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As filed with the Securities and Exchange Commissioon July 24, 2007
Registration No. 33314442«

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Amendment No. 1 to
FORM S-4

REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933

VMWARE, INC.

(Exact name of registrant as specified in its chaetr)

DELAWARE 7372 94-3292913
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization) Classification Code Number) Identification No.)

3401 Hillview Avenue
Palo Alto, CA 94304
(650) 427-5000
(Address, including zip code, and telephone numbemcluding area code, of registrant’s principal exeutive offices)

Rashmi Garde, Esq.
Vice President and General Counsel
VMware, Inc.
3401 Hillview Avenue
Palo Alto, CA 94304
(650) 427-5000
(Name, address, including zip code, and telephon@imber, including area code, of agent for service)

Copies to:
Margaret A. Brown, Esq. Paul T. Dacier, Esq.
Skadden, Arps, Slate, Meagher & Flom LLP EMC Corporation
One Beacon Street 176 South Street
Boston, Massachusetts 02108 Hopkinton, Massachusetts 01748
(617) 573-4800 (508) 435-1000

Approximate date of commencement of proposed sale the public:  As soon as practicable after this RegistraBtatement becomes effective.

If any of the securities being registered on thisnfrare to be offered in connection with the forimrabf a holding company and there is compliancea @eneral Instruction G, check
the following box: O

If this Form is filed to register additional sedigs for an offering pursuant to Rule 462(b) unitker Securities Act, check the following box and fiee Securities Act registration
statement number of the earlier effective registrastatement for the same offering

If this Form is a post-effective amendment filedguant to Rule 462(d) under the Securities Actckhhe following box and list the Securities Acgigtration statement number of
the earlier effective registration statement fa same offering. O

CALCULATION OF REGISTRATION FEE

Proposed Maximum

) Amount of
Proposed Maximum Registration Fee
Title of Each Class of Amount to be Offering Price Per Aggregate Offering
Securities to be Registered Registered Share Price @
Options to purchase Class A Common Stock, par &k |
per share 9,225,0001)-) N/A $ 239,112,001 $ 7,340.7.8%)
Restricted Class A Common Stock 4,350,0000-2 N/A $ 112,752,002 $ 3,461.4096)

(1) Represents the maximum aggregate number oésledVMware restricted stock and shares of VMw@less A common stock subject to options to purchdde/are common stock
issuable in exchange for shares of EMC restrictecksand options to purchase EMC common stock.

(2) This number assumes: 1) all eligible optiond ahares of restricted stock are properly tendanetinot withdrawn in the offer; 2) an initial pubbffering price of VMware Class A
common stock equal to $24.00, the midpoint of ttéeated initial public offering price of VMware &s A common stock reflected in the IPO RegistnaBtatement and 3) a
volumeweighted average price per share of EMC commorksiadhe New York Stock Exchange over the final fwibtrading days prior to the expiration datetloé exchange offe
during the period beginning at 6:30 a.m., Pacifimd@ (or such other time as is the official operrafling on the New York Stock Exchange), and ending:00 p.m., Pacific Time («
such other time as is the official close of tradamgthe New York Stock Exchange), as reported moBiberg Financial LP, equal to $19.54 (the avenddbe volume-weighted
average price per share of EMC stock for the twosdanded July 20, 2007



(3) Calculated pursuant to Section 6(b) of the 8&es Act as follows: the proposed maximum aggtegdfering price amount multiplied by 0.0000307.
(4) 6,796.98 of which has been previously pi
(5) 3,205.08 of which has been previously paid.

The Registrant hereby amends this Registration Stament on such date or dates as may be necessarylétay its effective date until the Registrant shalfile a further
amendment which specifically states that this Regimtion Statement shall thereafter become effectiven accordance with Section 8(a) of the Securitiesct of 1933 or until the
Registration Statement shall become effective on slu date as the Commission acting pursuant to saiceStion 8(a), may determine.
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The information in this Prospectus—Offer to Exchang e may change. VMware may not complete the exchange  offer until

the registration statement filed with the U.S. Secu  rities and Exchange Commission with respect to the exchange offer is
effective. This Prospectus—Offer to Exchange is not an offer to sell or exchange these securities and VMware is not
soliciting offers to buy or exchange these securiti es in any jurisdiction where the exchange offer or the sale of these

securities is not permitted.

PROSPECTUS-OFFER TO EXCHANGE

EMC CORPORATION
VMWARE, INC.

OFFER TO EXCHANGE
CERTAIN OUTSTANDING OPTIONS TO PURCHASE SHARES
OF COMMON STOCK OF EMC CORPORATION
FOR OPTIONS TO PURCHASE SHARES OF
CLASS A COMMON STOCK OF VMWARE, INC.
AND
CERTAIN OUTSTANDING RESTRICTED STOCK OF EMC CORPORA TION FOR RESTRICTED
CLASS A COMMON STOCK OF VMWARE, INC.

THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE
AT 11:00 A.M., PACIFIC TIME, ON AUGUST 6, 2007,
UNLESS THE OFFER IS EXTENDED.

EMC Corporation (“EMC”) and VMware, Inc. (“VMwaredr the “Company”), a subsidiary of EMC, are offerigligible employees of
VMware and its subsidiaries in the United States@-time opportunity to exchange (sometimes redetoeas “tender”) all of such
employees’ outstanding stock options (“EMC Optigrts’purchase shares of EMC’s common stock, parev§0.01 per share (the “EMC
Stock”), granted under the EMC Plans (as listedeufifihe Exchange Offer—Eligible Options and ResticStock”) for options (“VMware
Options”) to purchase VMware Class A common st@ek,value $0.01 per share (the “VMware Stock”)determined on an award-by-award
basis, and to exchange all of such employees’icesdirEMC Stock granted under the EMC Plans (“EM&3tRcted Stock”) for restricted
VMware Stock (“VMware Restricted Stock”), as detéred on an award-by-award basis. VMware and EMQraaking the offer upon the
terms and subject to the conditions set forth is rospectus—Offer to Exchange and in the relatedmpanying Letter of Transmittal
(which together, as they may be amended or supplemtidrom time to time, constitute the “Offer”). feeences in this Offer to Exchange to
“we,” “us” and “our,” unless the context otherwisjuires, are references to VMware.

This Offer is being made to employees of VMware amdubsidiaries in the United States on the date commencement of this
Offer who hold EMC Options or EMC Restricted Sto€k.remain eligible to tender EMC Options or EMCsRieted Stock for exchange and
cancellation and receive VMware Options or VMwaesticted Stock pursuant to this Offer, you mustticme to be an employee of
VMware or its subsidiaries, employed in the Uni&tdtes, on and from the date of the commencemehtsoOffer through the expiration of
this Offer at 11:00 a.m., Pacific Time, on Augus2607, or such later date to which this Offer rhayextended (such date, as it may be
extended, the “Expiration Datednd also through the time and date on which the dkvDptions and shares of VMware Restricted Stoe
granted (such time and date, the “Grant Date”). Ghent Date will be on or promptly following thetdave accept EMC Options or EMC
Restricted Stock tendered for exchange in thisOfflich we expect will be on or promptly followirilge Expiration Date. See “The
Exchange Offer.”

We and EMC commenced the Offer on July 9, 2000y ta the effectiveness of our registration statetnoe Form S-4 of which this
Prospectus—Offer to Exchange is a part, in accarelarnth Rule 162 of the Securities Act of 1933aa®ended (the “Securities Act”), and
Rule 13e-4(e)(2) of the Securities Exchange Ad984, as amended (the “Exchange Act”). This Offénfended to expire substantially
concurrently with the initial public offering of ViMare Stock (the “IPO”). Prior to the IPO, VMwareo8k has not been traded in a public
market. VMware Stock has been approved for listinghe New York Stock Exchange under the symbol WNMEMC currently owns
substantially all of our outstanding common stogll following the IPO and this Offer, EMC will contie to be our controlling stockholder.
Following the IPO, we will have two classes of authed common stock: Class A common stock and @assmmon stock. EMC will own
32,500,000 shares of Class A common stock andall0®0,000 shares of Class B common stock, repiiegeapproximately 89% of our to
outstanding shares of common stock. The righte@fiblders of Class A and Class B common stockdergical, except with respect to
voting, the election of directors, conversion, aeriactions that require the consent of holdeiGlags B common stock and other protective
provisions as set forth in this Prospectus—OffdExahange. The holders of Class B common stock bhantitled to 10 votes per share and
the holders of Class A common stock shall be extitb one vote per share. Therefore, EMC will regdg@roximately 99% of the combined
voting power of our outstanding common stock upamgletion of the IPO and this Offer.

Investing in our Class A common stock or options tpurchase our Class A common stock involves riskSee
“ Risk Factors” beginning on page 19.
Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved of these

securities or determined if this Prospectus-Offer to Exchange is truthful or complete. Any representation to the contrary is a crimina
offense.



The Information and Exchange Agent for this Offer i
Mellon Investor Services
July 9, 2007, as amended July 24, 2
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This Prospectus—Offer to Exchange incorporates tapb business and financial information about E@@poration from other
documents that are not included in, or deliveretth whis Prospectus—Offer to Exchange. This infdiamais available to you without charge
upon request. You can obtain the incorporated decusrby requesting them in writing from EMC InvedRelations at the following addre

176 South Street
Hopkinton, MA 01748

If you would like to request additional copies of his Prospectus—Offer to Exchange or the related Létr of Transmittal or
Notice of Withdrawal, the information and exchangeagent, Mellon Investor Services, must receive youequest by July 30, 2007,
which is five business days prior to the schedulegkpiration of this Offer, in order to ensure that you receive the documents prior to
the expiration of the Offer. You may contact Melloninvestor Services at the following addresses andlephone numbers:

By Mail: By Hand: By Overnight:
Mellon Investor Services Mellon Investor Services Mellon Investor Services
Reorganization Department Reorganization Department Reorganization Department
PO Box 3301 27th Floor 480 Washington Blvd.
South Hackensack, NJ 07606 480 Washington Blvd. Mail Stop - Reorg
Jersey City, NJ 0731( Jersey City, NJ 0731(

1-888-313-1479 (from within the U.S.)
201-680-6672 (from outside the U.S.)

Also se€*Where You Can Find More Information about EMC ardware” on page 163
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Tendering EMC Options or EMC Restricted Stock for xchange, and receiving VMware Options or VMware Resicted Stock
pursuant to the Offer, does not confer upon you anyight to remain an employee of VMware. The terms byour employment with
VMware remain unchanged. We cannot guarantee or prade you with any assurance that you will not be dvject to involuntary
termination or that you will otherwise remain in the employ of VMware until the Grant Date or thereafer. If you voluntarily
terminate your employment with us or if we terminate your employment for any reason before the Grant Bte, even if you tendered
EMC Options or EMC Restricted Stock for exchange irthe Offer prior to such termination, such tender wil not be accepted and such
EMC Options will not be exchanged for VMware Optiors or VMware Restricted Stock.

We are not making the Offer to, nor will we accepy tender of options or restricted stock from ibehalf of, optionholders or holdt
of restricted stock in any jurisdiction in whictet®ffer or the acceptance of any tender of EMC @ystior EMC Restricted Stock would not
be in compliance with the laws of such jurisdictiblowever, we may, in our discretion, take anyainecessary for us to make the Offer to
VMware’s optionholders or holders of restrictedcgt any such jurisdiction.

There is currently no trading market for VMware &toand the value of VMware Stock you may receivéhie Offer will not be known
until the pricing of the IPO. In the IPO RegistoatiStatement, we have estimated the initial pudffiering price of VMware Stock to be
between $23.00 per share and $25.00 per shareudtwat this Offer, indicative exchange ratios (eSretd below) (calculated in the manner
and at the intervals described in this Prospectufer@ Exchange), will also be available to eligilemployees through the Election Site for
the EMC—VMware Exchange Program at https://www.eacton.net/vmware and from the information and excle agent, Mellon Invest
Services, at 1-888-313-1479 (from within the U@.at 201-680-6672 (from outside the U.S.). Thehaxge ratio is a fraction (th&Xchang:
Ratio”), the numerator of which will be the averggathmetic mean) of the volume-weighted averageempf EMC Stock over the final two
full trading days of this Offer (the “VWAP") andé¢hdenominator of which will be the initial publiffering price of VMware Stock (the “IPO
Price”).

Consummation of this Offer is subject to certainditions set forth herein, including the U.S. S&@s and Exchange Commission (the
“SEC") declaring VMware’s Registration StatementFoarm S-1 relating to the IPO (the “IPO Registnatiétatement”) and VMware’s
Registration Statement on Form S-4 relating to @ffer (the “Exchange Offer Registration Statemgeffective. This Offer is not subject to
approval of EMC’s or VMware’s stockholders or caigint upon a minimum number of options or sharesgificted stock being tendered.
Shares of EMC Stock are quoted on the New YorkIiSEbchange under the symbol “EMC.” On July 6, 20, last reported sale price of
EMC Stock on the New York Stock Exchange was $18d6shareWe recommend that you obtain current market quotatons for EMC
Stock before deciding whether to tender your optios and restricted stock.

Although the EMC and VMware boards of directors hawe approved this Offer, neither EMC nor VMware has aithorized any
person to make any recommendation on its behalf de whether you should tender or refrain from tendeing your options or restricted
stock pursuant to the Offer. You should rely only o the information contained in this Prospectus—Offer to Exchange or documents t
which we have expressly referred you. Neither EMC or VMware has authorized anyone to give you any imfrmation or to make any
representation in connection with the Offer other han the information and representations containedn this Prospectus—Offer to
Exchange or in the related Letter of Transmittal. f anyone makes any recommendation or representatiol® you or gives you any
information, you must not rely upon that recommenddion, representation or information as having beerauthorized by either EMC or
VMware.

This Prospectus—Offer to Exchange is being furrdsioeyou solely to provide you information regaglithe Company in connection
with your determination whether to participatehrstOffer and is not intended as a solicitatiogannection with acquiring VMware Stock,
part of the IPO or otherwise.

You should direct questions about this Offer oexis for assistance or for additional copies eRtospectus—Offer to Exchange or
the Letter of Transmittal to the information andleange agent, Mellon Investor Services, locatédedion Investor Services, Reorganization
Department, 27th Floor, 480 Washington Blvd., JefGity, NJ 07310, at 1-888-313-1479 (from withietd.S.) or at 201-680-6672 (from
outside the U.S.).
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SUMMARY TERM SHEET—QUESTIONS AND ANSWERS

The following summary term sheet is in question answer format and is provided to address somleeofiiestions that you may have
about this Offer. We urge you to read carefully timainder of this Prospectus—Offer to Exchangethaciccompanying Letter of
Transmittal because the information in this sumnigryot complete, and additional important inforimats contained in the remainder of t
Prospectus—Offer to Exchange and the accompanyatigilof Transmittal. We have included referenoethé relevant sections in the
Prospectus—Offer to Exchange where you can findbeernomplete description of the topics in this stanm

Why are EMC and VMware conducting this Offer?

Historically, EMC has granted EMC Options and EMEsRicted Stock to its employees, including empésyef VMware and its
subsidiaries, as a key component of employee cosapien to align the interests of employees andettudders of EMC and further enhance
EMC shareholder value. Following the IPO, VMwardl Wave the ability to more directly tie VMware etapee incentives to VMware’s
results and provide employees of VMware and itsgliiries a more meaningful incentive to enhancendké stockholder value. EMC and
VMware are therefore undertaking this Offer to alleligible employees of VMware and its subsidiat@gxchange their EMC Options and
EMC Restricted Stock for VMware Options and VMw&estricted Stock in a manner designed to genetetiyin the terms and intrinsic
value of the tendered EMC securities. This Offdramg undertaken for compensatory purposes asaasre retain and motivate employees
of VMware and its subsidiaries and encourage sagbl@yees to remain in the service of VMware bywlta such employees to share in the
value they create at VMware from the date of tHe.IBee “The Transaction—Reasons for the Offer.”

What securities are we offering to exchange?

EMC and VMware are offering eligible employees &-¢ime opportunity to exchange all of such emplsy&MC Options granted
under the EMC Plans for VMware Options and to ergesall of such eligible employees’ EMC RestricBtdck granted under the EMC
Plans for VMware Restricted Stock, in each caserdehed on an award-by-award basis. See “The Exgh@ifer—Terms of the Exchange
Offer.”

Who is eligible to participate in this Offer?

Employees of VMware or its subsidiaries in the @diStates as of the date of the commencementsoOfifier to Exchange who hold
EMC Options or EMC Restricted Stock and who corditmbe employees of VMware or its subsidiariethaUnited States through the
expiration of this Offer and through the Grant Date eligible to participate in this Offer. See &TBxchange Offer—Terms of the Exchange
Offer.”

What are the conditions of this Offer?

Completion of the exchange of options and restitisteck pursuant to this Offer is subject to a nendf conditions. These include,
among other things, the SEC declaring this Exch@f@er Registration Statement and the IPO Registmgbtatement effective. These and
various other conditions are more fully describedTihe Exchange Offer—Conditions to Completion e Offer.” This Offer is not subject
to any approval of EMC's shareholders or VMwarétckholders and is not contingent upon a minimuminer of options or shares of
restricted stock being tendered.

If | elect to tender for exchange EMC Options or EMC Restricted Stock, will my elections affect othecomponents of my
compensation?

No.
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May | exchange EMC Options for shares of VMware Resicted Stock or exchange shares of EMC Restricte8tock for VMware
Options?

No. This Offer is to exchange EMC Options for VMwd&ptions only and EMC Restricted Stock for VMwReestricted Stock only.
However, if you are an eligible employee and yoldlmth EMC Options and EMC Restricted Stock, yaynsubject to the terms and
conditions of this Offer, tender your EMC Options ¥Mware Options and your EMC Restricted Stock¥dware Restricted Stock.

If I have a partially vested EMC Option grant, may| tender only the unvested portion of the grant?

No. You may only tender all, but not less than@leach particular grant. This means that if yendier an EMC Option grant that is
partially vested, you will receive two VMware Optigrants, one for the vested and outstanding poaial one for the unvested and
outstanding portion. Those grants may have diftevesting terms from each other. See “The Exch@ffier—Terms of the Exchange
Offer.”

How do I find out how many EMC Options | have and what their exercise prices are and how many shareg EMC Restricted Stock |
have?

If you have chosen to receive this Prospectus—Q@df&xchange by mail, the Letter of Transmittallesed with this Prospectusoffer
to Exchange includes a list of your EMC Options &MIC Restricted Stock as of June 27, 2007. In addifyou can at any time access
current information about your options and restdcstock by going to www.ubs.com/onesource/emc.

How many VMware Options will | receive in exchangdor my tendered EMC Options?

It will not be possible to know exactly how many Wre Options you will receive in exchange for yternidered EMC Options before
the expiration of this Offer. If you meet the emyde eligibility requirements and your options areperly tendered and accepted for
exchange, you will be entitled to receive VMwaretiops exercisable for a number of shares of VMvw&iack based on the Exchange Ratio,
which will be determined upon the pricing of the Wfsire IPO.You will not have the opportunity to withdraw tendered EMC Options
after the Exchange Ratio is determined.

The number of VMware shares subject to a VMwaraddphat you receive in this Offer will be determthby multiplying the number
of shares underlying each EMC Option that you teihgiehe Exchange Ratio. The number of VMware shatibject to a VMware Option
that you receive in this Offer will be rounded doterthe nearest whole share on an awar@grd basis. Accordingly, VMware Options v
not be granted for fractional shares, and youmdgtlbe compensated for any fractional shares yieeraise would have received. See “The
Exchange Offer—Number of VMware Options and RestdcStock to be Issued in Exchange.”

What will the exercise price of the VMware Optionshe?

The per share exercise price of each VMware Ogliahyou receive will be determined by dividing theercise price of each EMC
Option that you tender by the Exchange Ratio andding the result up to the nearest whole cent.

How many shares of VMware Restricted Stock will | eceive in exchange for my tendered EMC Restrictedt&k?

It will not be possible to know exactly how manyasts of VMware Restricted Stock you will receiveekthange for your tendered
EMC Restricted Stock before the expiration of @ffer. If you meet the employee eligibility requinents and your restricted stock is
properly tendered and accepted for exchange, ybbeventitled to receive VMware Restricted Stoelséd on the Exchange Ratio, which
will be determined upon the pricing of the VMwaR(Q.
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The number of shares of VMware Restricted Stockytba receive in this Offer will be determined bwltiplying the number of shares
of EMC Restricted Stock that you tender by the Exaje Ratio. The number of shares of VMware Restii&tock that you receive in this
Offer will be rounded down to the nearest wholerehAccordingly, VMware Restricted Stock will nag lgranted for fractional shares, and
you will not be compensated for any fractional sisarou otherwise would have received. “The Exchange Offer—Number of VMware
Options and Restricted Stock to be Issued in Exghdn

What is the VWAP?

The VWAP is the volume-weighted average price pares of EMC Stock on the New York Stock Exchangerdkie final two full
trading days (calculated as the average (arithmeian) of the VWAP on those two days) prior toEx@iration Date during the period
beginning at 6:30 a.m., Pacific Time (or such otirae as is the official open of trading on the N¥éark Stock Exchange on the applicable
date), and ending at 1:00 p.m., Pacific Time (@hsother time as is the official close of tradingtbe New York Stock Exchange on the
applicable date), as reported by Bloomberg Findhé&ta This means that if the Expiration Date is Aag6, 2007, the VWAP would be
calculated using the average (arithmetic meam)®iblume-weighted average price per share of EMCkSon August 2, 2007 and the
volume-weighted average price per share of EMCKtocAugust 3, 2007.

How will the Exchange Ratio be calculated?

The Exchange Ratio will be expressed as a fractienpumerator of which will be the VWAP and thedminator of which will be the
IPO Price. Therefore, if the VWAP is less than tR@® Price, the Exchange Ratio will be less thaant], although the intrinsic value of your
exchanged equity will be maintained (subject todffects of rounding for fractional amounts), yoill wveceive a fewer number of VMware
Options or shares of VMware Restricted Stock thennumber of EMC Options or shares of EMC Restli&®ck you exchanged. For
example, if the VWAP were $19.54 and the IPO Pweee $24, the Exchange Ratio would be approximd&g, and if you tendered 1,000
EMC Options, you would receive 814 VMware Optiowith the same (subject to the effects of roundmgffactional amounts) aggregate
intrinsic value in exchange. See “The Exchange roffidumber of VMware Options and Restricted Stockédssued in Exchange.”

Where can | find then-current pricing and ExchangeRatio information during the Offer period?

You will not know the exact number of VMware Optioor shares of VMware Restricted Stock that yolingdeive in exchange for
VMware Options or VMware Restricted Stock that yender until after the expiration of this Offer whiie final Exchange Ratio is
calculated (at approximately 2:30 p.m., Pacific &jran the Expiration Date). However, you will béeato access certain updated pricing-
related information through the Election Site foe EMC—VMware Exchange Program at https://www.cacfen.net/vmware. Each day,
beginning on July 10, 2007, and ending on Augu&007, after the close of trading on the New Yattc® Exchange, the Election Site for
the EMC—VMware Exchange Program will be updatedhtow what the VWAP would be if that day were fitralding day prior the
Expiration Date and what the Exchange Ratio woeldésed on that VWAP (assuming that the IPO Praeequal to the mid-point of the
range of the estimated initial offering price refked in the IPO Registration Statement).

During the last two full trading days of this Offéine Election Site for the EMC—VMware Exchangedramn will display the ongoing
calculation, updated on an hourly basis, of theald?¢ WAP and the Exchange Ratio as it then staasisuiming that the IPO Price is equal to
the mid-point of the range of the estimated initiEiering price reflected in the IPO Registratic@tSment). Thus, on the next-to-last full
trading day prior to the Expiration Date (the fidsty of the calculation period), the actual daiywXP of EMC Stock during the elapsed
portion of that first day will be used in the cdbion and, on the final full trading day priorttee Expiration Date, the calculations will use
average of the daily VWAP of EMC Stock for the néxdast full trading day and the actual daily VWABring the elapsed portion of that
final full trading day. The Election Site for thEE—VMware Exchange Program will be updated evemnyrtduring the two-day calculation
period and a final VWAP, subject to extension o @ffer, will be posted at approximately 2:30 p.®acific Time, on the day prior to the
Expiration Date. See “The Exchange Offer—Numbeviliware Options and Restricted Stock to be Issudgkichange.”

iv
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When will | be able to find out the Exchange Ratio?

At approximately 2:30 p.m., Pacific Time, after #piration of the Offer on the Expiration Dateg thlection Site for the EMC—
VMware Exchange Program will be updated with tmalfiExchange Ratio. We will also issue a pressassgl@nnouncing the Exchange Ratio,
and EMC and VMware will file an amendment to thender Offer Statement on Schedule TO that they raityi filed with the SEC on July
2007 (as the same may be amended or supplemeatedifne to time, the “Schedule TO") with the SEGQ@ining this press release. The
Schedule TO will be available on the SEC’s wehaitbttp://www.sec.gov. Because the Exchange Ratide calculated after the expiration
of this Offer, you will not have an opportunitywdthdraw tendered EMC Options or shares of EMC Reetl Stock after the Exchange Re
is calculated.

Must | tender options or restricted stock for exchage in this Offer?
No. Whether or not you tender options or restricetk for exchange in this Offer is solely youciden and completely voluntary.

What happens to EMC Options or EMC Restricted Stockhat | choose not to tender or that are not accepd for exchange in this
Offer?

Nothing. However, if EMC ceases to hold shares Mfitxare Stock representing 50% or more of the tot$tanding voting power of
VMware, your employment will be treated as haviamtinated for purposes of the award and any EMGo@ptand EMC Restricted Stock
then held by you will be terminated in accordand whe terms of the applicable award.

If I choose to tender EMC Options or EMC RestrictedStock for exchange in this Offer, do | have to tetter all of my options and
restricted stock?

In order to tender an eligible option, you mustemnall outstanding EMC Options under the awardtir) to that eligible option. EMC
and VMware are not accepting partial tenders ofigdar option awards. For example, if you holdagtion pursuant to an award of options
to purchase 1,000 shares of EMC Stock at an exepcise of $9.75 per share of which 500 sharesested, you must tender the option for
all 1,000 shares in its entirety; you cannot teraddy a portion of the options subject to a paticaward and retain the remainder. On the
other hand, if you have an option to purchase 1sb@0es of EMC Stock at an exercise price of $1ftef%hare and another option to
purchase 2,000 shares of EMC Stock at an exerdise @f $12.85 per share, you may choose to tefoderxchange all (but not less than all)
of the outstanding options under either of theaptwards or all of the options under both of théam awards or choose not to tender any of
your EMC Options

In order to tender eligible restricted stock frompaaticular restricted stock award, you must teraflesutstanding shares of EMC
Restricted Stock under that award. For examplgufhave an EMC Restricted Stock award coveringsHa®es of EMC Stock and an EMC
Restricted Stock award covering 300 shares of EMICKS you may choose to tender for exchange atlifbuless than all) of the EMC
Restricted Stock under one award or both of the@svar chose not to tender any shares of EMC Ré&striStock. See “The Exchange
Offer—Terms of the Exchange Offer.”

Can | tender for exchange both vested and unvestéeMC Options?
Yes.

Can | exchange options that | have already fully esrcised or shares of EMC Stock that | have that ar@o longer restricted?
No.
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Can | exchange the remaining portion of an eligibl@ption award that | have already partially exercied?

Yes. If you have previously partially exercisededigible option award, you can still tender for bange the remaining unexercised
portion of an eligible option award. However, ifytender any portion of an option award, you messter all of the EMC Options remaining
under that award.

Will the terms and conditions of my VMware Optionsand VMware Restricted Stock be the same as the tegrof the EMC Options anc
EMC Restricted Stock that | tender?

VMware Options and VMware Restricted Stock grargacsuant to this Offer will be subject to the saevens and conditions as set
forth in the EMC Plans at the time of the grantief tendered EMC Options or EMC Restricted Storkept that (1) vested EMC Options
properly tendered in this Offer and not withdrawill be exchanged for unvested VMware Options sutijie@ new vesting period,
commencing on the Grant Date, which provides fabject to continued employment, monthly vestinggual amounts over a period eque
the shorter of twelve months or 90 days prior ®sbheduled expiration of the tendered EMC Opt{bosif such 90th day would be prior to
the date of grant, then the VMware option grantedla vest on the date of grant), (2) VMware Opti@ssied in the exchange will not be
“incentive stock options,” notwithstanding whetlilee tendered EMC Option was an “incentive stockoopt (3) VMware Options and
VMware Restricted Stock issued in the exchangemwitibe subject to accelerated vesting on a “changentrol,” and (4) certain EMC
Restricted Stock properly tendered in this Offed ant withdrawn will be exchanged for VMware Reded Stock that will be subject to
different acceleration provisions related to VMwaghieving certain performance benchmarks tharethpglicable to the original EMC
Restricted Stock award. Except as described athbed/Mware Options and VMware Restricted Stock yexeive in the exchange will
continue to be subject to the terms of the origlElIC option or restricted stock agreement undectvitiiey were granted except that, unless
the context may otherwise require, references MCEin the applicable award agreement shall insteadleemed to be references to
“YMware.”

Will I lose the benefits of any time towards vestig | have accumulated under my existing EMC Optiongf | tender these options in this
Offer and they are accepted for exchange and caneel?

If you tender unvested EMC Options, the VMware Omsiyou receive in exchange for unvested EMC Optwill continue to vest in
accordance with the vesting schedule of the EMGddptthey replace. However, if you tender vesteddE®ptions, the VMware Options y:
receive in exchange for your vested EMC Option bélsubject to a new vesting period, commencintherGrant Date, equal to the shorter
of twelve months or 90 days prior to the schedebegiration of the tendered EMC Options (but if s@€th day would be prior to the date of
grant, then the VMware option granted would vesttendate of grant). These options will vest monthlequal amounts over the vesting
period. See “The Exchange Offer—Terms of the ExghaDffer.”

If my current options are incentive stock optionswill my VMware Options be incentive stock options?

No. VMware Options received in exchange for such@EO®ptions will not be incentive stock options un8exction 422 of the Internal
Revenue Code of 1986, as amended, and will thubana the tax features of incentive stock optievisi¢h generally provide that income is
not recognized by the optionholder when stock ¢uaed pursuant to such options and that the optlaier may be eligible for capital gains
treatment on the disposition of such shares uneltaia circumstances). See “U.S. Federal IncomeQansequences.”

If I exercise the VMware Options that | receive inthe exchange or if the restrictions on the VMware Rstricted Stock that | receive in
the exchange lapse, will | be able to freely seli¢ shares of VMware Stock that | receive from suchxercise or lapse of restrictions?

VMware has agreed with the underwriters of the tR&1, as a condition to participating in this Offearticipating employees who
receive VMware Options or VMware Restricted Stoakstragree to not dispose of
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or effectively dispose of (e.g., by hedging) angrgls of the VMware Stock underlying these VMwargi@rys or shares of VMware Restric
Stock for a period of 180 days from the date th€ 8Eclares the IPO Registration Statement effectiiware intends to file a registration
statement on Form 8&4n order to make the VMware Stock underlying tMware Options and VMware Restricted Stock freehdable afte
the expiration of such 180-day period.

Will I have to pay taxes if | exchange my EMC Optims or EMC Restricted Stock in this Offer?

If you exchange your current EMC Options for VMw@&ptions or your current EMC Restricted Stock fdWare Restricted Stock,
we believe that you will not be required under eatrapplicable law to recognize income for Uniteat&s federal income tax purposes at the
time of the exchange. We recommend that you comstiityour own tax advisor to determine the taxsmguences to you of this Offer. See
“U.S. Federal Income Tax Consequences.”

Will I have any rights or benefits with respect toEMC Options or EMC Restricted Stock | tender in this Offer?

No. EMC Options and EMC Restricted Stock tenderatlaccepted for exchange in this Offer will be ediec! and you will no longer
have any rights or benefits under those optiontbatrrestricted stock. See “The Exchange Offer—2e)i of VMware Restricted Shares,
Options to Purchase VMware Common Stock.”

If I tender EMC Options or EMC Restricted Stock in this Offer, will | be able to receive other VMwareOption awards or VMware
Restricted Stock awards before | receive my VMwar®ptions or VMware Restricted Stock?

We intend to grant VMware Option and VMware Res#icStock awards to employees from time to timpaasof VMware’s normal
compensation program. Employees eligible to paudit in this Offer will continue to be eligible tieceive additional option awards as part of
VMware's overall compensation program.

What happens if this Offer is not consummated?

If EMC and VMware do not accept any EMC OptionEMC Restricted Stock tendered for exchange, yolke#p all of your current
EMC Options and EMC Restricted Stock and you will receive VMware Options or VMware Restricted Ktddéo changes will be made to
your existing EMC Options or shares of EMC RestdcBtock and they will remain outstanding with thoeirrent terms, including exerci
price, term and vesting schedule.

When does this Offer expire? Can this Offer be exteded?
This Offer expires on August 6, at 11:00 a.m., fiad@ime, unless we extend it.

We and EMC may, in our discretion, extend this ©ffieany time. EMC'’s and VMware’s current intentisrio extend this Offer if the
IPO Registration Statement or the Exchange Offgidtation Statement will not be declared effectivior to the expiration of this Offer. If
this Offer is extended, appropriate notice of tkiemsion will be provided no later than 6:00 aRagcific Time, on the next business day
following the previously scheduled Expiration Dadee “The Exchange Offer—Extension; Termination;efaiment.”

How do | tender my EMC Options or EMC Restricted Sbck for exchange in this Offer?

In order to validly tender EMC Options or EMC Résged Stock for exchange in this Offer, you mypsior to 11:00 a.m., Pacific
Time, on the Expiration Date, either make your election to tender online thiotlge Election Site for the EMC—VMware Exchange
Program at https://www.corgetion.net/vmware or complete and sign the enclasgéigr of Transmittal in accordance with its instions anc
deliver it to the information and exchange agentrail to Mellon Investor Services, Reorganizatidepartment, PO Box 3301, South
Hackensack, NJ 07606; by hand to Mellon InvestoviSes, Reorganization Department, 27th Floor, Waishington Blvd., Jersey City, NJ
07310; or by overnight delivery to Mellon Investervices, Reorganization Department, 480 Washingted., Mail Stop—Reorg, Jersey
City, NJ 07310.
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EMC and VMware reserve the right to reject anylbtesders of options or restricted stock that ve&edmine are not in appropriate fc
or that we determine are unlawful to accept. EM@ ¥Nware expect to accept all EMC Options and ldires of EMC Restricted Stock that
are properly and timely tendered for exchange andralidly withdrawn. See “The Exchange Offer—Pnopender of EMC Options and
EMC Restricted Stock” and “The Exchange Offer—Withelal Rights.”

During what period of time may | withdraw previously tendered EMC Options or EMC Restricted Stock?

You may withdraw EMC Options or EMC Restricted &tgou tendered for exchange at any time beforefakipin Date. To withdraw
EMC Options or EMC Restricted Stock tendered fatange, you must either change your election tdeteanline through the Election Site
for the EMC—VMware Exchange Program at https://weawp-action.net/vmware or deliver to the informatsmd exchange agent, Mellon
Investor Services, prior to the time this Offer iegp, a properly completed and signed written NotGEWithdrawal in the form enclosed with
this Prospectus—Offer to Exchange. Delivery ofktodice of Withdrawal must be to the information andthange agent, by mail to Mellon
Investor Services, Reorganization Department, POI®M1, South Hackensack, NJ 07606; by hand todvidhivestor Services,
Reorganization Department, 27th Floor, 480 Washimgglvd., Jersey City, NJ 07310; or by overnightfvdgy to Mellon Investor Services,
Reorganization Department, 480 Washington Blvd.il Etp - Reorg, Jersey City, NJ 07310.

Once you have withdrawn previously tendered EMCi@hystor EMC Restricted Stock, you may re-tender EGi&ions or EMC
Restricted Stock for exchange prior to the datetame of the expiration of the Offer and only byaagfollowing the tender procedures
described in this Prospectus—Offer to Exchangetb@@dccompanying Letter of Transmittal. See “Thehlaxge Offer—Proper Tender of
EMC Options and EMC Restricted Stock” and “The Eate Offer—Withdrawal Rights.”

Can | change my mind and elect not to tender EMC Otions or EMC Restricted Stock, or elect to tender dditional EMC Options or
EMC Restricted Stock, after | make an election onhte Election Site for the EMC—VMware Exchange Progran or submit a Letter of
Transmittal?

Yes. If you made an election to tender optionsestricted stock on the Election Site for the EMC—Wae Exchange Program or
submitted a Letter of Transmittal and you want tthdraw some or all of the EMC Options or EMC Riestrd Stock you marked for tender
on the Election Site for the EMC—VMware Exchanged?am or on that Letter of Transmittal, you mayhditaw your tender of such EMC
Options or shares of EMC Restricted Stock by chamgbour election to tender online through the EéecSite for the EMC—VMware
Exchange Program at https://www.cagtion.net/vmware or delivering to the informatemmd exchange agent, Mellon Investor Services,
to the time this Offer expires, a Notice of Withded (in the form included with this Prospectus—@ffe Exchange) indicating which EMC
Options or shares of EMC Restricted Stock you atiedsawing. If you wish to tender for exchange aiddial EMC Options or EMC
Restricted Stock that you had not marked for tedeyour previous Letter of Transmittal, you magatito tender for exchange those
additional EMC Options or shares of EMC Restricidck by making further elections on the Electidte r the EMC—Mware Exchang
Program or delivering to the information and exa®agent, Mellon Investor Services, prior to theiEation Date an additional properly
completed and signed Letter of Transmittal (infthven included with this Prospectus—Offer to Exchanselecting for tender for exchange
such additional EMC Option or EMC Restricted Stawkards. You may only tender for exchange all EMQi@ys or shares of EMC
Restricted Stock subject to a particular aw#rgou deliver a Letter of Transmittal or a Notice of Withdrawal with respect to some but
not all EMC Options or shares of EMC Restricted Stok subject to a particular award, EMC and VMware may, in our sole discretion,
determine that you have elected to tender for excimge all or none of the EMC Options or EMC Restricte Stock underlying such
award.

You may request copies of the Notice of Withdrawmletter of Transmittal by contacting the inforioatand exchange agent, Mellon
Investor Services, at 1-888-313-1479 (from witliia J.S.) or at 201-680-6672
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(from outside the U.S.). Delivery of the NoticeWfthdrawal or the additional Letter of Transmittalist be to the information and exchange
agent, by mail to Mellon Investor Services, Reoigaiion Department, PO Box 3301, South Hackendddk)7606; by hand to Mellon
Investor Services, Reorganization Department, Efibr, 480 Washington Blvd., Jersey City, NJ 07340y overnight delivery to Mellon
Investor Services, Reorganization Department, 488Mhgton Blvd., Mail Stop - Reorg, Jersey City,NB310. See “The Exchange Offer—
Proper Tender of EMC Options and EMC RestricteaiStand “The Exchange Offer—Withdrawal Rights.”

When will | receive my VMware Options and VMware Restricted Stock?

If you participated in the exchange, you will re@ea notice from us as soon as practicable afeeGifant Date indicating the number of
shares of EMC Stock subject to the EMC Optionstgmaered that were accepted for exchange, the nuofisbares subject to the new
option award(s) and the exercise price per shayewf VMware Options, as well as the number of shaf EMC Restricted Stock you
tendered that were accepted for exchange and theenof shares of VMware Restricted Stock thatwédlreceive pursuant to the exchan
See “The Exchange Offer—Delivery of VMware Res#&@Shares, Options to Purchase VMware Common Stock.

What happens if a VMware Option | am granted laterends up “out of the money”?

If a VMware Option that you receive in the exchaigjer becomes “out of the money” (i.e., has aghare exercise price greater than
the price of VMware Stock) and remains “out of theney” after it vests and until its expirationwill then be worthlessNe can provide no
assurance as to the price of VMware Stock upon th&O or in the future.

What do VMware, EMC and their respective boards ofdirectors think of this Offer?

Although the VMware board of directors has approtrasl Offer, in light of the unique circumstancdsmalividual optionholders and
holders of restricted stock, as well as the risiaiated with this Offer described in this Prospee-Offer to Exchange under “Risk Factors,”
neither VMware’s nor EMC'’s board of directors makey recommendation as to whether you should temdefrain from tendering your
EMC Options or EMC Restricted Stock for exchangeu Ynust make your own decision whether to tendeCEDptions or EMC Restricted
Stock. For questions regarding tax implicationsthier investment-related questions, you shoulduwbmsth your own legal counsel,
accountant, financial and tax advisors. See “Tran3action—Reasons for the Offer.”

Whom can | talk to if | have questions about my exting options or restricted stock or about this Ofér?

For additional information or assistance concertitimig Offer or to request copies of the Offer doemts and the other information
incorporated by reference in this Prospectus—Qéfdexchange, without charge, you should contactrtfemation and exchange agent,
Mellon Investor Services, located at Mellon Investervices, Reorganization Department, 27th Fl&80, Washington Blvd., Jersey City, NJ
07310, at 1-888-313-1479 (from within the U.S.abR01-680-6672 (from outside the U.S.).

How should | decide whether or not to exchange myMC Options or my EMC Restricted Stock?

EMC and VMware understand that this may be a diffidecision. There are no guarantees of VMwarnetsre performance, the future
prices of VMware Stock, or EMC's future performarwehe future prices of EMC Stock. EMC and VMwarbrise you to consult with your
financial advisor regarding the relative benefitsemdering your EMC Options or EMC Restricted &tfar exchange and cancellation
pursuant to this Offer or holding your EMC Optiarsd shares of EMC Restricted Stock.
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SUMMARY OF THIS PROSPECTUS—OFFER TO EXCHANGE

The Companies
VMware

VMware, Inc.

3401 Hillview Avenue

Palo Alto, California 94304
Telephone: (650) 427-5000
Website: www.vmware.com

EMC currently owns substantially all of VMware’stetanding common stock. Immediately following tR&, it is currently expected
that EMC will continue to own approximately 89%\dflware’s common stock (43% of VMware’s Class A coomstock) and 100% of
VMware’s Class B common stock) and will control 9@¥the combined voting power of VMware’s outstarglcommon stock. If the
underwriters in the IPO exercise in full their oxadiotment option, EMC will own approximately 88%\dMware’s outstanding common
stock (41% of VMware’s Class A common stock and%0ff VMware’s Class B common stock) and 98% ofdbmbined voting power of
VMware's outstanding common stock. The number affeéf to be sold in the IPO is subject to changg.sAith changes will be disclosed by
an amendment to the Exchange Offer Registratiorei®tnt of which this Prospectus—Offer to Excharsge part and the IPO Registration
Statement. EMC will continue to control VMware fmNing the IPO, and will be able to exercise contn@r all matters requiring stockholder
approval, including the election of VMware’s dirert and approval of significant corporate transexdti In addition, EMC’s controlling
interest may discourage a change of control tteabther holders of VMware Stock may favor.

For a description of VMware’s business, see “Sunynafithis Prospectus—Offer to Exchange—VMware’s iBass” and “Business of
VMware.”

This Prospectus—Offer to Exchange is being furrdsioeyou solely to provide you information regaglithe Company in connection
with your determination of whether to participatethiis Offer and is not intended as a solicitationonnection with acquiring VMware Stoc
as part of the IPO or otherwise.

EMC

EMC Corporation

176 South Street

Hopkinton, Massachusetts 01748
Telephone: (508) 435-1000
Website: www.emc.com

EMC and its subsidiaries develop, deliver and supibe information technology industry’s broadestge of information infrastructure
technologies and solutions that are designed fihdividuals and organizations handle everythimgytneed to do with their digital
information.

EMC'’s systems, software and services support EMG&omers’ critical business processes by helgiagtbuild information
infrastructures from the most comprehensive sys@mdable to store, manage and protect informadiathe right service levels and the right
costs. EMC refers to this as an information lifdeymanagement strategy. EMC’s information managéms@aitware and solutions empower
its customers to capture, manage and leveragdustedcand unstructured information—documents, ireageemails—to support their
business processes. EMC'’s resource managemenasefalows organizations to better understand, g@aad automate the operation of
their information infrastructure. EMC'’s informaticecurity division offers customers security sans to assess the risk to their information,
secure the people accessing information and
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the infrastructure, protect the confidentiality antégrity of the information itself and manage ity information and events to assure
effectiveness and ease the burdens of compliance.

EMC files annual, quarterly and current reportexgrstatements and other information with the SBE@eu the Exchange Act. You may
read and copy this information at the SEC’s PuRkéerence Room, located at 100 F Street, N.E., iWgin, D.C. 20549. You may obtain
information on the operation of the Public RefeeeRoom by calling the SEC at 1-800-SEC-0330. Yoy aiso obtain copies of this
information by mail from the SEC at the above addrat prescribed rates.

The SEC also maintains a website that containgtggmroxy statements and other information thaiEifes electronically with the
SEC. The address of that website is http://wwwgmBc.

The Exchange Offer
Terms of the Exchange Offer (page 44)

EMC and VMware are offering eligible employees dfiwWare and its subsidiaries in the United Statesextime opportunity to
exchange all of such employees’ EMC Options to lpase shares of EMC Stock for VMware Options to pase VMware Stock, as
determined on an award-by-award basis, and to exghall of such employees’ EMC Restricted Stockfbtware Restricted Stock, as
determined on an award-by-award basis.

In order to tender an eligible option, you mustnall outstanding EMC Options under the awardtirgj to that eligible option. EMC
and VMware are not accepting partial tenders ofigdar option awards. Similarly, if you tender sbs of EMC Restricted Stock from a
particular restricted stock award, you must teradlenf the EMC Restricted Stock under that award.

Expiration Date (page 49)

This Offer is scheduled to expire at 11:00 a.mcjfiRaTime, on August 6, 2007, unless EMC and VMdn our discretion, extend the
period of time during which this Offer will remagpen. EMC’s and VMware’s current intention is tdexd this Offer if the IPO Registration
Statement or the Exchange Offer Registration Statemvill not be declared effective prior to the gapon of this Offer.

Fractional Shares (page 50)

Awards of VMware Options and VMware Restricted &tadll be calculated according to the Exchange &®atid will be rounded down
to the nearest whole share on an award-by-awaid. Fsscordingly, VMware Options and VMware ResteidtStock will not be issued for
fractional shares, and you will not be compenséiedny fractional shares you otherwise would haaceived.

Proper Tender of EMC Options and EMC Restricted &dpage 50)

To validly tender your options or restricted stdokexchange in this Offer, you must either makaryelection to tender online through
the Election Site for the EMC—VMware Exchange Pamgrat https://www.corp-action.net/vmware or complatd sign the enclosed Letter
of Transmittal in accordance with its instructioasd send it to the information and exchange adigntail to Mellon Investor Services,
Reorganization Department, PO Box 3301, South Hadek, NJ 07606; by hand to Mellon Investor Sesji€eorganization Department,
27th Floor, 480 Washington Blvd., Jersey City, N310; or by overnight delivery to Mellon Investargices, Reorganization Department,
480 Washington Blvd., Mail Stop—Reorg, Jersey Qity,07310. Such election must be made through lénetign Site for the EMC—
VMware Exchange Program or received by the infoiomaand exchange agent, Mellon Investor Servicest o 11:00 a.m., Pacific Time,
on the Expiration Date.
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Withdrawal Rights (page 52)

You may withdraw some or all of the EMC Optiond=MC Restricted Stock you tendered for exchangaim®ffer. If you want to
withdraw any of the EMC Options you tendered foclenge, you must withdraw all tendered EMC Optisuigject to the particular award of
which the options you want to withdraw are a pand if you want to withdraw any EMC Restricted &tgou tendered for exchange, you
must withdraw all EMC Restricted Stock subjecthte particular award of which the restricted stoolt yant to withdraw is a part.

To validly withdraw EMC Options or EMC Restrictetb8k tendered for exchange, you must, prior tdithe this Offer expires, either
change your election online through the Electide 8r the EMC—VMware Exchange Program at httpsiMncorp-action.net/'vmware or
deliver to the information and exchange agent, delhvestor Services, a properly completed andesigaritten Notice of Withdrawal in the
form enclosed with this Prospectu®#er to Exchange. If you choose to deliver a Netd¢ Withdrawal, it must be sent to the informatant
exchange agent, by the means and at the appropddtess above set forth.

Delivery of VMware Restricted Shares, Options torBluase VMware Common Stock (page 53)

If and when EMC and VMware accept for exchangeaartellation your properly tendered and not witlhadr&MC Options and EMC
Restricted Stock, you will have no further righttharespect to those cancelled EMC Options and BRéStricted Stock. As promptly as
practicable after we accept tendered EMC OptionsEEMC Restricted Stock for exchange and cancefiatiee will send each tendering
employee a notice indicating the number of shaf&MC Stock subject to the options and the numibeshares of EMC Restricted Stock
tendered for exchange that have been acceptedaacdlted and the number of shares of VMware Stodetying the VMware Options
granted in exchange for such options, and the nuwftghares of VMware Restricted Stock grantedxichange for such EMC Restricted
Stock.

Extension; Termination; Amendment (page 54)

EMC and VMware may, from time to time, extend tlegipd of time during which this Offer is open arelay accepting any EMC
Options or EMC Restricted Stock tendered to therdibgeminating notice of the extension to optiodba by public announcement, oral or
written notice or otherwise as permitted by Rule-#8e)(3) under the Exchange Act.

EMC and VMware also expressly reserve the righth@ir reasonable judgment, prior to the Expirafiate, to terminate or amend this
Offer and to postpone their acceptance and caticellaf any EMC Options or EMC Restricted Stockdered for exchange upon the
occurrence of certain conditions by disseminatiotijce of the termination or postponement to theomptolders by public announcement, oral
or written notice or otherwise as permitted by aatile law.

Subject to compliance with applicable law, EMC afidware further reserve the right, in our discretiand regardless of whether any
event set forth in “The Exchange Offer—ConditiooCtompletion of the Offer” has occurred or is dedrig us to have occurred, to amend
this Offer in any respect, except if EMC or VMwamnaterially change the terms of this Offer or th®imation concerning this Offer, or if
they waive a material condition of this Offer, EN@d VMware will extend this Offer to the extentu@ed by the SEC. The period by which
this Offer will be extended in such a case will €legh on the facts and circumstances, includingdlaive materiality of such terms or
information. We will notify you of any such amendmand EMC will file with the SEC an amendmenthie Schedule TO.

Amendments to this Offer may be made at any timd,feom time to time, by providing appropriate wetof the amendment. Any
notice pursuant to this Offer will be disseminapedmptly to eligible employees in a manner reasbndésigned to inform them of such
change. EMC and VMware have no obligation to plblaivertise or otherwise communicate any suchipabhouncement except by
making a press release or as otherwise requiregplcable law.
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Automatic Extension (page 54)

This Offer will be automatically extended, for animum of one trading day, if a market disruptioretoccurs with respect to the El
Common Stock or the VMware Class A common stockidrer of the two days during which the value afreahare of EMC Common Stock
or VMware Class A common stock was originally expddo be determined.

Conditions to Completion of the Offer (page 55)

This Offer is subject to various conditions, indhgithe IPO Registration Statement and the Exch@ffgr Registration Statement
being declared effective by the SEC. EMC and VMwagy in their discretion waive any of the condipm whole or in part, at any time
and from time to time, prior to their acceptancedrchange and cancellation of EMC Options and BR&Gtricted Stock tendered pursuar
this Offer, whether or not they waive any otherdition to this Offer. EMC’s and VMware’s failure ahy time to exercise any of these rights
will not be deemed a waiver of any such rights.

Risk Factors (page 19)

In deciding whether to tender your EMC Options ME&Restricted Stock, you should carefully consitther matters described in “Risk
Factors,” as well as other information includedhis Prospectus—Offer to Exchange and the othenmeats incorporated by reference
herein.

Business of VMware (page 81)

We are the leading provider of virtualization saus. Our virtualization solutions represent a piening approach to computing that
separates the operating system and applicatiowaatfrom the underlying hardware to achieve sigaift improvements in efficiency,
availability, flexibility and manageability. Our ktions enable organizations to aggregate mulplwers, storage infrastructure and netw
together into shared pools of capacity that caalloeated dynamically, securely and reliably tolaggtions as needed, increasing hardware
utilization and reducing spending. We believe thatmarket opportunity for our virtualization saduts is large and expanding, with
24.6 million x86 servers and 489.7 million businesnt PCs installed worldwide as of December 2@ér customer base includes 100% of
the Fortune 100 and over 84% of the Fortune 1,0@0.customer base for our server solutions has gtovinclude 20,000 organizations of
all sizes across numerous industries. We believsalutions deliver significant economic value émstomers, and many have adopted our
solutions as the strategic and architectural fotioddor their future computing initiatives.

In the eight years since the introduction of otstfvirtualization platform, we have expanded offering with virtual infrastructure
automation and management products to addresidistl and heterogeneous infrastructure challesgels as system recoverability and
reliability, backup and recovery, resource provigig and management, capacity and performance rearag and desktop security. Our
broad and proven suite of virtualization solutiaasiresses a range of complex IT problems thatdleciofrastructure optimization, business
continuity, software lifecycle management and dgskhanagement.

We work closely with over 200 technology partnémsjuding leading server, processor, storage, nediwg and software vendors. We
have shared the economic opportunities surroundimgglization with our partners by facilitatinglation development through open
application programming interfaces (APIs), formatsl protocols and providing access to our sourde end technology. The endorsement
and support of our partners have further enharftedwareness, reputation and adoption of our Virateon solutions.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segroktite market. We derive a
significant majority of our revenues from our laigdirect sales channel of more than
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4,000 channel partners that include distributasellers, x86 system vendors and systems integratte believe that our partners benefit
greatly from the sale of our solutions through &ddal services, software and hardware sales oppitieés. We have trained a large numbe
partners and end users to deploy and leverageotutiass.

We have achieved strong financial performance te,ds demonstrated by our revenue growth. Ourr@tanues were $703.9 million
in 2006 and $387.1 million in 2005, representingramease of 82% in 2006. Software license revemes $491.9 million in 2006 and
$287.0 million in 2005, representing an increaséidf in 2006.

The historical financial information we have incadtin this Prospectus — Offer to Exchange incladesations of certain corporate
functions historically provided to us by EMC, indlag tax, accounting, treasury, legal and humaauees services and other general
corporate expenses. These allocations were madd basestimates which are considered reasonalarmynanagement. Our historical
results are not necessarily indicative of whatresults of operations, financial position, cashkvBor costs and expenses would have bee
we been an independent entity during the histopealods presented or what our results of opersifimancial position, cash flows or costs
and expenses will be in the future when we aretdigly-traded, stand-alone company.

VMware’s Industry Background (page 82)

The introduction of x86 servers in the 1980s predia low-cost alternative to mainframe and proarietNIX systems. The broad
adoption of Windows and the emergence of Linuxemges operating systems in the 1990s establishéda&Brers as the industry standard.
The growth in x86 server and desktop deploymengsriteoduced new operational risks and IT infrastiiee challenges. These challenges
include:

» Low Infrastructure Utilizatior. Typical x86 server deployments achieve an aveuéifization of only 10% to 15% of total
capacity, according to International Data Corpora{iDC), a market research firm. Organizationsdgby run one application p
server to avoid the risk of vulnerabilities in caqgplication affecting the availability of anothgpdication on the same serv

* Increasing Physical Infrastructure Cos. The operational costs to support growing physidaastructure have steadily increased.
Most computing infrastructure must remain operatlat all times, resulting in power consumptiomlaty and facilities costs th
do not vary with utilization levels

» Increasing IT Management Co«. As computing environments become more complex|dhel of specialized education and
experience required for infrastructure managemerggnnel and the associated costs of such persbavelincreased.
Organizations spend disproportionate time and mresswn manual tasks associated with server mainten and thus require
more personnel to complete these ta

» Insufficient Failover and Disaster Protecti. Organizations are increasingly affected by themone of critical server
applications and inaccessibility of critical enctudesktops. The threat of security attacks, nhtlisasters, health pandemics and
terrorism has elevated the importance of businessraity planning for both desktops and serv

» Desktop Management and Secu. Managing and securing enterprise desktops presenérous challenges. Controlling a
distributed desktop environment and enforcing manant, access and security policies without impgitisers’ ability to work
effectively is complex and expensive. Numerous ipegcand upgrades must be continually applied tktole€nvironments to
eliminate security vulnerabilitie

Virtualization was first introduced in the 1970sai@able multiple business applications to sharefalhdharness the centralized
computing capacity of mainframe systems. Virtudi@awas effectively abandoned during the 1980s 8f0s when client-server
applications and inexpensive x86 servers and dpsldstablished
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the model of distributed computing. Rather tharrisigaresources centrally in the mainframe modejaaizations used the low cost of
distributed systems to build up islands of compytiapacity, providing some benefits but also intidg new challenges. In 1999, VMware
introduced virtualization to x86 systems as a meargsficiently address many of these challengektariransform x86 systems into general
purpose, shared hardware infrastructure that ofdirgsolation, mobility and operating system ateifor application environments.

We believe that the addressable market opportdimitgur virtualization solutions is large and exgang. IDC estimates that less than
one million of the 24.6 million x86 servers anddéisan five million of the 489.7 million businedient PCs deployed worldwide are running
virtualization software. We believe industry treridwards more powerful yet under-utilized multi-e@ervers and the increasing complexity
of managing desktop environments will further aecatie the widespread adoption of virtualizationtfoth server and desktop deployments.

VMware’s Solution (page 84)

Our virtualization solutions run on industry-stardlaervers and desktops and support a wide rangpevéting system and application
environments, as well as networking and storagastifucture. We have designed our solutions totfoméndependently of the hardware and
operating system to provide customers with a bmatiorm choice. Our solutions provide a key ingggm point for hardware and
infrastructure management vendors to deliver difitiated value that can be applied uniformly acedlsapplication and operating system
environments. Key benefits to our virtualizatiotusions include:

» Server Consolidation and Infrastructure OptimizatidOur solutions enable organizations to achieveifsigimtly higher resource
utilization by pooling common infrastructure resoes and breaking the legs“ one application to one ser” model.

» Physical Infrastructure Cost Reductic Through server consolidation and containment soiutions reduce the required number
of servers and other related infrastructure oveth@aganizations are able to significantly decrgagesical infrastructure costs
through reduced data center space, power and go@gquirements

* Improved Operational Flexibility and Responsiven We offer a set of automation and management solsithat reduce the
amount of time IT professionals must spend on Isrggactive tasks, such as provisioning, configorgtmonitoring and
maintenance. Additionally, as the need for physitfahstructure decreases, so does the need fdiighéy/-specialized personnel
required to manage and maintain such environm

» Increased Application Availability and Improved Biess Continuit. Our solutions enable organizations to reduce ptathned
and unplanned downtime in their computing environtady allowing them to securely migrate entireuat environments to
separate servers or even data center locationsutitiser interruptior

* Improved Desktop Manageability and Secu. Our desktop virtualization solutions allow IT argzations to efficiently control
and secure desktop environments to end users tegamf their location, desktop hardware, operatygjem or business
application access neet

VMware’s Competitive Strengths (page 85)
We believe that the following competitive strengplosition us well to maintain and extend our lealligr in virtualization solutions:
» leading technology and market positi
» broad product portfolic
» open standards and choice of operating syst
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» large installed base of custome
» strong partner network; ar
» robust global support operations and servi

VMware’s Growth Strategy (page 87)
Our objective is to extend our market leadershipiitualization solutions. To accomplish this olijee, we intend to:
e broaden our product portfolir
» enable choice for customers and drive standi
» expand our network of technology and distributi@ntpers;
» increase sales to existing customers and pursuenstomers; an
* increase market awareness and drive adoption tofadization.

VMware’s Relationship with EMC (page 119)

We were acquired by EMC in January 2004, and poidhe IPO we were operated as a wholly owned didygi of EMC. As a result, in
the ordinary course of our business, we have rederarious services provided by EMC, including &ogounting, treasury, legal and human
resources services. EMC has also provided us Wélsérvices of a number of its executives and eyepl® prior to the IPO and will continue
to do so after the IPO.

EMC Will Be Our Controlling Stockholder.Immediately following the IPO, EMC, which will hblapproximately 43% of our Class A
common stock and 100% of our Class B common steitkpwn approximately 89% of our outstanding commmstock and 99% of the
combined voting power of our outstanding commoils{@pproximately 88% of our outstanding commoristand 98% of the combined
voting power of our outstanding common stock if timelerwriters exercise in full the over-allotmeption that we have granted them in the
IPO). As a result, EMC will continue to control fis¢lowing the completion of the IPO, and will belalto exercise control over all matters
requiring stockholder approval, including the ef@ttof our directors and approval of significantmarate transactions.

Agreements Between EMC and UsVe will enter into several agreements with EM@ptbd the completion of the IPO, including a
master transaction agreement, an administratiwécesragreement, a new tax sharing agreementteltectual property agreement, an
employee benefits agreement, an insurance matessrment and a real estate agreement. For a déstigp these agreements and the other
agreements that we will enter into with EMC, re&@ware’s Certain Relationships and Related Persam§actions—Relationship with
EMC Corporation.”

Impact of the Offer (page 42)

As of June 30, 2007, there were approximately 1&8floyees who would be eligible to participat¢hie Offer. Based on an assumed
IPO Price of $24.00 per share (the midpoint ofrdrge reflected in the IPO Registration Statemamd)an assumed VWAP of $19.54 (the
average of the volume-weighted average price paestf EMC Stock for the two days ended July 2@,720a maximum of approximately
14.7 million shares of our Class A class commoulkstmderlying options or restricted stock awardmgd subject to the Offer would be
issued, pursuant to the Offer, if all eligible enyses tendered all of their EMC Options and EMCtiReed Stock. We estimate that the
unamortized fair value of the exchanged awardsheilapproximately $103.1 million, which will be oegmized over the remaining vesting
periods.



Table of Contents

To assist eligible employees in understanding titergial impact of the Offer on earnings per shesenote that supplemental pro
forma basic and supplemental pro forma dilutediageper share amounts would have been $0.22 ag@ & the year ended December
2006 and $0.11 and $0.11 for the three months eltdedh 31, 2007, respectively, assuming the follayvi

e Supplemental pro forma basic and diluted earnimgsspare data assume actual pre-tax income iseddyc$380,000 and
$3,756,000 for the three months ended March 317 20@ the year ended December 31, 2006, respeactared net income is
reduced by $238,000 and $2,348,000 for the thregttmended March 31, 2007 and the year ended Dexe3b2006,
respectively, to reflect the estimated impact efthspective period’s amortization of the increrabstock compensation expense
resulting from the Offer

» Supplemental pro forma basic weighted average sluata assume the issuance and sale of the fab@D00 shares of our Class
A common stock (assuming the over-allotment opisoexercised in full) had occurred January 1, 2@§plemental pro forma
basic weighted average shares data also assurisstia@ce and sale of 9,500,000 shares of our Blassnmon stock to Intel
Capital (described below in “Recent Developmenittsi)l occurred January 1, 2006. (This differs fromthsic pro forma per shi
data presented under “Summary Consolidated FinbDeia,” “Selected Consolidated Financial Data” #imel consolidated
financial statements. That presentation includés ihre incremental number of shares necessary swlokto fund the amount of
the April 2007 dividend to EMC in excess of the t@eent twelve months’ earnings). The calculatiaudes the exercise of the
over-allotment option to provide potential investtine ability to understand the maximum amountilotidn that may occur as a
result of the IPO and the Offer. This assumptiomegfrom other pro forma amounts shown in othetspaf the Prospectus —
Offer to Exchange that give effect to the offeringvhich the ove-allotment option is not assumed to be exerci

e Supplemental pro forma diluted earnings per shareuats assume (1) the issuance and sale of the S&lasmmon stock
(pursuant to the IPO and to the Intel investment)he terms described above and (2) the consummatithe Offer assuming
100% of all the options and shares are exchangsdn@ng an IPO Price of $24.00 per share (the nmdpb the range set forth «
the cover of this IPO Registration Statement) sssliming a VWAP of $19.54 (the average of the voluweé@hted average price
per share of EMC Stock for the two days ended 20|y2007). If zero equity instruments were assutodike exchanged, diluted
income per share for these periods would be the senthe basic earnings per sh

This compares to reported basic and diluted easreg share of $0.26 and $0.26 for the year ende@mber 31, 2006 and $0.12 and
$0.12 for the three months ended March 31, 20@pedively.

Recent Developments

VMware and Intel Corporation, or Intel, have hadoagoing strategic relationship. VMware’s baseudlization platform virtualizes
Intel architecture. Intel Capital Corporation, otdl Capital, the global investment arm of Intelstagreed to invest $218.5 million in our C
A common stock at $23.00 per share, subject texpé@ation of the applicable waiting period undeg Hart-Scott-Rodino Antitrust
Improvements Act of 1976, or the HSR Act, and thiés§action of other customary closing conditiodpon the closing of the investment,
Intel Capital will own 9.5 million shares, or apghmately 12.7%, of our Class A common stock to bestanding after the IPO and
approximately 2.5% of our total common stock whidh then be outstanding, which shares will repreédess than 1% of the combined
voting power of our outstanding common stock. Pamswo Intel Capital’'s proposed investment, atl#er of the closing of the investment,
and the earlier of the completion of the IPO anpt&maber 30, 2007, our board of directors will appai new board member, an Intel
executive to be designated by Intel and acceptabder board. We have also entered into an invegjbts agreement with Intel Capital
pursuant to which Intel Capital will have certaggistration and other rights as a
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holder of our Class A common stock. See “DescriptbCapital Stock of VMware.” In addition, we ahdel have entered into a routine and
customary collaboration partnering agreement thptesses the parties’ intent to continue to expghait cooperative efforts around joint
development, marketing and industry initiativegelis investment is intended to foster strengthenéztcompany collaboration towards
accelerating VMware virtualization product adoptamIntel architecture and reinforcing the valueviofualization technology for customers.

This investment will not cause any change to VMwammntinued operation under our rules of engagemithtrespect to open indust
partnerships and confidentiality principles thatpuiblish to our technology partners.

In June 2007, VMware adopted the VMware 2007 Eqaiitgt Incentive Plan (2007 Equity and IncentiverPJawhich provides for the
granting of stock options or other stock-based d#jancluding awards of restricted stock. Througly 2, 2007, VMware’s Compensation
and Corporate Governance Committee made broad-lgaaets to issue approximately 35.8 million stopkians and approximately 453,000
restricted stock units. These awards have a failevaf approximately $260.5 million, which will wecognized over the awards’ vesting
periods, resulting in incremental equity-based censation expense through 2011. See “VMware Managesreiscussion and Analysis of
Financial Condition and Results of Operations—Bgbased Compensation.”

Legal and Other Limitations (page 56)

This Prospectus—Offer to Exchange is not an offesetl or exchange and it is not a solicitatiomofoffer to buy any shares of EMC's
common stock or VMware Class A common stock in jamigdiction in the United States in which the offgale or exchange is not permitted.
EMC and VMware are not aware of any jurisdictionthie United States where the making of this Offeitoacceptance would not be legal. If
EMC or VMware learn of any jurisdiction where magithis Offer or its acceptance would not be peeditEMC and VMware intend to
make a good faith effort to comply with the relevkaw in order to enable such offer and acceptande permitted. If, after such good faith
effort, EMC and VMware cannot comply with such I&NC and VMware will determine whether this Offeillloe made to and whether
tenders will be accepted from or on behalf of pesseho are holders of shares of EMC Options and ERé€lricted Stock residing in the
jurisdiction.

In any jurisdiction in which the securities or blsiey laws require this Offer to be made by a lieghsroker or dealer, this Offer may be
made on EMC'’s or VMware’s behalf by one or morestaged brokers or dealers licensed under the ¢dwsch jurisdiction.

Market Prices; Dividend Information (page 57)

EMC’s common stock is listed on the New York St&oichange under the symbol “EMC.” VMware Class A coom stock has been
approved for listing on the New York Stock Exchangeer the symbol “WVMW.” The closing sales priceEdIC’'s common stock was $18.
on July 6, 2007, the last full trading day priotthe date of the commencement of this Offer. Tlokcative exchange ratio that would have
been in effect following the official close of tiad on the New York Stock Exchange on July 6, 2@@&ed on the average (arithmetic mean)
of the VWAP of EMC’s common stock on July 5, 200 auly 6, 2007, the last two full trading daysopto the date of the commencement
of this Offer and assuming an IPO Price of $24.80ghare (the midpoint of the range of the esticht®© price reflected in the IPO
Registration Statement), would have provided f@rapimately 0.76912 shares (subject to rounding gnant-by-grant basis) of VMware
Class A common stock subject to a VMware Optiostares of VMware Restricted Stock to be exchangedviery share of EMC common
stock subject to an EMC Option or share of EMC Retsd Stock accepted for exchange in the Offer.

9
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EMC has never paid cash dividends on its commarkséMware paid cash dividends of $190.0 milliord&92.9 million to EMC in
2005 and 2004, respectively, and an $800.0 millietdend payable to EMC in the form of a note infh@007. VMware does not anticipate
declaring any cash dividends in the foreseeablegdut

U.S. Federal Income Tax Consequences (page 133)

The exchange of options and restricted stock puatsaahis Offer is expected to be treated as atagable exchange and the Company
and the participants in the exchange are not eggdotrecognize income for U.S. federal incomeptapposes upon the tender of EMC
Options and EMC Restricted Stock and the awardMfdre Options and VMware Restricted Stock. All intiee stock options that are
tendered in this Offer will be exchanged for noriiigal stock options. VMware may be entitled toea tieduction upon the exercise of the
nonqualified stock options issued as VMware Options

An optionholder who receives nonqualified stockiamd in VMware in exchange for incentive stock op# will, with respect to such
nonqualified stock options, not be eligible for fagorable tax treatment that is available to inisenstock options. That favorable tax
treatment consists generally of the ability to eis® the option without an immediate tax liabifity the optionee and the ability to receive
capital gains tax treatment upon disposition oftthderlying shares under certain circumstances.

Additional tax information with respect to the VMware Options and VMware Restricted Stock granted undethe 2007 Equity
and Incentive Plan is provided under “U.S. Federalncome Tax Consequences.” This information is a beif summary only and
reference is made to the Internal Revenue Code 09&6, as amended, and the regulations and interpreians issued thereunder, for a
complete statement of all relevant federal tax coegsjuencesWe recommend that you consult your own tax adwigthr respect to the
country, state and local tax consequences of gaating in this Offer.

No Appraisal Rights (page 43)
No appraisal rights are available to EMC sharehslde VMware stockholders in connection with thie®

Accounting Treatment of the Offer (page 43)

Accounting for the transaction will result in arciemental accounting expense for VMware equaléovdiue of the awards granted in
the exchange over the value of the awards tenderédccepted for exchange based on a “Black-Schaéstion. It is expected that there
will be excess fair value of the awards grantethéexchange over the fair value of the awardseiettland accepted for exchange based on «
“Black-Scholes” valuation, even though the “intigisvalue to eligible employees will remain the safsubject to the effects of rounding
fractional amounts), because the “Black-Scholediation takes into account the expected volatdity stock, which is expected to be
different between EMC Stock and VMware Stock. Aibdially, the expected term of the options grantethe exchange may differ from the
options tendered and accepted for exchange, whichdwesult in an incremental expense. The increatexpense will be recognized by
VMware over the remaining vesting period of the aisa

Comparison of Stockholder Rights (page 144)

VMware is organized under the laws of the StatBefaware, while EMC is organized under the lawthefCommonwealth of
Massachusetts. Differences in the rights of a s$tolcler of VMware from those of a shareholder of E&t@Se principally from differences in
the laws of Delaware and Massachusetts and theiwgive documents of each of VMware and EMC.

10
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The Information and Exchange Agent
The information and exchange agent for this Offdviellon Investor Services.

Comparative Per Share Data
The following tables present certain historical pleare data for EMC and certain historical perelaad pro forma data for VMware.

You should read the information below together witiware’s audited consolidated financial statememtd related notes and the
information under “VMware Management’s Discussionl &nalysis of Financial Condition and Results @e@ations” included elsewhere in
this Prospectus—Offer to Exchange and the histbfiicancial statements and related notes contaim&MC’s Form 10-K and Form 10-Qs
that EMC has filed with the SEC and which are ipooated herein by reference. To obtain copieseddtdocuments, see “Where You Can
Find More Information about EMC and VMware” on pd8. The unaudited pro forma data below is fastifative purposes only. The
companies might have performed differently had thegrated as stand-alone companies during allgepeesented. Accordingly, the
historical results should not be relied upon agditator of future performance. You should noyreh the information as being indicative of
the historical results that would have been achierahe future results of operation or financiahdition that the companies will experience
in the future.

EMC
Three Months Ended
March 31, Years Ended December 31,
2007 2006 2006 2005 2004 2003 2002
(in thousands, except per share amounts)
Cash dividends per shz $ — $ — $— $— $— $— $ —
Net income (loss) per weighted average st
Basic 0.1t 0.12 0.54 0.4¢ 0.3¢ 0.2z (0.05)
Diluted 0.1F 011 05/ 047 036 02z (0.0
March 31,

2007

Book value per shai $ 4.9¢
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VMware
Successor Company Predecessor Company
Three Months Ended March 31, Year Ended December 31,
(in thousands, except per share amounts) (in thousands)
Period
Period from from
January 9, February 1,
2004 to Year
December 31 2003 to Ended
January 8, January 31,
2007 2006 2006 2005 2004 2004 2003
Cash dividends per shate $ — $ — $ 241 $ 057 $ 0.2¢ $ — $ —
Net income per weighte
average share for
Class A and Class |
Basic 0.1z 0.0¢ 0.2¢ 0.2C 0.0t N/A N/A
Diluted 0.1z 0.0¢ 0.2¢ 0.2C 0.0t N/A N/A
March 31, 2007
Book value per shai $ (0.5%)
Three Months Year Ended
Ended March 31 December 31
2007 2006
Pro forma @:
Cash dividends per shdfe $ — $ 2.1<

Net income (loss) pe
weighted average shar:
for Class A and Class |

Basic $ 0.11 $ 0.22

Diluted $ 0.11 $ 0.22
March 31, 2007

Pro forma @):

Book value per shai $ 2.3¢

(1) In April 2007, VMware declared an $800,000 divideadEMC. The dividend has been given retroactifeatfas of December 31, 20(

(2) The pro forma data gives effect to (i) the @ste and sale of 37,950,000 shares of our Clagsmnon stock in the IPO (assuming the
over-allotment option is exercised in full) at assamed IPO Price of $24.00 per share (the midpditite range of the estimated IPO
Price reflected in the IPO Registration Statemdii})the issuance and sale to Intel of 9,500,0&ras of our Class A common stock for
proceeds of $218,500, (iii) the deduction of estedainderwriting discounts and offering expensespke by us and (iv) the
consummation of the Offer as described in this peotis—Offer to Exchange, assuming an IPO Pri&24f00 and a VWAP of $19.54
(the average of the volur-weighted average price per share of EMC Stockifertwo days ended July 20, 20C
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The consummation of the Offer will result htiemental pre-tax stock-based compensation exfrsssl on the difference between the
exchange date fair value of the options and réstfistock surrendered and the fair value of th®pptand restricted stock issued in
return. Assuming the consummation of the Offemaassumed initial public offering price of $24.0& ghare (the midpoint of the range
of the estimated IPO Price reflected in the IPOiRegtion Statement) and a VWAP equal to $19.54spare (the average of the volume-
weighted average price per share of EMC Stockifertwo days ended July 20, 2007), there will beeimental stockbased compensati

of $7,100, which will be recognized over the vegtoeriods of the equity instruments exchangedenQFfer. The historic, pro forma
adjustments and pro forma total stock-based conapiensand net income for the year ended Decemhe2®16 and the three months
ended March 31, 2007 is as follov

Three Months Ended March 31, 2007 Year Ended December 31, 2006
Pro forma Pro Pro forma Pro
Actual Adjustments Forma Actual Adjustments Forma
Total pre-tax stock-based
compensation expen $ 8,72( $ 38C $ 9,10( $38,99' $ 3,75¢ $42,75!
Net income 41,08( (23¢€) 40,84 85,89( (2,34%) 83,54.

The final incremental pre-tax stock based cemsgtion expense will be determined based on theuof EMC Options and EMC
Restricted Stock exchanged, the actual IPO pridettae actual VWAP. The following table provides sigimities to the pro forma basic
and diluted earnings per share for differencesérumber of equity instruments exchanged, thenasduPO price and the assumed
VWAP. The amounts below assume the issuance 068000 shares of Class A common stock in the IR©séale and issuance of
9,500,000 shares of Class A common stock to Imelthe completion of the Offer on the followingrtes.

Three Months Ended March 31, 2007 Year Ended December 31, 2006
Pro Forma Pro Forma
Pro Forma Diluted Pro Forma Diluted
Basic Earnings Earnings per Basic Earnings Earnings per
per Share Share per Share Share

50% of EMC Options and EMC

Restricted Stock are exchangec

assuming an IPO price of $24.0

per share and a VWAP of $19.£

per share $ 0.11 $ 0.11 $ 0.2z $ 0.2z
100% of EMC Options and EMC

Restricted Stock are exchanged,

assuming an IPO price of $25.00

per share and a VWAP of $19.54

per share $ 0.11 $ 0.11 $ 0.22 $ 0.22
100% of equity instruments are

exchanged, assuming an IPO o

$23.00 per share and a VWAP

$19.54 per shai $ 0.11 $ 0.11 $ 0.22 $ 0.22
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VMWARE'S SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial dsttauld be read together with “VMware Managemenischssion and Analysis of
Financial Condition and Results of Operations” and consolidated financial statements and relatedsnincluded elsewhere in this
Prospectus—Offer to Exchange.

The data for the years ended December 31, 200@@0t and the period from January 9, 2004 to Dece®be2004 have been derived
from our audited consolidated financial statemémthided elsewhere in this Prospectus—Offer to Brge. The data for the three months
ended March 31, 2007 and 2006 have been deriveddto unaudited consolidated financial statemerntkided elsewhere in this
Prospectus—Offer to Exchange. We have preparedrthedited consolidated financial statements orséimee basis as the audited
consolidated financial statements and, in the opiof management, the statements reflect all adjsts, which include only normal
recurring adjustments, necessary to present fdadyfinancial information set forth in these stagets. On January 8, 2004, all of our capital
stock was purchased by EMC. The acquisition waswatted for as a purchase; accordingly, our assetdiabilities were adjusted to their f
market values. Prior to the acquisition by EMC, fisral year ended on January 31. In connectioh thié acquisition, our fiscal year end v
changed to December 31 to conform to EMC's year @hd data for the fiscal year ended January 303 2@as derived from the audited
consolidated financial statements of our predecesggadch are not included in this Prospectus—OffeExchange. The data for the period
from February 1, 2003 to January 8, 2004 was défiram the unaudited consolidated financial stateef our predecessor, which are not
included in this Prospectus—Offer to Exchange. Assallt of our acquisition by EMC and the resultalgnge in basis, the results of
operations and financial position of our predecease not comparable with our results of operatiemd financial position following our
acquisition by EMC.

Our consolidated financial statements include alions of certain corporate functions provided$dy EMC, including general
corporate expenses. These allocations were maee basestimates of effort or resources incurredwrbehalf and which are considered
reasonable by management. Additionally, certairiotiosts incurred by EMC for our direct benefigtsas rent, salaries and benefits have
been included in our financial statements.
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The financial statements included in this ProspeetOffer to Exchange may not necessarily reflectresults of operations, financial
position and cash flows as if we had operatedsiarad-alone company during all periods presentedo#lingly, our historical results should
not be relied upon as an indicator of our futurdgrenance.

Successor Company Predecessor Company
Period from
Three Months Years Ended Period from February 1,
Ended March 31, December 31, January 9, Year
2004 to 2003 to Ended
December 31 January 8, January 31,
2007 2006 2006 2005 2004 2004 2003
(in thousands, except per share amounts) (in thousands)
Summary of Operations:
Revenues
License® $169,55° $ 90,30( $491,90. $287,00¢ $ 178,87 $ 61,98( $ 31,21¢
Services? 89,13¢ 38,777 212,00. 100,06¢ 39,88 12,22( —
Total revenue 258,69 129,077 703,90: 387,07 218,75t 74,20( 31,21¢
Costs of revenue:
Cost of license revenué&¥?) 20,55¢ 12,40¢ 59,20: 40,34( 32,81 3,44¢ 5,59¢
Cost of services revenugg?) 23,46¢ 9,59¢ 64,18( 24,85: 12,62¢ 4,77 —
44,02« 22,00¢  123,38. 65,19: 45,43¢ 8,21¢ 5,59¢
Gross profit 214,67. 107,07¢ 580,52: 321,88 173,32( 65,98 25,62(
Operating expense
Research and developméht 54,95¢ 22,33¢  148,25: 72,56 43,90( 25,38: 15,78¢
Sales and marketing 86,707 42,56¢ 238,32 124,96- 59,97¢ 23,02¢ 12,45,
General and administrativ® 26,62« 11,847 69,60: 30,76: 19,03" 11,53¢ 4,16¢
In-process research and developn — — 3,70( — 15,20( — —
Operating income (los! 46,38: 30,328 120,63 93,59¢ 35,20° 6,032 (6,799
Investment incom 2,97 34C 3,271 3,077 54 462 554
Other income (expense), r 59 (348 (1,369 (1,339 (110 (27) —
Income (loss) before tax 49,41¢ 30,317 122,54 95,34( 35,15( 6,46¢ (6,239
Income tax provisioff 8,33¢ 9,981 36,83: 28,56¢ 18,36¢ 1,84¢ 14E
Income (loss) before cumulative effect of a chaimng
accounting principlt 41,08( 20,33¢ 85,71¢ 66,77¢ 16,78: 4,62( (6,389
Cumulative effect of a change in accounting prite
(net of tax) — 17t 17t — — — —
Net income (loss $ 41,08 $ 20,517 $ 8589 $66,77F $ 16,78 $ 462( $ (6,38)
Net income per weighted average share, basit
diluted for Class A and Class $ 012 $ 006 $ 02 $ 020 $ 0.0t N/A N/A
Weighted average shares, basic and diluted for
Class A and Class 332,50( 332,50( 332,50(  332,50( 332,50( N/A N/A
Pro forma basic and diluted earnings per share for
Class A and Class B $ 0.11 $ 0.2¢
Pro forma weighted average shares, basic and dii
for Class A and Class 363,36t 363,36t
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Successor Company Predecessor Company
December 31, January 31,
March 31, January 8,
2007 2006 2005 2004 2004 2003
(in thousands) (in thousands)

Balance Sheet Data:
Cash and cash equivalel $ 258,46¢f $ 176,13« $ 38,65! $ 36,05¢ $49,88: $ 13,68¢
Working capital (deficiency 3,44¢ (55,319 (134,199 (29,166 12,18¢ 6,56¢
Total asset 1,244,371 1,145,95! 799,80: 697,67! 82,01t 39,55¢
Total stockholder’s equity (deficity (183,49) (230,819 453,82¢ 560,28: (27,45 (35,56¢€)

(1) In 2006, VMware acquired all of the outstandaigires of Akimbi Systems, Inc. See Note B to thesolidated financial statements
included elsewhere in this Prospe—Offer to Exchange

(2) The Company did not separate its revenuessirafaevenues between license and services foraaeended January 31, 2003. For
purposes of this presentation, the total revenoddatal cost of revenues for such period have Ipeesented license revenues and cost of
license revenues, respective

(3) Includes stock-based compensation, acquisittated intangible amortization and capitalizedwafe development costs amortization,
and excludes capitalized software development castmdicated in the table belo

Successor Company Predecessor Company
Period from
Three Months Year Ended .
Ended March 31, December 31, Period from February 1,
January 9,
2004 to 2003 to Year Ended
December 31 January 8, January 31,
2007 2006 2006 2005 2004 2004 2003

Cost of license revenu
Stocl-based compensatic $ 36 $ 14 $ 99 $ — $ — $ — $ —
Acquisition-related intangible

amortizatior 5,21¢ 5,381 21,84( 23,35} 25,48’ — —
Capitalized software development costs

amortizatior 7,981 2,76¢ 22,29¢ 6,15¢ 1,313 — —
Cost of services revenu — —
Stocl-based compensatic 494 39t 2,38¢ 1,29¢ 1,061 — —
Research and developmt
Stock-based compensation not

capitalizec 6,392 2,22¢ 26,34 14,65¢ 10,29: — —
Total capitalized software developme

costs (7,599 (17,672 (43,017 (25,109 (8,155 — —
Stock-based compensation included in

total capitalized software

development costs abo 927 5,32¢ 10,48¢ 3,54t — — —
Sales and marketir
Stocl-based compensatic 2,94¢ 1,84(C 12,02( 5,341 4,672 — —
Acquisition-related intangible

amortizatior 577 544 2,18¢ 1,78t — — —
General and administrativ
Stocl-based compensatic 1,77¢ 1,99 10,38: 5,77¢ 3,51¢ — —
Acquisition-related intangible

amortizatior 49z 374 1,49¢ 1,00C 773 — —

(4) The income tax effect of stock-based compeosaticquisition-related intangible amortizatiorpitalized software development costs
and amortization of capitalized software developnuasts was $5,144, $(167), $18,042, $9,567, $9883and $—for the three montt
ended March 31, 2007 and 2006, the years endedhibere31, 2006 and 2005, the period from Janua?p@4 to December 31, 2004,
the period from February 1, 2003 to January 8, 200#2003, respectivel
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(5) Unaudited pro forma per share data gives effeche weighted average shares used in the edion| to the additional 30.9 million
shares, which, when multiplied by the assumed ioifeprice of $24.00 per share (the midpoint ofidwege set forth in the IPO
Registration Statement), and after giving effec fro rata allocation of offering costs, would @é&een required to be issued to generate
proceeds sufficient to pay the portion of the $800,dividend declared in April 2007 (see Note Mhe consolidated financial stateme
included elsewhere in this Prospe—Offer to Exchange) that exceeded the most recezivéamonth’ net earnings

(6) The stockholders’ equity (deficit) as of Mar&h, 2007, gives retroactive effect to the $800,0@end paid to EMC in the form of a

note in April 2007. See Note M to the financialtetaents
17
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EMC'S SELECTED HISTORICAL CONSOLIDATED FINANCIAL DA TA

Summary of Operations:

Revenue:

Operating income (los

Net income (loss

Net income (loss) per weighted aver:
share, basi

Net income (loss) per weighted aver:
share, dilutet

Weighted average shares, be

Weighted average shares, dilu

Balance Sheet Data
Working capital

Total asset

Long-term obligation$)
Stockholder equity

Three Months Ended

March 31, Year Ended December 31,
2007 2006 200612 2005() 20044 2003() 2002
(in thousands, except per (in thousands, except per share amounts)
share amounts)
$ 2,975,000 $ 2,550,68 $11,155,09 $ 9,663,95 $ 8,229,48! $ 6,236,80! $5,438,35:
341,52¢ 302,82- 1,207,75! 1,480,42. 1,043,99. 401,15° (493,83)
312,60° 272,45t 1,223,98. 1,133,16! 871,18¢ 496,10¢ (118,709)
$ 0.1t $ 0.1z $ 052 % 0.4¢ $ 0.3¢ $ 0.2z $ (0.05)
$ 0.1t % 011 % 05¢ $ 047 $ 0.3¢ $ 0.2z $ (0.05)
2,080,03! 2,350,601 2,248,43. 2,382,97 2,402,19: 2,211,54. 2,206,29:
2,121,822 2,400,31. 2,286,300 2,432,58: 2,450,571 2,237,651  2,206,29.
March 31, December 31,
2007 2006 20061 2005(3) 20044 2003() 2002
(in thousands, except per (in thousands, except per share amounts)
share amounts)
$ 3,554,02; $ 2,365,07 $ 2,639,48. $ 2,900,111 $ 1,882,221 $ 2,140,77' $2,175,59
18,622,30 16,662,05 18,566,24 16,790,38 15,422,90 14,092,860 9,590,44
3,571,56! 113,40¢ 3,454,66! 129,99 130,84« 132,63 6,96:
10,339,77 12,115,129 10,325,70 12,065,43 11,523,28 10,884,72 7,226,00.

(1) In 2006, EMC adopted FAS No. 123R “Share-bd@agment” which requires the expensing of stockooysi As a result of adopting the
new standard, Operating income decreased by $24illién, Net income decreased by $204.5 million} eome per weighted average
share, basic decreased by $0.10 and Net incomegighted average share, diluted decreased by ¢

(2) In 2006, EMC acquired all of the outstandingrels of RSA Security Inc., Network Intelligence @anation, Kashya, Inc., Interlink
Group, Inc., nLayers Ltd., Akimbi Systems, Inc. éadmar Technologies, Inc. and acquired the asgd®soActivity Software Solutions

Ltd..

(3) In 2005, EMC acquired all of the outstanding shafeSystem Management Arts Incorporated and Caj@oftware Corporatior
(4) In 2004, EMC acquired all of the outstanding shafegMware.

(5) In 2003, EMC acquired all of the outstanding shafdsEGATO Systems, Inc. and Documentum, |

(6) Includes lon-term convertible debt and capital leases, excludirgent portion
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RISK FACTORS

Risks Related to the Offer
You will be subject to different risks if you tendEMC Options or shares of EMC Restricted Stockthme Offer.

If you exchange all of your EMC Options and shareEMC Restricted Stock, and you do not otherwis® @MC Stock, then you will
no longer have an interest in EMC and its posdiltiere growth, but instead you will have an intéiasvMware and its possible future
growth. As a result, you will be subject exclusiv#d risks associated with an investment in VMwanel not risks associated with an
investment in EMC.

If you exchange some, but not all, of your EMC ©Opé$ or shares of EMC Restricted Stock, then youhaive an interest in both EMC
and its possible future growth and VMware and d@sgible future growth and you will be subject te thsks associated with investments in
both EMC and VMware. This means that, in the futar®Mware Option that you receive in the exchaogald be “out of the money” at a
time when, based on the then current price of ENEIS the EMC Option you exchanged would have Beethe money” had you retained
it. If a VMware Option that you receive in the eadge becomes “out of the money” and remains “otth®imoney” after it vests and until its
expiration, it will then be worthless.

If you do not exchange any of your EMC Options ahdres of EMC Restricted Stock, then you will comé to have an interest in EN
and its possible future growth and will be subjedhe risks associated with an investment in EMGwever, if you otherwise have or rece
VMware Options or shares of VMware Stock, you wohtinue to have an interest in VMware and its jibsguture growth and will be
subject to the risks associated with an investrimextware.

You will not know the exact number of VMware Optisor shares of VMware Restricted Stock that youl nékceive in the exchange
at the time by which you must decide whether or tmtender your EMC Options or shares of EMC Restdad Stock.

A final Exchange Ratio will be posted at approxietaf:30 p.m., Pacific Time, after the Offer exgin the Expiration Date. As you
must make any election to tender before that tiroa,will not know exactly how many VMware Optionsshares of VMware Restricted
Stock you will receive in exchange for your tendeEMC Options or shares of EMC Restricted Stockwy@u make your election.

If you tender vested EMC Options, the VMware Optotiat you receive in exchange will have a new iresschedule.

If you tender vested EMC Options, the VMware Opgidimat you receive in exchange will be subject i@wa vesting period,
commencing on the Grant Date, which provides finfessting, subject to continued employment, foliogva period equal to the shorter of
twelve months or 90 days prior to the scheduledratipn of the tendered EMC Options (but if suctiB@ay would be prior to the date of
grant, then the VMware option granted would vesttendate of grant). These VMware Options will hetvested at the Grant Date and will
vest monthly in equal amounts over the vestingagerTherefore, you will lose the benefit of thegitowards vesting that you accumulated in
order to vest those EMC Options. Subject to theditimms of your option agreement and the termsefapplicable EMC Plan, if your
employment with VMware terminates following the @r®ate, unvested VMware Options that you recaivihé exchange may be forfeited.

If you tender shares of EMC Restricted Stock, theses of VMware Restricted Stock that you receimeekchange may not be subje
to the same acceleration provisions.

Except as described in the next risk factor, EMGtReted Stock properly tendered in this Offer aod withdrawn will be exchanged
for VMware Restricted Stock which will continuette governed by the same
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provisions regarding timing of the lapse of resivics and other terms and conditions of the EMCtfesd Stock for which it was
exchanged, except that the certain VMware ResttiSteck, depending on the date of grant, receinetis Offer will be subject to different
acceleration provisions related to VMware achiewiegain performance benchmarks than those appditalthe original EMC Restricted
Stock award.

If you tender vested EMC Options or Restricted $toihe VMware Options or VMware Restricted Stoclatlyou receive in exchange
will not be subject to accelerated vesting on a &cige in control.”

The EMC Options and EMC Restricted Stock which ymay tender in the Offer were, in certain circumst subject to accelerated
vesting on a “change in control” of EMC. The VMwaDgtions and VMware Restricted Stock that we willrg in the exchange will not be
subject to accelerated vesting on a “change inrebhihis means that, unless otherwise providethattime, you will not receive the benefit
of your VMware Options and VMware Restricted Stbelcoming fully vested or unrestricted upon a “cleaimgcontrol.”

If you do not tender some or all of your EMC Optisror shares of EMC Restricted Stock, you could Itise rights to those EMC
Options and shares of EMC Restricted Stock if EMEases to hold shares of VMware Stock representifgpor more of the total
outstanding voting power of VMware.

EMC Options and EMC Restricted Stock that you ckamst to tender for exchange, or that are not phppendered in this Offer, will
remain outstanding and retain all their currenttgrincluding exercise price, term, vesting scheduld timing of the lapse of restrictions for
EMC Restricted Stock as applicable. For so longM€E continues to hold shares of VMware Stock regméag 50% or more of the total
outstanding voting power of VMware, service with Vidre will be considered service with EMC for purg®®f vesting and determining
timing of the lapse of restrictions for EMC Redteit Stock. However, if EMC ceases to hold sharag\bivare stock representing 50% or
more of the total outstanding voting power of VM&ayour employment will be treated as terminategfoposes of such awards, and any
EMC Options and EMC Restricted Stock then held oy will be terminated in accordance with the teohthe applicable award.

If the VMware Options that you receive in the exalge vest or if the restrictions on the VMware Résted Stock that you receive in
the exchange lapse, you may be prohibited from fyegelling the shares of VMware Stock that you réeefrom such exercise or
lapse of restrictions for a period of time.

VMware has agreed with the underwriters that, esralition to participating in this Offer, particireg employees who receive VMwe
Options or VMware Restricted Stock must agree todigpose of or effectively dispose of (e.g., bddiag) any restricted stock or shares of
common stock underlying such options for a peribila® days from the date the SEC declares the IBgisRation Statement effective.
Therefore, you will not be able to sell or dispo$such shares, if you have any, until after tretqa, and there is no guarantee that the price
of VMware Stock will be as high after that perialiis during that period.

Tax-Related Risks

The tax treatment of VMware Options issued pursuaatthis Offer under tax law is not completely ceith, and you may be required
to recognize income prior to the exercise of youviWare Options or pay an additional tax in respedtsuch VMware Options under
applicable tax laws if you participate in this Offe

Although we do not expect it to be the case, jitassible that VMware Options issued pursuant t® @ffer will be subject to taxes that
are imposed under Section 409A of the Internal RegeCode governing nonqualified deferred compemsaliherefore, if you receive
VMware Options pursuant to this Offer, there isharce you may incur taxes and penalties underde4fi9A with respect to the VMware
Options. In addition, if you are subject to the kawxs in more than one jurisdiction, you shouldab&re that tax consequences of more than
one jurisdiction may apply to your VMware Optiorssaaresult of your participation in this Offer. Yate advised to consult with your
personal tax advisor with respect to the decisibetiver to participate in this Offer.
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The VMware Options that you receive in the exchangdl not qualify as incentive stock options.

VMware Options granted in exchange for incenticektoptions tendered for exchange and acceptedignirso this Offer will not
qualify as incentive stock options. You will thesed not be eligible for the favorable tax treatnthat may be available for incentive stock
options, which generally may be exercised withouinamediate tax liability for the optionee and whillow the optionee under certain
circumstances to receive capital gains tax treatmeon disposition of the underlying shares.

If you are a resident of the U.S. but subject to f@ign tax laws, there may be tax and social insurare consequences that may
apply to you for tendering EMC Options or shares oEMC Restricted Stock in exchange for VMware Optios or shares of VMware
Restricted Stock pursuant to this Offer. You shouldbe certain to consult your own tax advisors to diguss these consequences.

Risks Relating to VMware’s Business

The virtualization products and services we seledrased on an emerging technology and therefore gb&ential market for our
products remains uncertain.

The virtualization products and services we develag sell are based on an emerging technologyopiathnd our success depends on
organizations and customers perceiving technolbgita operational benefits and cost savings as®atigith adopting virtualization
solutions. Our relatively limited operating histagd the relatively limited extent to which virtization solutions have been currently ado
may make it difficult to evaluate our business lsesthe potential market for our products remaireettain. To the extent that the
virtualization market develops more slowly or lessnprehensively than we expect, our revenue groaits may slow materially or our
revenue may decline substantially.

We expect to face increasing competition that cordgult in a loss of customers, reduced revenueslecreased profit margins.

The market for our products is competitive and wgeet competition to significantly intensify in tifigure. For example, Microsoft
currently provides products that compete with safheur entry-level offerings and has announcedhtisntion to provide products that will
compete with some of our enterprise-class prodadtse future. We also face competition from otbe@mpanies, including several recent
market entrants. Existing and future competitory mi&roduce products in the same markets we sarirgend to serve, and competing
products may have better performance, lower prioetter functionality and broader acceptance tharpooducts. Many of our current or
potential competitors also have longer operatistphies, greater name recognition, larger custdrases and significantly greater financial,
technical, sales, marketing and other resourceswheado. This competition could result in increapading pressure and sales and marketing
expenses, thereby materially reducing our profitgimes, and could harm our ability to increase, ause us to lose, market share. Increased
competition also may prevent us from entering mtoenewing service contracts on terms similahtsé that we currently offer.

Some of our competitors and potential competitapply a wide variety of products to, and have veslilablished relationships with, our
current and prospective end users. Some of theapetdors have in the past and may in the futuke talvantage of their existing
relationships to engage in business practicesiafie our products less attractive to our end ugersexample, Microsoft has recently
implemented distribution arrangements with x86 exysvendors and independent software vendors, os,|&lated to certain of their
operating systems that only permit the use of Miofts virtualization format and do not allow the useof corresponding format. Microst
has also recently implemented pricing policies teguire customers to pay additional license feseb on certain uses of virtualization
technology. These distribution and licensing restins, as well as other business practices thgtheadopted in the future by our
competitors, could materially impact our prospeetgardless of the merits of our products. In addjtcompetitors with existing relationships
with our current or prospective end users couldhafuture integrate competitive capabilities ititeir existing products and make them
available without additional charge.
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We also face potential competition from our parsn&or example, third parties currently selling ptoducts could build and market
their own competing products and services or mar&etpeting products and services of third partiese are unable to compete effectively,
our growth and our ability to sell products at jadfle margins could be materially and adverseigcaéd.

Industry alliances or consolidation may result im¢reased competition.

Some of our competitors have made acquisitionsitared into partnerships or other strategic retatidgps with one another to offer a
more comprehensive virtualization solution tharytmelividually had offered. We expect these trefalsontinue as companies attempt to
strengthen or maintain their market positions mekolving virtualization infrastructure industiyany of the companies driving this trend
have significantly greater financial, technical anider resources than we do and may be betteliqrosit to acquire and offer complementary
products and technologies. The companies resutimg these possible combinations may create margediing product offerings and be
able to offer greater pricing flexibility than wartor may engage in business practices that mahker# difficult for us to compete effective
including on the basis of price, sales and marggpimgrams, technology or product functionalitye$a pressures could result in a substantial
loss of customers or a reduction in our revenues.

Our operating results may fluctuate significantlyhich makes our future results difficult to predie@nd may result in our operating
results falling below expectations or our guidanoghich could cause the price of our Class A commsiock to decline.

Our operating results may fluctuate due to a waétactors, many of which are outside of our cohtAs a result, comparing our
operating results on a period-to-period basis nayor meaningful. You should not rely on our pasuits as an indication of our future
performance. In addition, a significant portionoofr quarterly sales typically occurs during thé asnth of the quarter, which we believe
generally reflects customer buying patterns foegnise technology. As a result, our quarterly afieg results are difficult to predict even in
the near term. If our revenue or operating resaltdelow the expectations of investors or se@sianalysts or below any guidance we may
provide to the market, the price of our commonistoould likely decline substantially.

In addition, factors that may affect our operatiagults include, among others:

« fluctuations in demand, adoption, sales cyclesmiting levels for our products and servic

« changes in custom¢ budgets for information technology purchases arttiértiming of their purchasing decisiol
» the timing of recognizing revenue in any given ¢eiaas a result of software revenue recognitioficgs;

» the sale of our products in the timeframes we guate, including the number and size of ordersaichequarter

» our ability to develop, introduce and ship in adlynmanner new products and product enhancemaeattsnkbet customer demand,
certification requirements and technical requiretsi

» the timing of the announcement or release of prsdoicupgrades by us or by our competit

e our ability to implement scalable internal systdorsreporting, order processing, license fulfillnhgoroduct delivery, purchasing,
billing and general accounting, among other funtj

e our ability to control costs, including our openatiexpenses

» our ability to attract and retain highly skilled ployees, particularly those with relevant expereeircsoftware development and
sales; ant

» general economic conditions in our domestic anerirational markets
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If operating system and hardware vendors do not gerate with us or we are unable to obtain early ass to their new products, or
access to certain information about their new prata to ensure that our solutions interoperate withose products, our product
development efforts may be delayed or foreclosed.

Our products interoperate with Windows, Linux arilden operating systems and the hardware devicesroérous manufacturers.
Developing products that interoperate properly iegusubstantial partnering, capital investmentamgloyee resources, as well as the
cooperation of the vendors or developers of theaiprg) systems and hardware. Operating system arthiMare vendors may not provide us
with early access to their technology and prodwdsist us in these development efforts or shateawisell to us any APls, formats, or
protocols we may need. If they do not provide uthithie necessary early access, assistance or gagriechnology on a timely basis, we
may experience product development delays or bblena expand our products into other areas. Textent that software or hardware
vendors develop products that compete with outhage of EMC, they may have an incentive to withhbkir cooperation, decline to share
access or sell to us their proprietary APIs, pro®or formats or engage in practices to activiehytlthe functionality, or compatibility, and
certification of our products. In addition, hardwanr operating system vendors may fail to certifgupport or continue to certify or support,
our products for their systems. If any of the faneg occurs, our product development efforts magddayed or foreclosed and our business
and results of operations may be adversely affected

We rely on distributors, resellers, x86 system versdand systems integrators to sell our productsgaur failure to effectively
develop, manage or prevent disruptions to our distition channels and the processes and procedutes support them could cause
a reduction in the number of end users of our procts.

Our future success is highly dependent upon maiintgiand increasing the number of our relationshijtk distributors, resellers, x86
system vendors and systems integrators. By relgindistributors, resellers, x86 system vendorssystems integrators, we may have littls
no contact with the ultimate users of our produttisreby making it more difficult for us to estahlibrand awareness, ensure proper delivery
and installation of our products, service ongoingtomer requirements, estimate end user demanceapdnd to evolving customer needs.

Recruiting and retaining qualified channel partraard training them in the use of our technology mrmaiuct offerings requires
significant time and resources. In order to develog expand our distribution channel, we must omtito expand and improve our proce:
and procedures that support our channel, includirgnvestment in systems and training, and thosegsses and procedures may become
increasingly complex and difficult to manage. Wagmlly do not have long-term contracts or minimpunchase commitments with our
distributors, resellers, x86 system vendors antesys integrators, and our contracts with these relgrartners do not prohibit them from
offering products or services that compete withrso@ur competitors may be effective in providingantives to existing and potential char
partners to favor products of our competitors gorevent or reduce sales of our products. Our ailgrartners and x86 system vendors may
choose not to offer our products exclusively calatOur failure to maintain and increase the nundieelationships with channel partners
would likely lead to a loss of end users of ourdurets which would result in us receiving lower newres from our channel partners. One of
the Company’s distribution agreements is with Imgidicro, which accounted for 29% of our revenue2006. The agreement with Ingram
Micro under which the Company receives the subistiamiajority of its Ingram Micro revenues is terrabie by either party upon 90 days’
prior written notice to the other party, and neitharty has any obligation to purchase or sellpmogucts under the agreement. The terms of
this agreement between Ingram Micro and us aretauotisly similar to the terms of the agreementshaee with other distributors, except
certain differences shipment and payment termgnmdfication obligations and product return righi¢hile we believe that we have in place,
or would have in place by the date of any such itetion, agreements with other distributors suéfitito maintain our revenues from
distribution, if we were to lose Ingram Micro’s ttibution services, such loss could have a negatiy@act on our results of operations until
such time as we arrange to replace these disibsgrvices with the services of existing or nesirdiutors. We believe that we could repl
the revenues earned from Ingram Micro’s distribuservices in a relatively short period after &losthese services and that the negative
impact on our results of operations due to sudsa would be short-term.
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The concentration of our product sales among a Ited number of distributors increases our potent@kdit risk and could cause
significant fluctuations or declines in our produaevenues.

As of December 31, 2006, approximately 28% and 1d48d,as of December 31, 2005, approximately 30%1464, of our total
accounts receivable outstanding were from twoibistors. We anticipate that sales of our produzis timited number of distributors will
continue to account for a significant portion of tatal product revenues for the foreseeable fufline concentration of product sales among
certain distributors increases our potential cregits. One or more of these distributors coulggglayments or default on credit extended to
them. Any significant delay or default in the catien of significant accounts receivable could tesuan increased need for us to obtain
working capital from other sources, possibly onseoterms than we could have negotiated if we hiadbkshed such working capital
resources prior to such delays or defaults. Angiigant default could result in a negative impantour results of operations.

We are dependent on our existing management and key development personnel, and the loss of keypenel may prevent us
from implementing our business plan in a timely maer.

Our success depends largely upon the continuedtesref our existing management. We are also sntislig dependent on the
continued service of our key development persoforglroduct innovation. We generally do not havepkayment or norcompete agreemel
with our existing management or development persband, therefore, they could terminate their epplent with us at any time without
penalty and could pursue employment opportunitigls any of our competitors. The loss of key empkxs/eould seriously harm our ability
release new products on a timely basis and cogtdfi&iantly help our competitors.

Because competition for our target employees i®itge, we may not be able to attract and retain hirghly skilled employees we need
to support our planned growth.

To execute our growth plan, we must attract araimdtighly qualified personnel. Competition for $keepersonnel is intense, especially
for engineers with high levels of experience inigieisig and developing software and senior saleswgikes. We may not be successful in
attracting and retaining qualified personnel. Weehiom time to time in the past experienced, aedewpect to continue to experience in the
future, difficulty in hiring and retaining highlykiled employees with appropriate qualificationsaiy of the companies with which we
compete for experienced personnel have greateamesmthan we have. In addition, in making emplaynaecisions, particularly in the high-
technology industry, job candidates often consiblervalue of the stock options, restricted sto@ntg or other equity-based compensation
they are to receive in connection with their empleyt. A decline in the value of our stock after iB® could adversely affect our ability to
attract or retain key employees. If we fail toattrnew personnel or fail to retain and motivateaurent personnel, our business and future
growth prospects could be severely harmed.

If we are unable to protect our intellectual proggrrights, our competitive position could be harmedwe could be required to incur
significant expenses to enforce our rights.

We depend on our ability to protect our propriet@ghnology. We rely on trade secret, patent, dghyand trademark laws and
confidentiality agreements with employees and tpadies, all of which offer only limited protectioAs such, despite our efforts, the steps
we have taken to protect our proprietary rights matybe adequate to preclude misappropriation opoaprietary information or
infringement of our intellectual property rightsidaour ability to police such misappropriation wiringement is uncertain, particularly in
countries outside of the United States. Furtheth waspect to patent rights, we do not know whetimgrof our pending patent applications
will result in the issuance of patents or whettheréxamination process will require us to narrowaaims. Even if patents are issued from
our patent applications, which is not certain, thegy be contested, circumvented or invalidatethénfuture. Moreover, the rights granted
under any issued patents may not provide us wipratary protection or competitive advantages, asdvith any technology, competitors
may be able to develop similar or superior techgie®to our own now or in the future. In additiorg rely on contractual and license
agreements with third parties in connection witkitluse of our products and technology. There is no

24



Table of Contents

guarantee that such parties will abide by the tevfssich agreements or that we will be able to adexfy enforce our rights, in part because
we rely on “click-wrap” and “shrink-wrap” licens@s some instances.

Detecting and protecting against the unauthorizedaf our products, technology and proprietarytsdgh expensive, difficult and, in
some cases, impossible. Litigation may be necessahe future to enforce or defend our intelletpraperty rights, to protect our trade
secrets or to determine the validity and scop&eforoprietary rights of others. Such litigationultbresult in substantial costs and diversio
management resources, either of which could hambwsiness, operating results and financial comwljtand there is no guarantee that we
would be successful. Furthermore, many of our curmed potential competitors have the ability tdidate substantially greater resources to
protecting their technology or intellectual progeaights than do we. Accordingly, despite our eéffpwe may not be able to prevent third
parties from infringing upon or misappropriating antellectual property, which could result in abstantial loss of our market share.

We provide access to our hypervisor and other sel@source code to partners, which creates addaiamsk that our competitors
could develop products that are similar or bettah ours.

Our success and ability to compete depend subatignipon our internally developed technology, whis incorporated in the source
code for our products. We seek to protect the scode, design code, documentation and other writtzterials for our software, under tr:
secret and copyright laws. However, we have chts@novide access to our hypervisor and other sadesource code to more than 35 of our
partners for co-development, as well as for opersAlBrmats and protocols. Though we generally mdrccess to our source code and other
intellectual property, and enter into confidentiabr license agreements with such partners, alsasebith our employees and consultants,
safeguards may be insufficient to protect our sgbhtour technology. Our protective measures mapdgequate, especially because we may
not be able to prevent our partners, employeesmsutants from violating any agreements or licerge may have in place or abusing their
access granted to our source code. Improper disel@s use of our source code could help compstiterelop products similar to or better
than ours.

Claims by others that we infringe their proprietatgchnology could force us to pay damages or preéuenfrom using certain
technology in our products.

Third parties could claim that our products or teabgy infringe their proprietary rights. This rigkay increase as the number of
products and competitors in our market increasdsoaarlaps occur. In addition, to the extent thatgain greater visibility and market
exposure as a public company, we face a higheofibleing the subject of intellectual property inflement claims. Any claim of
infringement by a third party, even one without im@ould cause us to incur substantial costs dkfenagainst the claim, and could distract
our management from our business. Furthermoresty peaking such a claim, if successful, could seaijudgment that requires us to pay
substantial damages. A judgment could also inchrdajunction or other court order that could preves from offering our products. In
addition, we might be required to seek a licensetfe use of such intellectual property, which maybe available on commercially
reasonable terms or at all. Alternatively, we mayrdquired to develop non-infringing technology jethcould require significant effort and
expense and may ultimately not be successful. Anlgese events could seriously harm our busingssating results and financial conditic
Third parties may also assert infringement claigeirgst our customers and channel partners. Anlgasfet claims could require us to initiati
defend potentially protracted and costly litigatmmtheir behalf, regardless of the merits of thdaans, because we generally indemnify our
customers and channel partners from claims ofriggiment of proprietary rights of third parties annection with the use of our products. If
any of these claims succeed, we may be forcedytalamages on behalf of our customers or chann#igra;, which could materially reduce
our income.

Our use of “open source” software could negativelifect our ability to sell our products and subjegs to possible litigation.

A significant portion of the products or technokegiiacquired, licensed or developed by us may icatp so-called “open source”
software, and we may incorporate open source sotiméo other products in the future.
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Such open source software is generally licensdtstguthors or other third parties under open solicenses, including, for example, the
GNU General Public License, the GNU Lesser Gerfeuslic License, “Apache-style” licenses, “Berkelgftware Distribution,” “BSD-
style” licenses and other open source licensesméator our use of open source software in an effoavoid subjecting our products to
conditions we do not intend. Although we believattive have complied with our obligations undenthgous applicable licenses for open
source software that we use such that we haveiggeted any such conditions, there is little olegal precedent governing the interprete
of many of the terms of certain of these licenses| therefore the potential impact of these termswr business is somewhat unknown and
may result in unanticipated obligations regarding groducts and technologies. For example, we neasulbjected to certain conditions,
including requirements that we offer our produbtst tuse the open source software for no costwhahake available source code for
modifications or derivative works we create baspdny incorporating or using the open source softveaud/or that we license such
modifications or derivative works under the terrhshe particular open source license.

If an author or other third party that distribuseeh open source software were to allege that Wenbaicomplied with the conditions of
one or more of these licenses, we could be reqtirgttur significant legal expenses defending agfasuch allegations. If our defenses were
not successful, we could be subject to significkmhages, enjoined from the distribution of our piaid that contained the open source
software and required to comply with the foregodogditions, which could disrupt the distributiordesale of some of our products. In
addition, if we combine our proprietary softwarehwdpen source software in a certain manner, usal®e open source licenses we could be
required to release the source code of our pr@pyietoftware, which could substantially help oumpetitors develop products that are sin
to or better than ours.

Our sales cycles can be long and unpredictable, aud sales efforts require considerable time anderse. As a result, our sales are
difficult to predict and may vary substantially fro quarter to quarter, which may cause our operatingsults to fluctuate
significantly.

The timing of our revenue is difficult to prediQur sales efforts involve educating our custombmuaithe use and benefit of our
products, including their technical capabilitieslgpotential cost savings to an organization. Custsrtypically undertake a significant
evaluation process that has in the past resultadengthy sales cycle, which typically lasts sal/aronths, and may last a year or longer. We
spend substantial time, effort and money on owrssafforts without any assurance that our effoilispnoduce any sales. In addition, product
purchases are frequently subject to budget consdranultiple approvals, and unplanned administeaprocessing and other delays. If sales
expected from a specific customer for a particglaarter are not realized in that quarter or atoait, results could fall short of public
expectations and our business, operating resultsimancial condition could be materially adversaffected.

Our current research and development efforts mayt pooduce significant revenues for several yeafsat all.

Developing our products is expensive. Our investmenresearch and development may not result irketable products or may result
in products that take longer to generate reveraragenerate less revenues, than we anticipatere8aarch and development expenses were
$148.3 million, or 21.1% of our total revenues 008, and $72.6 million, or 18.7% of our total rewes in 2005. Our future plans include
significant investments in software research anegld@ment and related product opportunities. Weelselthat we must continue to dedica
significant amount of resources to our researchdavelopment efforts to maintain our competitiveifion. However, we may not receive
significant revenues from these investments foesswears, if at all.

We may not be able to respond to rapid technoloydsnges with new solutions and services offeringsich could have a material
adverse effect on our sales and profitability.

The markets for our software solutions are charaeté by rapid technological changes, changingatust needs, frequent new softw
product introductions and evolving industry stadailhe introduction of
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third-party solutions embodying new technologied tre emergence of new industry standards coulderaak existing and future software
solutions obsolete and unmarketable. We may nableto develop updated products that keep padetaéhnological developments and
emerging industry standards and that address tieasingly sophisticated needs of our custometisatiinteroperate with new or updated
operating systems and hardware devices or cettifppooducts to work with these systems and deveed there is no assurance that any of
our new offerings would be accepted in the marlegpl Significant reductions in server-related coste rise of more efficient
infrastructure management software could also afemand for our software solutions. As a resudt,may not be able to accurately predict
the lifecycle of our software solutions, and thegynbecome obsolete before we receive the amouervehues that we anticipate from them.
If any of the foregoing events were to occur, duifity to retain or increase market share in th#udlization software market could be
materially adversely affected.

Our ability to sell our products is dependent oretiquality of our support and services offerings,dour failure to offer high-quality
support and services could have a material adve¥ect on our sales and results of operations.

Once our products are integrated within our custshf&rdware and software systems, our customeysd@epend on our support
organization to resolve any issues relating topyaducts. A high level of support is critical févet successful marketing and sale of our
products. If we or our channel partners do notoiffely assist our customers in deploying our peigusucceed in helping our customers
quickly resolve post-deployment issues, and proeffiective ongoing support, our ability to sell guroducts to existing customers would be
adversely affected, and our reputation with pogmtistomers could be harmed. In addition, as vpamra our operations internationally, our
support organization will face additional challesg@cluding those associated with delivering suippining and documentation in
languages other than English. As a result, ounffaito maintain high-quality support and servigesp adequately assist our channel partners
in providing high-quality support and services, ldoesult in customers choosing to use our comgrstiproducts instead of ours in the futt

Adverse economic conditions or reduced informatitathnology spending may adversely impact our revesu

Our business depends on the overall demand fomiration technology and on the economic health ofcourent and prospective
customers. The purchase of our products is ofteeretionary and may involve a significant committngincapital and other resources. Weak
economic conditions, or a reduction in informatienhnology spending even if economic conditionsrowup, would likely adversely impact
our business, operating results and financial ¢mrdin a number of ways, including by lengthensades cycles, lowering prices for our
products and services and reducing unit sales.

We may engage in future acquisitions that could mipt our business, cause dilution to our stockhotdeand harm our business,
operating results and financial condition.

In the future we may seek to acquire other busesggsoducts or technologies. However, we may aathe to find suitable acquisition
candidates and we may not be able to complete siiqus on favorable terms, if at all. If we do qalete acquisitions, we may not ultimately
strengthen our competitive position or achievegnals, or may be viewed negatively by customengitial markets or investors.
Acquisitions may disrupt our ongoing operationgedi management from day-to-day responsibilitissféase our expenses and adversely
impact our business, operating results and findaoiadition. Future acquisitions may reduce ouhcagilable for operations and other uses
and could result in an increase in amortizationease related to identifiable assets acquired, patlyndilutive issuances of equity securities
or the incurrence of debt. We have limited histalriexperience with the integration of acquired camps. There can be no assurance that we
will be able to manage the integration of acqulvadinesses effectively or be able to retain andvaiet key personnel from these businesses.
Any difficulties we encounter in the integratioropess could divert management from day-to-day resipiities, increase our expenses and
have a material adverse effect on our businesadial condition and results of operations.
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Operating in foreign countries subjects us to addital risks that may harm our ability to increase maintain our international sale:
and operations.

In 2006, we derived approximately 44% of our revefram customers outside the United States. We kales and technical support
personnel in numerous countries worldwide. We eifmecontinue to add personnel in additional caestrOur international operations
subject us to a variety of risks, including:

» the difficulty of managing and staffing internatadmffices and the increased travel, infrastrucand legal compliance costs
associated with multiple international locatio

+ difficulties in enforcing contracts and collectingcounts receivable, and longer payment cyclegcgsty in emerging market
» difficulties in delivering support, training and @omentation in certain foreign marke

» tariffs and trade barriers and other regulatorgartractual limitations on our ability to sell ogvelop our products in certain
foreign markets

» increased exposure to foreign currency exchangerisi;
» reduced protection for intellectual property righteluding reduced protection from software piratgome countries; ar
« difficulties in maintaining appropriate controldating to revenue recognition practic

As we continue to expand our business globally,smgcess will depend, in large part, on our abititanticipate and effectively mane
these and other risks associated with our intesnatioperations. Our failure to manage any of thiesks successfully could harm our
international operations and reduce our internatisales.

Our products are highly technical and may containrers, which could cause harm to our reputation arativersely affect our
business.

Our products are highly technical and complex aviten deployed, have contained and may containgriefects or security
vulnerabilities. Some errors in our products maly &re discovered after a product has been instalfetlused by customers. Any errors,
defects or security vulnerabilities discovered um products after commercial release could resuligs of revenue or delay in revenue
recognition, loss of customers and increased seauic warranty cost, any of which could adversfigcaour business, operating results and
financial condition. In addition, we could faceiola for product liability, tort or breach of wartgnincluding claims relating to changes to
our products made by our channel partners. Ouractistwith customers contain provisions relatingvéaranty disclaimers and liability
limitations, which may not be upheld. Defending@suit, regardless of its merit, is costly and rdasert management’s attention and
adversely affect the market's perception of us @mdproducts. In addition, if our business lialilihsurance coverage proves inadequate or
future coverage is unavailable on acceptable temas all, our business, operating results andhfifed condition could be adversely impac

Our independent registered public accounting firmdntified a material weakness in the design and ig®n of our internal controls
as of December 31, 2006, which, if not remediedjldaesult in material misstatements in our finarali statements in future periods.

Our independent registered public accounting figported to our board of directors a material wea&rie the design and operation of
our internal controls as of December 31, 2006 eelab the capitalization of software developmerst£0A material weakness is defined by
the standards issued by the Public Company Acaogi@iversight Board as a more than remote likelinthadla material misstatement of the
annual or interim financial statements will notfgrevented or detected. The material weakness egsintim a lack of adequate internal
controls to ensure the timely identification andwoulation of costs once a project reaches teclyizab
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feasibility under applicable accounting standafdee consolidated financial statements includedis Prospectus—Offer to Exchange reflect
adjustments to properly state our capitalized saféndevelopment costs for the periods includedethe©ur independent registered public
accounting firm was not engaged to audit the effeness of our internal control over financial repay as of December 31, 2006. If such an
evaluation had been performed, additional materedknesses may have been identified.

Under Section 404 of the Sarbanes-Oxley Act of 2802 the current rules of the Securities and Exgh&@ommission, or SEC, our
management and auditors will be required to evalaatl report on the effectiveness of our internatrol over financial reporting as of
December 31, 2008. We believe we have a plan refglaremediate the material weakness by implemgmtilditional formal policies,
procedures and processes, hiring additional acowupersonnel and increasing management reviewoaersight over the financial statem
close process. We believe we had adequate comirplace at June 30, 2007 to remediate the matggakness and that there have not been
and will not be any material costs associated witth remediation. If our remediation is insuffidiemaddress the material weakness, or if
additional material weaknesses in our internal mdsiare discovered in the future, we may fail #etnour future reporting obligations, our
financial statements may contain material misstateémand the price of our common stock may decline.

If we fail to implement an effective system of int@l controls, we may not be able to accurately ogpour financial results or prever
fraud. As a result, our stockholders could lose ¢mence in our financial reporting, which could han our business and the trading
price of our common stock.

We are preparing for compliance with Section 404bgressing the existing material weakness inrmterral controls and by
strengthening, assessing and testing our systémteshal controls. In particular, we believe welwiéed to increase the number of our
accounting personnel and improve our processesysidms to ensure timely and accurate reportirgiofinancial results in accordance v
reporting obligations as a stand-alone public camdallowing the IPO. However, the continuous pregef strengthening our internal
controls and complying with Section 404 is expeasind time-consuming, and requires significant mament attention. We cannot be
certain that these measures will ensure that wieeviiediate the existing material weakness or implaet adequate control over our financial
processes and reporting. In addition, we have ifilethicertain processes that need to be automatedder to ensure that we have effective
internal control over financial reporting. If weeanot able to automate these processes in a tfiawiyon, we will not be able to ensure
compliance. Furthermore, if we rapidly grow ouribess, our internal controls will become more cam@nd we will require significantly
more resources to ensure our internal controlsativemain effective. Failure to implement requireglv or improved controls, or difficulties
encountered in their implementation, could harmaperating results or cause us to fail to meeteporting obligations. If we or our
independent registered public accounting firm disc@dditional material weaknesses, the disclostiteat fact, even if quickly remedied,
could reduce the market’s confidence in our finahsiatements and harm our stock price. In addifitmre noneompliance with Section 4(
could subject us to a variety of administrativecsams, including the suspension or delisting af common stock from the exchange on
which we decide to list and the inability of registd broker-dealers to make a market in our comstaek, which could further reduce our
stock price.

If we fail to manage future growth effectively, waay not be able to meet our customers’ needs oale to meet our future
reporting obligations.

We have expanded our operations significantly sinception and anticipate that further significearpansion will be required. This
future growth, if it occurs, will place significademands on our management, infrastructure and mhkeurces. To manage any future
growth, we will need to hire, integrate and retaighly skilled and motivated employees. We willafseed to continue to improve our
financial and management controls, reporting aretatonal systems and procedures. If we do notiffdy manage our growth we may not
be able to meet our customers’ needs, thereby selyeaiffecting our sales, or be able to meet oturéureporting obligations.
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Our business is subject to the risks of earthquaki@®, floods and other natural catastrophic eventand to interruption by man-
made problems, such as computer viruses or termorisvhich could result in delays or cancellations cfistomer orders or the
deployment of our products.

Our corporate headquarters are located in the &arciSco Bay Area, a region known for seismic aigtiA significant natural disaster,
such as an earthquake, fire or a flood, could lkamaterial adverse impact on our business, opgragsults and financial condition. In
addition, our servers are vulnerable to computersés, break-ins and similar disruptions from uhatized tampering with our computer
systems. In addition, acts of terrorism or war dazduse disruptions in our or our customers’ bissiree the economy as a whole. To the
extent that such disruptions result in delays oce#ations of customer orders, or the deployméiouo products, our revenues would be
adversely affected.

Changes to financial accounting standards may affear reported financial results and cause us toartge our business practices.

We prepare our financial statements to conform géherally accepted accounting principles, or GAARhe United States. These
accounting principles are subject to interpretabigrthe SEC and various other bodies. A changkasd policies can have a significant effect
on our reported results and may affect our repgmiintransactions completed before a change iswaroen. Changes to those rules or the
interpretation of our current practices may advgraffect our reported financial results or the was conduct our business.

Risks Related to VMware’s Relationship with EMC
As long as EMC controls us, your ability to influee matters requiring stockholder approval will bienited.

After the IPO, EMC will own 32,500,000 shares o&€3d A common stock and all 300,000,000 sharesasfs® common stock,
representing approximately 89% of the total outditagy shares of common stock or 99% of the votinggroof outstanding common stock.
The holders of our Class A common stock and ous€CEacommon stock have identical rights, prefersmeel privileges except with respect
to voting and conversion rights, the election @édiors, certain actions that require the constholders of Class B common stock and other
protective provisions as set forth in this ProspgeetOffer to Exchange. Holders of our Class B comstonk will be entitled to 10 votes per
share of Class B common stock, and the holdersio€tass A common stock will be entitled to oneevper share of Class A common stock.
The holders of Class B common stock, voting sepbrais a class, are entitled to elect 80% of thel tumber of directors on our board of
directors which we would have if there were no vedas on our board of directors at the time. Sulieany rights of any series of preferred
stock to elect directors, the holders of Class semn stock and the holders of Class B common staitkyg together as a single class, are
entitled to elect our remaining directors, whiclmattime will be less than one director. If EMCriséers shares of our Class B common stock
to any party other than a successor-in-intereatsubsidiary of EMC (other than in a distributiorits stockholders under Section 355 of the
Internal Revenue Code of 1986, as amended, ordde,@r in transfers following such a distributiatifose shares would automatically
convert into Class A common stock. For so long BIKCEr its successor-in-interest beneficially owhargs of our common stock
representing at least a majority of the votes lextito be cast by the holders of outstanding vositogk, EMC will be able to elect all of the
members of our board of directors.

In addition, until such time as EMC or its succesaeinterest beneficially owns shares of our comnstock representing less than a
majority of the votes entitled to be cast by thédbos of outstanding voting stock, EMC will have thbility to take stockholder action withc
the vote of any other stockholder and without hgummcall a stockholder meeting, and investorhia PO will not be able to affect the
outcome of any stockholder vote during this perigsia result, EMC will have the ability to contadl matters affecting us, including:

» the composition of our board of directors and, tigto our board of directors, any determination wépect to our business plans
and policies

e any determinations with respect to mergers, adipisi and other business combinatic
e our acquisition or disposition of asse
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» our financing activities

» certain changes to our certificate of incorporat

» changes to the agreements providing for our triamsib becoming a public compar
e corporate opportunities that may be suitable fosng EMC;

« determinations with respect to enforcement of g may have against third parties, including wétspect to intellectual
property rights

» the payment of dividends on our common stock;
» the number of shares available for issuance unaiestock plans for our prospective and existing leyges.
Our certificate of incorporation and the mastensiction agreement also contain provisions thatiredghat as long as EMC beneficit
owns at least 20% or more of the outstanding sharear common stock, the prior affirmative votevaitten consent of EMC (or its

successor-in-interest) as the holder of the ClassrBmon stock is required (subject in each caseti@ain exceptions) in order to authorize us
to:

» consolidate or merge with any other ent

e acquire the stock or assets of another entity ggex of $100 million

e issue any stock or securities except to our sudisédi or pursuant to the IPO or our employee bepkins;
» dissolve, liquidate or wind us u

» declare dividends on our stoc

* enter into any exclusive or exclusionary arrangeméth a third party involving, in whole or in pagroducts or services that are
similar to EMC's; and

» amend, terminate or adopt any provision inconsistéth certain provisions of our certificate of orporation or bylaws

If EMC does not provide any requisite consent altmaus to conduct such activities when requestedywil not be able to conduct su
activities and, as a result, our business and perating results may be harmed.

EMC's voting control and its additional rights descdlaove may discourage transactions involving agbaf control of us, includir
transactions in which holders of our Class A comrsimtk might otherwise receive a premium for ycarss over the then-current market
price. EMC is not prohibited from selling a contirad) interest in us to a third party and may dansthout your approval and without
providing for a purchase of your shares of ClagAmon stock. Accordingly, shares of Class A comistock may be worth less than they
would be if EMC did not maintain voting control augs or have the additional rights described above.

In the event EMC is acquired or otherwise undergoelsange of control, any acquiror or successdmientitled to exercise the voting
control and contractual rights of EMC, and may darsa manner that could vary significantly fronatlof EMC.

By participating in the Offer, you will be deemed b have notice of and have consented to the provia®of our certificate of
incorporation and the master transaction agreementvith respect to the limitations that are describedabove.

Our business and that of EMC overlap, and EMC maynepete with us, which could reduce our market share

EMC and we are both IT infrastructure companiewiging products related to storage management,-bpcklisaster recovery,
security, system management and automation, pomitgl and resource management. There can be n@assuhat EMC will not engage in
increased competition with us in the future. Initidd, the intellectual
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property agreement that we will enter into with EM@ provide EMC the ability to use our source eaahd intellectual property, which,
subject to limitations, it may use to produce darfaoducts that compete with ours. EMC'’s rightstiis regard extend to its majority owned
subsidiaries, which could include joint venturesewthEMC holds a majority position and one or mdreus competitors hold minority
positions.

EMC could assert control over us in a manner whamhld impede our growth or our ability to enter nenarkets or otherwise adversely
affect our business. Further, EMC could utilizeciéstrol over us to cause us to take or refraimftaking certain actions, including entering
into relationships with channel, technology anceotimarketing partners, enforcing our intellectualperty rights or pursuing corporate
opportunities or product development initiativeattbould adversely affect our competitive positimejuding our competitive position
relative to that of EMC in markets where we compeith them. In addition, EMC maintains significgrartnerships with certain of our
competitors, including Microsoft.

EMC'’s competition in certain markets may affect oability to build and maintain partnerships.

Our existing and potential partner relationshipy iba affected by our relationship with EMC. We partwith a number of companies
that compete with EMC in certain markets in whidiE& participates. EMC’s majority ownership in us migffect our ability to effectively
partner with these companies. These companies avay bur competitors because of our relationship &MC.

EMC competes with certain of our significant chdntechnology and other marketing partners, ineigdBM and Hewlett-Packard.
Pursuant to our certificate of incorporation andeotagreements that we will have with EMC, EMC rhaye the ability to impact our
relationship with our partners that compete with&Mhich could have a material adverse effect arresults of operations or our ability to
pursue opportunities which may otherwise be avhilabus.

Our historical financial information as a businessegment of EMC may not be representative of ounutessas an independent public
company.

The historical financial information we have inchatlin this Prospectus—Offer to Exchange does nessarily reflect what our
financial position, results of operations or caskwE would have been had we been an independédtyt dating the historical periods
presented. The historical costs and expenses tedlét our consolidated financial statements inelad allocation for certain corporate
functions historically provided by EMC, includingX, accounting, treasury, legal and human resosessces. The historical financial
information is not necessarily indicative of what eesults of operations, financial position, clletvs or costs and expenses will be in the
future. We have not made pro forma adjustmentsfteat many significant changes that will occupim cost structure, funding and
operations as a result of our transition to becgnaipublic company, including changes in our emgdolgase, potential increased costs
associated with reduced economies of scale andadred costs associated with being a publicly trestadd-alone company. For additional
information, see “VMware’s Selected ConsolidatedaFicial Data,” “VMware Management’s Discussion &malysis of Financial Condition
and Results of Operations” and our historical ctidated financial statements and notes thereto.

Our ability to operate our business effectively msyffer if we are unable to cost-effectively estishlour own administrative and
other support functions in order to operate as amst-alone company after the expiration of our traitisnal services agreements with
EMC.

As a subsidiary of EMC, we have relied on admiaiste and other resources of EMC to operate ounbss. In connection with the
IPO, we will enter into various service agreeméatsetain the ability for specified periods to tlsese EMC resources. See “VMware’s
Certain Relationships and Related Person Transectidhese services may not be provided at the $aveéas when we were a wholly
owned subsidiary of EMC, and we may not be ablebtain the same benefits that we received prithédPO. These services may not be
sufficient to meet our needs, and after our agre¢sngith EMC expire, we may not be able to replédase services at all or obtain these
services at prices and on terms as favorable asuwently have with
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EMC. We will need to create our own administratiwel other support systems or contract with thirdiggto replace EMC'’s systems. In
addition, we have received informal support from &Mhich may not be addressed in the agreementsilventer into with EMC; the level
of this informal support may diminish as we becamnaore independent company. Any failure or sigaiftcdowntime in our own
administrative systems or in EMC’s administratiystems during the transitional period could resulinexpected costs, impact our results
and/or prevent us from paying our suppliers or eygs and performing other administrative servarea timely basis. See “VMware’s
Certain Relationships and Related Person Transesti&Relationship with EMC Corporation” for a destiop of these services.

After the IPO, we will be a smaller company relagito EMC, which could result in increased costs base of a decrease in our
purchasing power and difficulty maintaining existm customer relationships and obtaining new customer

Prior to the IPO, we were able to take advantageMC's size and purchasing power in procuring goteishnology and services,
including insurance, employee benefit support amditaand other professional services. We are alsmadmpany than EMC, and we cannot
assure you that we will have access to financidl@her resources comparable to those availahis fior to the IPO. As a stand-alone
company, we may be unable to obtain office spameqlg, technology and services at prices or on tesifavorable as those available to us
prior to the IPO, which could increase our cosis sduce our profitability. Our future success daejseon our ability to maintain our current
relationships with existing customers, and we mayehdifficulty attracting new customers.

In order to preserve the ability for EMC to distnilbe its shares of our Class B common stock on a-teee basis, we may be prevented
from pursuing opportunities to raise capital, tofettuate acquisitions or to provide equity incerdgs/to our employees, which could
hurt our ability to grow.

Beneficial ownership of at least 80% of the totaiing power and 80% of each class of nonvotingtahptock is required in order for
EMC to effect a tax-free spin-off of VMware or cart other tax-free transactions. We have agregddhao long as EMC or its successor-in-
interest continues to own greater than 50% of thiieng control of our outstanding common stock, wik mot knowingly take or fail to take
any action that could reasonably be expected tlyme EMC's or its successor-in-interest’s abitityundertake a tax-free spin-off.
Additionally, under our certificate of incorporati@and the master transaction agreement, we musinabe consent of EMC or its successor-
in-interest as the holder of our Class B commonksto issue stock or other VMware securities exiciggpursuant to employee benefit plans,
which could cause us to forgo capital raising apesition opportunities that would otherwise beikalde to us. See “WMware’s Certain
Relationships and Related Person Transactions—iBeship with EMC Corporation.As a result, we may be precluded from pursuingais
growth initiatives.

Third parties may seek to hold us responsible fiabilities of EMC, which could result in a decrease our income.

Third parties may seek to hold us responsible fCEs liabilities. Under our master transaction agnent with EMC, EMC will
indemnify us for claims and losses relating toiliibs related to EMC's business and not relatedur business. However, if those liabilities
are significant and we are ultimately held lialde them, we cannot assure you that we will be ablecover the full amount of our losses
from EMC.

Although we intend to enter into a new tax sharirgreement with EMC under which our tax liabilitiesffectively will be determined
as if we were not part of any consolidated, comhdr@ unitary tax group of EMC Corporation and/orstsubsidiaries, we nonetheless
could be held liable for the tax liabilities of o#r members of these groups.

We have historically been included in EMC’s condated group for U.S. federal income tax purposesyell as in certain consolidated,
combined or unitary groups that include EMC Corgioraand/or certain of its
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subsidiaries for state and local income tax purpodée intend to enter into a new tax sharing agezewith EMC that will become effective
upon consummation of the IPO. Pursuant to the aavgharing agreement, we and EMC generally will engé&tyments to each other such
that, with respect to tax returns for any taxaldeaqa in which we or any of our subsidiaries arguded in EMC’s consolidated group for
U.S. federal income tax purposes or any other dfaed, combined or unitary group of EMC Corpavatand/or its subsidiaries, the amo

of taxes to be paid by us will be determined, stitfje certain adjustments, as if we and each ofabsidiaries included in such consolidated,
combined or unitary group filed our own consolidateombined or unitary tax return.

We have been included in the EMC consolidated gfouf).S. federal income tax purposes for periadafich EMC owned at least
80% of the total voting power and value of our targing stock and expect to be included in suclsaleated group following the IPO. Ea
member of a consolidated group during any partadresolidated return year is jointly and severhdlile for tax on the consolidated returr
such year and for any subsequently determinedidetig thereon. Similarly, in some jurisdictionsclkeanember of a consolidated, combined
or unitary group for state, local or foreign incotag purposes is jointly and severally liable foe state, local or foreign income tax liability
of each other member of the consolidated, combimathitary group. Accordingly, for any period in iwh we are included in the EMC
consolidated group for U.S. federal income tax pags or any other consolidated, combined or ungesyp of EMC Corporation and/or its
subsidiaries, we could be liable in the event #mtincome tax liability was incurred, but not diacged, by any other member of any such
group.

Our inability to resolve favorably any disputes tharise between us and EMC with respect to our pastl ongoing relationships may
result in a significant reduction of our revenue.

Disputes may arise between EMC and us in a nunftameas relating to our ongoing relationships,udahg:
» labor, tax, employee benefit, indemnification amlgeo matters arising from our separation from El
» employee retention and recruitir
* business combinations involving t
» our ability to engage in activities with certainacimel, technology or other marketing partn
» sales or dispositions by EMC of all or any portadrits ownership interest in u
» the nature, quality and pricing of services EMC &geed to provide u
» business opportunities that may be attractive th BE&MC and us; an
» product or technology development or marketingvétegs which may require the consent of EN

We may not be able to resolve any potential caisfliand even if we do, the resolution may be lagerfble than if we were dealing
with an unaffiliated party.

The agreements we will enter into with EMC may beeaded upon agreement between the parties. Whikreveontrolled by EMC, w
may not have the leverage to negotiate amendmethese agreements if required on terms as fawtahls as those we would negotiate
with an unaffiliated third party.

Some of our directors and executive officers own EMommon stock, restricted shares of EMC commorctktor options to acquire
EMC common stock and hold management positions vikC, which could cause conflicts of interests thagsult in our not acting
on opportunities we otherwise may have.

Some of our directors and executive officers own@Esbdmmon stock and options to purchase EMC comnumk sin addition, some ¢
our directors are executive officers and/or directif EMC. Ownership of
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EMC common stock, restricted shares of EMC comntocksand options to purchase EMC common stock ydoectors and officers after
the IPO and the presence of executive officersrectbrs of EMC on our board of directors couldates or appear to create, conflicts of
interest with respect to matters involving bothansl EMC that could have different implications EWMC than they do for us. Provisions of
our certificate of incorporation and the mastensection agreement address corporate opportutiiéésre presented to our directors or
officers that are also directors or officers of EM&e cannot assure you that the provisions in edificate of incorporation will adequately
address potential conflicts of interest or thaeptial conflicts of interest will be resolved inrdavor or that we will be able to take advantage
of corporate opportunities presented to individweth® are officers or directors of both us and EME .a result, we may be precluded from
pursuing certain growth initiatives.

EMC'’s ability to control our board of directors mamake it difficult for us to recruit high-quality ndependent directors.

So long as EMC beneficially owns shares of our camistock representing at least a majority of thesentitled to be cast by the
holders of outstanding voting stock, EMC can effexty control and direct our board of directorsrtfer, the interests of EMC and our other
stockholders may diverge. Under these circumstapeEsons who might otherwise accept our invitatojoin our board of directors may
decline.

We will be a “controlled company” within the meangnof the New York Stock Exchange rules, and, aseault, will rely on
exemptions from certain corporate governance rearrents that provide protection to stockholders tfer companies.

After the completion of the IPO, EMC will own mattean 50% of the total voting power of our commoarsls and we will be a
“controlled company” under the New York Stock Exafa corporate governance standards. As a contrabieghany, certain exemptions
under the New York Stock Exchange standards fréeonsthe obligation to comply with certain New %d8tock Exchange corporate
governance requirements, including the requirements

» that a majority of our board of directors considtindependent director

» that we have a corporate governance and nominetimgnittee that is composed entirely of independéettors with a written
charter addressing the commi’s purpose and responsibiliti¢

+ that we have a compensation committee that is cegtpentirely of independent directors with a wnittharter addressing the
committeds purpose and responsibilities; ¢

« for an annual performance evaluation of the normgadnd governance committee and compensation ctie@

While we will voluntarily cause our Compensatiorda@orporate Governance Committee to initially bsposed entirely of
independent directors in compliance with the rezients of the New York Stock Exchange, we are emtired to maintain the independent
composition of the committee. As a result of our abthe “controlled company” exemptions, you widit have the same protection afforded
to stockholders of companies that are subjectl tof sthe New York Stock Exchange corporate govecearequirements.

Intel’'s ownership relationship with us and the memitship of an Intel representative on our board ofectors may create actual or
potential conflicts of interest.

Under a pending investment by Intel Capital, Im@l have an ownership relationship with us aneéjpresentative of Intel is expected to
become a member of our board of directors. Thegigriship may create actual or potential conflaftsterest and the best interest of Intel
may not reflect your best interests. The term$isfielationship are discussed in the sectionledtiRecent Developments” and “Certain
Relationships and Related
Person Transactions.”
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Risks Related to our Class A common stock
Our stock price may be volatile.

Prior to the IPO, our Class A common stock hasbeein traded in a public market. The estimated IRE For the shares was
determined by negotiations between us and the septatives of the underwriters in the IPO and natybe indicative of prices that will
prevail in the trading market. The trading priceoaf Class A common stock could be subject to Mligi#uations due to the factors discussed
in this risk factors section and elsewhere in Bnigspectus—Offer to Exchange. These broad marketnaiustry factors may decrease the
market price of our Class A common stock, regasdtésour actual operating performance. The stockkeatan general and technology
companies in particular also have experienced menerice and volume fluctuations. In addition,hie past, following periods of volatility in
the overall market and the market price of a conjjsagecurities, securities class action litigati@s often been instituted against these
companies. This litigation, if instituted against gould result in substantial costs and a divarsfoour managemerstattention and resourc

No public market for our common stock currently ests and an active trading market may not developersustained following the
IPO.

Prior to the IPO, there has been no public maikeb@ir common stock. An active trading market maydevelop following the closing
of the IPO or, if developed, may not be sustaifiéa: lack of an active market may impair your apitd sell your shares VMware Options or
VMware Restricted Stock received in the exchangbeatime you wish to sell them or at a price §@i consider reasonable. The lack of an
active market may also reduce the fair market vafumur shares underlying VMware Options or VMw&estricted Stock received in the
exchange. In addition, an inactive market may impar ability to raise capital by selling sharesd amay impair our ability to acquire other
companies or technologies by using our sharesrasderation, which in turn could materially advéyssfect our business.

If securities or industry analysts do not publish oease publishing research or reports about usr business or our market, or if they
change their recommendations regarding our stockvadsely, our stock price and trading volume couleatine.

The trading market for our Class A common stock kgl influenced by the research and reports ththtstry or securities analysts may
publish about us, our business, our market or ompetitors. If any of the analysts who may covechange their recommendation regarding
our stock adversely, or provide more favorabletiedarecommendations about our competitors, owkspoice would likely decline. If any
analyst who may cover us were to cease coveragarafompany or fail to regularly publish reportsum we could lose visibility in the
financial markets, which in turn could cause oocktprice or trading volume to decline.

We will have broad discretion in the use of a sifjoant part of the net proceeds from the IPO and ynaot use them effectively.

Our management currently intends to use the neegds from the IPO in the manner described in “VkéigUse of Proceeds” and
will have broad discretion in the application dignificant part of the net proceeds from the IF@e failure by our management to apply
these funds effectively could affect our abilitydontinue to develop and market our products.

Substantial future sales of our Class A common dtde the public market could cause our stock pritefall.

Sales of substantial amounts of our Class A comshack in the public market after the IPO, or thecpption that these sales could
occur, could cause the market price of our Classimon stock to decline and impede our abilityaiee capital through the issuance of
additional equity securities. Upon completion af tRO, we will have 75,000,000 shares of Class #iroon stock outstanding, and EMC v
own 32,500,000
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shares of our Class A common stock and 300,00G88€es of our Class B common stock, representipgpapnately 89% of the outstandi
shares of our common stock. All shares sold inR@ will be freely transferable, subject, in theseaf affiliates, to applicable volume and
other restrictions under Rule 144 under the Seeariict, and subject to the lock-up arrangemenssriteed in “Shares Eligible for Future
Sale.”Our Class B common stock may be converted intosCdasommon stock at any time. EMC has no contraatbligation to retain thes
shares, other than the lock-up arrangement. IrtiaddEMC has the right to cause us to registerstile of its shares of our common stock
under the Securities Act. Registration of theseeshander the Securities Act would result in tresgres, other than shares purchased by our
affiliates, becoming freely tradable without restion under the Securities Act immediately upondffectiveness of the registration.

If EMC elects to convert its shares of Class B camrstock into Class A common stock, an additiol®l,800,000 shares of Class A
common stock will be available for sale after tlegigpd of 180 days from date of the IPO Registragtatement (subject to extension in
certain circumstances), subject to volume and a#rictions as applicable under Rule 144 of theu@ties Act.

Immediately after the IPO, we intend to file a sttion statement on Form S-8 under the SecuAit€overing an aggregate of
80,000,000 shares reserved for future issuancer €007 Equity and Incentive Plan, including shares of Class A common stock
issuable under options and the shares of ClasstAated stock issued pursuant to the Offer. Tagstration statement will automatically
become effective upon filing. Shares registereceutias registration statement will be availabledale in the open market, subject to the
lock-up arrangements described above, as wellyastaok option vesting requirements and the lapsingstrictions on restricted stock,
although sales of shares held by our affiliates$ lvéllimited by Rule 144 volume limitations. Satdsubstantial amounts of these securities
could cause our stock price to fall.

Intel Capital’'s pending investment in our Class Ammon stock may not be consummated, and as a result stock price may be
negatively impacted.

The closing of Intel Capital’s purchase of 9.5 raill shares of our Class A common stock is subgeekpiration of the applicable
waiting period under the HSR Act and the satistactf other customary closing conditions, includihg absence of a material adverse
change. We cannot assure you that the investmdrtiege. The IPO is not conditioned on the closifighe Intel Capital investment, and if
the Intel Capital investment does not close, ocoelsprice may be negatively impacted.

The difference in the voting rights of our Classand our Class B common stock may harm the value digdidity of our Class A
common stock.

The rights of the holders of Class A and Class Broon stock are identical, except with respect tingg the election of directors,
conversion, certain actions that require the canstholders of Class B common stock and othergmtdte provisions as set forth in this
prospectus. The holders of Class B common stodkish@ntitled to 10 votes per share, as well atteconsent and other rights associated
with the Class B common stock, and the holdersuof@lass A common stock shall be entitled to onte yer share. The holders of Class B
common stock will also be entitled to elect at te3896 of our board of directors, and, subject tg @ghts of any series or class of preferred
stock to elect directors, the holders of Class memwn stock and Class B common stock, voting togethe single class, will entitled to elect
the remaining directors, which will never be |dsart one. The difference in the right to elect doecand the voting rights of our Class A and
Class B common stock could harm the value of tleess€€A common stock to the extent that any currefittare investor in our common stc
ascribes value to the rights of the holders of@iaiss B common stock to elect at least 80% of oardbof directors or to 10 votes per share.
The existence of two classes of common stock ceaddlt in less liquidity for either class of commstock than if there were only one clas
our common stock. See “Description of Capital Stotk'Mware” for a description of our common stoatdarights associated with it.
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Delaware law and our certificate of incorporatiomnal bylaws contain anti-takeover provisions that ddulelay or discourage takeover
attempts that stockholders may consider favorable.

Provisions in our certificate of incorporation amdaws will have the effect of delaying or prevegtia change of control or changes in
our management. These provisions include the fatigw

» the division of our board of directors into thréasses, with each class serving for a staggereé-ywar term, which would
prevent stockholders from electing an entirely hmard of directors at any annual meeti

» the right of the board of directors to elect a clioe to fill a vacancy created by the expansiothefboard of director:

» following a distribution of Class B common stock BYIC to its stockholders, the restriction that adfecial owner of 10% or
more of our Class B common stock may not vote inedaction of directors unless such person or gadap owns at least an
equivalent percentage of Class A common stock taiad approval of our board of directors prior ¢gairing beneficial
ownership of at least 5% of Class B common st

« the prohibition of cumulative voting in the electiof directors or any other matters, which wouldentvise allow less than a
majority of stockholders to elect director candea

» the requirement for advance notice for nomination®lection to the board of directors or for prejmy matters that can be acted
upon at a stockholde meeting;

» the ability of the board of directors to issue,haitit stockholder approval, up to 100,000,000 shaireseferred stock with terms
set by the board of directors, which rights cowtdsknior to those of common stock;

* inthe event that EMC or its successor-in-intenestonger owns shares of our common stock reprieggat least a majority of the
votes entitled to be cast in the election of dmeststockholders may not act by written consedtraay not call special meetings
of the stockholder:

Until such time as EMC or its successor-in-intecestses to beneficially own 20% or more of thetantting shares of our common
stock, the affirmative vote or written consenttod holders of a majority of the outstanding shafdke Class B common stock will be
required to:

« amend certain provisions of our bylaws or certtfécaf incorporation

» make certain acquisitions or dispositio

» declare dividends, or undertake a recapitalizatioliquidation;

» adopt any stockholder rights plé*poison pil” or other similar arrangemet

* approve any transactions that would involve a memgmsolidation, restructuring, sale of substdiytal of our assets or any of
our subsidiaries or otherwise result in any pei@oantity obtaining control of us or any of our sigaries; ol

» undertake certain other actiol

In addition, we have elected to apply the provisiohSection 203 of the Delaware General Corpandtew. These provisions may
prohibit large stockholders, in particular thosenawg 15% or more of our outstanding voting stocknf merging or combining with us.
These provisions in our certificate of incorporatand bylaws and under Delaware law could discaupagential takeover attempts and cc
reduce the price that investors might be willingp&y for shares of our common stock in the future @sult in the market price of our shares
of common stock being lower than it would be withthese provisions.
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As a public company we will incur additional cosasd face increased demands on our management.

As a public company, we will incur significant légaccounting and other expenses that we did mettly incur as a private company.
In addition, the Sarbanes-Oxley Act of 2002, ad a®lthe rules subsequently implemented by the &tthe New York Stock Exchange,
have required changes in corporate governanceigeaaf public companies. We expect these rules@gualations to increase our legal and
financial compliance costs and to make some aigt#vihore time-consuming and costly. For example, @sult of becoming a public
company, we intend to add independent directoesteradditional board committees and adopt ceptainies regarding internal controls and
disclosure controls and procedures. In additionwilencur additional costs associated with oubficicompany reporting requirements. We
are currently evaluating and monitoring developraavith respect to these rules, and we cannot pgrediestimate the amount of additional
costs we may incur or the timing of such coststtfarmore, our management will have increased demandts time in order to ensure we
comply with public company reporting requirements ghe compliance requirements of the Sarbanesy@deof 2002, as well as the rules
subsequently implemented by the SEC and the appdictock exchange requirements of the New YorklSExchange.

After the completion of the IPO, we do not expeatdeclare any dividends in the foreseeable future.

After the completion of the IPO, we do not anti¢gdeclaring any cash dividends to holders of ammon stock in the foreseeable
future. Consequently, investors must rely on safébeir common stock after price appreciation,ahhinay never occur, as the only way to
realize any future gains on their investment.
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FORWARD-LOOKING STATEMENTS

This Prospectus—Offer to Exchange and the docuniectsporated by reference herein may include fodalaoking statements that
reflect VMware’s and EMC'’s current views with respto, among other things, future events and firemerformance. You can identify
these forward-looking statements by the use of émdalooking words, such as “outlook,” “believesgXpects,” “potential,” “continues,”
“may,” “will,” “should,” “seeks “ “approximately,™predicts,” “intends,” “plans,” “estimates,” “anijgates” or the negative version of those
words or other comparable words. Any forward-logkatatements contained in this Prospectus —Off&ixtdhange are based upon
VMware's or EMC's historical performance and onremt plans, estimates and expectations. The iriusi this forward-looking
information should not be regarded as a representay VMware, EMC or any other person that theifatplans, estimates or expectations
contemplated by us will be achieved. Such forwaaking statements are subject to various risksuameértainties. Accordingly, there are or
will be important factors that could cause VMwaretsEMC'’s actual results to differ materially frahmose indicated in these statements. We
believe that these factors include but are nottéichio those described under “Risk Factors” in Brisspectus—Offer to Exchange. These
factors should not be construed as exhaustive lamad be read in conjunction with the other cawdigrstatements that are included, as to
EMC, or incorporated by reference in this ProspeetO@ffer to Exchange. We do not undertake any otitigao publicly update or review
any forward-looking statement, whether as a resfuliew information, future developments or otherawis

If one or more of these or other risks or uncetiagnmaterialize, or if our underlying assumptipnsve to be incorrect, actual results
may vary materially from what we may have antiogghtAny forward-looking statements you read in thiespectus—Offer to Exchange
reflect our current views with respect to futureets and are subject to these and other risksrtaimtéies and assumptions relating to
VMware's and EMC's operations, results of operagidinancial condition, growth strategy and liqtydiYou should specifically consider the
factors identified in this Prospectus—Offer to Eange and in EMC’s Quarterly Report on Form 10-Qtfier quarter ended March 31, 2007
that could cause VMware’s or EMC'’s actual resudtsliffer before making an investment decision.
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THE TRANSACTION

This section of the Prospectus—Offer to Exchangerides material aspects of the proposed transactighile we believe that the
description covers the material terms of the trantigm, this summary may not contain all of the infation that is important to you. You
should carefully read this entire Prospectud#fer to Exchange and the other documents to wivielefer for a more complete understanc
of the transaction.

Background of the Offer

Historically, EMC has awarded EMC Options and retdd stock to its employees, including VMware eoygles, as a key component
of employee compensation to align the interesengbloyees and shareholders of EMC and further exghsimareholder value. Because
following the IPO, VMware will have the ability tmore directly tie VMware employee incentives to Vi@ employee results and provide
VMware employees a more meaningful incentive toamcle VMware shareholder value, EMC and VMware adettaking this Offer to
allow eligible employees of VMware to exchange tiEMC-related equity compensation for VMware equitynpensation in a manner
designed to generally retain the terms and intimalue of the tendered EMC securities. This Offdreing undertaken for compensatory
purposes as a means to retain and motivate VMwapdogees and encourage such employees to remtie service of VMware by
allowing VMware employees to share directly in #adue they create at VMware from the date of thewéve IPO.

Reasons for the Offer

EMC and VMware are making this Offer to eligible @oyees for compensatory purposes. Stock optiomganerally intended to help
align the interests of a company’s employees withimterests of the company’s stockholders. AfterlPO, VMware Stock will trade
publicly and, accordingly, we intend to grant VMwaDptions and VMware Restricted Stock to Companpleyees on a going forward ba:
Since employees of VMware and its subsidiaries lmstrically received EMC Options and EMC Res#itStock, we believe it will aid the
Company’s efforts to encourage ownership of the Gamy by personnel whose lotgrm employment and efforts are considered impotts
the Company’s continued progress, by allowing bleyjemployees to exchange their EMC Options and EB€&tricted Stock for VMware
Options and VMware Restricted Stock. The VMwarerla# directors believes that ownership by empleyaevVMware and its subsidiaries
of VMware Options or VMware Restricted Stock reegivn this Offer will serve as an effective tooliecourage stock option and restricted
stock recipients to act in the VMware stockholdénirest by enabling the option recipients to hawveeconomic stake in the Company’s
success.

Effects of the Offer

Eligible employees who exchange all of their EMCi@ps and shares of EMC Restricted Stock, and detherwise own EMC Stock,
will no longer have an interest in EMC and its plolesfuture growth, but instead will have an intrim VMware and its possible future
growth. As a result, such eligible employees wdldubject exclusively to risks associated withrevestment in VMware and not risks
associated with an investment in EMC.

Eligible employees who exchange some, but nobhtheir EMC Options or shares of EMC RestrictedcRtwill have an interest in
both EMC and its possible future growth and VMwanel its possible future growth and will be subjecdthe risks associated with
investments in both EMC and VMware.

Eligible employees who do not exchange any of tB8IC Options and shares of EMC Restricted Stockamihtinue to have an interest
in EMC and its possible future growth and will hdogect to the risks associated with an investme®@NC. However, such eligible
employees who otherwise have or receive VMwareddgtor shares of VMware Stock, will continue todaw interest in VMware and its
possible future growth and will be subject to tisks associated with an investment in VMware.
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Impact of the Offer

As of June 30, 2007, there were approximately 1&8floyees who would be eligible to participat¢hie Offer. Based on an assumed
IPO Price of $24.00 per share (the midpoint ofrdrege reflected in the IPO Registration Statemeamd)an assumed VWAP of $19.54 (the
average of the volume-weighted average price paestf EMC Stock for the two days ended July 2@,720a maximum of approximately
14.7 million shares of our Class A class commogkstmderlying options or restricted stock awardmggd subject to the Offer would be
issued, pursuant to the Offer, if all eligible eoyses tendered all of their EMC Options and EMCtiReed Stock. We estimate that the
unamortized fair value of the exchanged awardsheilapproximately $103.1 million, which will be oemized over the remaining vesting
periods.

To assist eligible employees in understanding titergial impact of the Offer on earnings per shaxenote that supplemental pro
forma basic and supplemental pro forma dilutediagemper share amounts would have been $0.22 a@a &t the year ended December
2006 and $0.11 and $0.11 for the three months eltdedh 31, 2007, respectively, assuming the follayvi

» Supplemental pro forma basic and diluted earnimyspare data assume actual pre-tax income iseddyc$380,000 and
$3,756,000 for the three months ended March 317 20@ the year ended December 31, 2006, respactara net income is
reduced by $238,000 and $2,348,000 for the threstlmended March 31, 2007 and the year ended Dexe3tb2006,
respectively, to reflect the estimated impact ef thspective period’s amortization of the increrakstock compensation expense
resulting from the Offer

» Supplemental pro forma basic weighted average skes®ume the issuance and sale of the full 37,068G8ares of our Class A
common stock (assuming the over-allotment opticgxexrcised in full) had occurred January 1, 20QfpEmental pro forma
basic weighted average shares also assumes thadégsand sale of 9,500,000 shares of our Classmnom stock to Intel Capital
had occurred January 1, 2006. (This differs fromlihsic pro forma per share data presented undenrffary Consolidated
Financial Data,” “Selected Consolidated Financiatd) and the consolidated financial statementst fptesentation includes only
the incremental number of shares necessary tolbecstund the amount of the April 2007 dividendBMC in excess of the most
recent twelve month’s earnings.) The calculatiariudes the exercise of the over-allotment optioprtavide potential investors
the ability to understand the maximum amount aftéih that may occur as a result of the IPO anddffer. This assumption
varies from other pro forma amounts shown in offeats of the Prospectus—Offer to Exchange that gffext to the offering in
which the ove-allotment option is not assumed to be exerci

» Supplemental pro forma diluted earnings per shareuats assume (1) the issuance and sale of the £lasmmon stock
(pursuant to the IPO and to the Intel investment)he terms described above and (2) the consummatithe Offer assuming
100% of all the options and shares are exchangsdn@ng an IPO Price of $24.00 per share (the nmdpb the range set forth «
the cover of this IPO Registration Statement) assiming a VWAP of $19.54 (the average of the voluweéehted average price
per share of EMC Stock for the two days ended 20/y2007). If zero equity instruments were assutodie exchanged, diluted
income per share for these periods would be the senthe basic earnings per sh

This compares to reported basic and diluted easnireg share of $0.26 and $0.26 for the year endeember 31, 2006 and $0.12 and
$0.12 for the three months ended March 31, 20Gpedively.

VMware’s Equity Capitalization Following the IPO and the Offer

EMC currently owns substantially all of our outddary common stock, and following the IPO and thfee@ EMC will continue to be
our controlling stockholder. Following the IPO, wé#l have two classes of authorized common stodes€ A common stock and Class B
common stock. EMC, will own 32,500,000 shares @fsSIA common stock and all 300,000,000 sharesassd common stock, represen
approximately 89% of our total outstanding shafesoommon stock. The rights of the holders of Clasand Class B common stock
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are identical, except with respect to voting, tleeton of directors, conversion, certain actidmat trequire the consent of holders of Class B
common stock and other protective provisions a$ostt in this Prospectus—Offer to Exchange. Thieléis of Class B common stock shall
be entitled to 10 votes per share and the holdetdass A common stock shall be entitled to onevaer share. The holders of Class B
common stock, voting separately as a class, arteelntio elect 80% of the total number of the dioes on our board of directors which we
would have if there were no vacancies on our boadirectors at the time. Subject to any rightswo§ series or class of preferred stock to
elect directors, the holders of Class A commonkstow the holders of Class B common stock, votirggether as a single class, are entitled to
elect the remaining directors on our board of daes; which at no time will be less than one dioecTherefore, EMC will hold approximate
99% of the combined voting power of our outstandingymon stock upon completion of the IPO and tHfetOVMware’s equity

capitalization will not change as a result of {Dier.

No Appraisal Rights
No appraisal rights are available to EMC’s sharéérd or VMware stockholders in connection with Diger.

Accounting Treatment

Accounting for the transaction will result in artiemental accounting expense for VMware equaléovdiue of the awards granted in
the exchange over the value of the awards tenderédccepted for exchange based on a “Black-Schaéstion. It is expected that there
will be excess fair value of the awards grantethénexchange over the fair value of the awardseestland accepted for exchange based on «
“Black-Scholes” valuation, even though the “intitissalue to eligible employees will remain the safsubject to the effects of rounding
fractional amounts), because the “Black-Scholediation takes into account the expected volatdity stock, which is expected to be
different between EMC Stock and VMware Stock. Aibdially, the expected term of the options grantethe exchange may differ from the
options tendered and accepted for exchange, whichdwesult in an incremental expense. The increatexpense will be recognized by
VMware over the remaining vesting period of the aisa

Tax Treatment

The exchange of options and restricted stock patdoahis Offer is expected to be treated as atagable exchange, and the Company
and the participants in the exchange are not eggdotrecognize income for U.S. federal incomeptapposes upon the tender of EMC
Options and EMC Restricted Stock and the awardMfvdre Options and VMware Restricted Stock. All intiee stock options that are
tendered in this Offer will be exchanged for noriigal stock options. VMware may be entitled tcaa tleduction upon the exercise of the
nonqualified stock options issued as VMware Options

An optionholder who receives nonqualified stockiamd in VMware in exchange for incentive stock op# will, with respect to such
nonqualified stock options, not be eligible for fagorable tax treatment that is available to inisenstock options. That favorable tax
treatment consists generally of the ability to eiar the option without an immediate tax liabifity the optionee and the ability to receive
capital gains tax treatment upon disposition oftthderlying shares under certain circumstances.

We have been included in the EMC consolidated gfouf).S. federal income tax purposes for periadalich EMC owned at least
80% of the total voting power and value of our tartging stock and expect to be included in suclsaliiated group following this Offer.
Each member of a consolidated group during anygfatconsolidated return year is jointly and salhgtdiable for tax on the consolidated
return of such year and for any subsequently détexindeficiency thereon. Similarly, in some jurigins, each member of a consolidated,
combined or unitary group for state, local or fgreincome tax purposes is jointly and severallglégor the state, local or foreign income
liability of each other member of the consolidateainbined or unitary group. Accordingly, for anyipd in which we are included in the
EMC consolidated group for U.S. federal incomepaxposes or any other consolidated, combined dangroup of EMC Corporation
and/or its subsidiaries, we could be liable ingkient that any income tax liability was incurredt bot discharged, by any other member of
any such group.
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THE EXCHANGE OFFER

Terms of the Exchange Offer
Eligible Employees

Upon the terms and subject to the conditions &f @ffer, EMC and VMware are offering to grant VMwaDptions and VMware
Restricted Stock under the 2007 Equity and Incerfilan in exchange for outstanding EMC OptionsEN Restricted Stock, respectively,
that are properly tendered and not withdrawn bgildie employees in accordance with “The ExchanderofProper Tender of EMC Optiol
and EMC Restricted Stock” (and not validly withdraim accordance with “The Exchange Offer—WithdraRajhts”) before the Expiration
Date and accepted for exchange by EMC and VMweére.eikchange will be on the basis of the Exchandgm® Batermined as described
herein. All outstanding EMC Options and sharesMfCERestricted Stock held by eligible employeesaddigible to be tendered for exchange
in this Offer.

You will be an “eligible employee” and thus be éig to tender your EMC Options and EMC Restrickdck for exchange and
cancellation, and to receive VMware Options and \VavsvRestricted Stock, respectively, pursuant @dffer if, on July 9, 2007, the date
this Offer commenced, you were a employee of VMwarene of its subsidiaries in the United States ywu continue to be an employee of
VMware in the United States or one of its subsidmthrough the Expiration Date and the Grant Diateployees employed in foreign
countries, consultants, former employees and estiege also not eligible employees.

If, on the Grant Date, an employee of VMware or ohis subsidiaries in the United States who wasgl&gible employee as of the date
this Offer commenced is no longer, or at any timerdy the period of this Offer was not, an emplogé¥Mware or one of its subsidiaries in
the United States for any reason, including rete@sintermination, voluntary resignation, layoffatie or long-term disability, that person will
not be an eligible employee and will not be eligitd tender EMC Options or EMC Restricted Stockefochange and cancellation, or to
receive VMware Options or VMware Restricted Stqukisuant to this Offer. An employee of VMware oeamf its subsidiaries in the United
States who is on an authorized leave of absencéaniderwise, as of the date this Offer is comrnedrand through the Grant Date, an elic
employee, will be an eligible employee for purposkthis Offer. Leave (including vacation and shierm leave) is considered “authorizatl”
it was approved in accordance with policies or ficas of VMware, as determined by VMware in itsesdiscretion.

Tendering EMC Options or EMC Restricted Stock askiving VMware Options or VMware Restricted Statlexchange pursuant to
this Offer does not confer upon you the right tmaén an employee of the Company or one of its slidnses. The terms of your employment
with VMware or one of its subsidiaries remain unudred. We cannot guarantee or provide you with @asy@ance that you will not be subject
to involuntary termination or that you will otheise remain in the employ of the Company or onesodltsidiaries until the Grant Date or
thereafter. If you voluntarily terminate your emyatoent with VMware or one of its subsidiaries in theited States, or if VMware or one of
its subsidiaries in the United States terminatag yomployment for any reason, before the Grant Baten if you tendered EMC Options or
EMC Restricted Stock for exchange in this Offeoptd such termination, such tender will not beegated and such EMC Options or EMC
Restricted Stock will not be exchanged. Your teaddeMC Options and EMC Restricted Stock will beateel as if they had not been
tendered, and you will not receive any VMware Omior VMware Restricted Stock in exchange for sectdered EMC Options and EMC
Restricted Stock. Your EMC Options and EMC Restdcbtock will be subject to all their current terimeluding exercise price, term,
vesting schedule and timing of the lapse of retinis for EMC Restricted Stock, as applicable. $mtong as EMC continues to hold shares
of VMware Stock representing 50% or more of thaltotitstanding voting power of VMware, service witMware or one of its subsidiaries
will be considered service with EMC for purposes@$ting and determining timing of the lapse ofriesons for EMC Restricted Stock.
However, from such time as EMC ceases to hold shafr&Mware stock representing 50% or more of ttaltoutstanding voting power of
VMware, any EMC Options and EMC Restricted Stoantheld by you will be terminated in accordancéhie terms of the applicable
award.
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Eligible Options and Restricted Stock

EMC and VMware are accepting for tender by eligéaeployees EMC Options and EMC Restricted Stochtgrhunder the under the
EMC Corporation 1993 Stock Option Plan; the EMCgowoation 2003 Stock Plan; the Akimbi Systems, R@04 Stock Incentive Plan; the
EMC Corporation 1985 Stock Option Plan; the Ledgggstems, Inc. 1995 Stock Option/Stock Issuance; fiti@EMC Corporation 2001 Stc
Option Plan; the Documentum, Inc. 1996 Equity InsenPlan; the VMware, Inc. 1998 Stock Plan; arel Brantz Development Corporation
Amended and Restated 1997 Equity Incentive Plalfe@tively, the “EMC Plans”). If you have chosenreive this Prospectus—Offer to
Exchange by mail, the Letter of Transmittal enctbaéth this Prospectus—Offer to Exchange includéstaf your EMC Options and EMC
Restricted Stock as of June 27, 2007. In additfon,can at any time access current information epour options and restricted stock by
going to www.ubs.com/onesource/emc.

In order to tender an eligible option, you mustienall outstanding EMC Options under the awardtirgj to that eligible option. EMC
and VMware are not accepting partial tenders ofigdar option awards. For example, if you holdagtion pursuant to an award of options
to purchase 1,000 shares of EMC Stock at an exepeise of $9.75 per share of which 500 sharesested, you must tender the option for
all 1,000 shares in its entirety; you cannot teraidy a portion of the options subject to a patticaward and retain the remainder. On the
other hand, if you have an option to purchase 1sb@0es of EMC Stock at an exercise price of $1fief%hare and another option to
purchase 2,000 shares of EMC Stock at an exerdize @f $12.85 per share, you may choose to tefodesxchange all (but not less than all)
of the outstanding options under either of theamptwards or all of the options under both of thtam awards or choose not to tender any of
your EMC Options. Similarly, if you tender shard€=dMC Restricted Stock from a particular restricttdck award, you must tender all of -
EMC Restricted Stock under that award. For exampjemu were granted 700 shares of EMC RestrictetiSand later 300 shares of EMC
Restricted Stock, you may choose to tender for @xga all (but not less than all) of the sharesMCERestricted Stock under either of the
restricted stock awards or both of the restrictedksawards, or choose not to tender any of youCHR&stricted Stock.

You may not tender EMC Options for shares of VMwREsstricted Stock or exchange shares of EMC Résstritock for VMware
Options. This Offer is to exchange EMC Options\fddware Options only and EMC Restricted Stock for Whte Restricted Stock only.
However, if you are an eligible employee and yoldlimth EMC Options and EMC Restricted Stock, yaynsubject to the terms and
conditions of this Offer, tender your EMC Optiows ¥Mware Options or your EMC Restricted Stock ¥iviware Restricted Stock.

An option award that has been fully exercised,myr portion of a particular option award that hasrbexercised, is no longer
outstanding and thus is not eligible to be tendése@xchange in this Offer. Any shares of EMC Regtd Stock that you were granted that
are no longer restricted are not eligible to belézad for exchange in this Offer. If you have poergly partially exercised an eligible option
award, you can still tender for exchange the remgionexercised portion of an eligible option awdidwever, if you tender any portion of
an option award, you must tender all of the EMCi@yst remaining under that award.

All VMware Options and shares of VMware Restric&dck granted pursuant to this Offer will be granteder the 2007 Equity and
Incentive Plan and will be subject to the same seamd conditions as set forth in the EMC Plankatime of the grant of the tendered EMC
Option or EMC Restricted Stock, except that (1ee€EMC Options properly tendered in this Offer aod withdrawn will be exchanged for
unvested VMware Options subject to a new vestingpdecommencing on the Grant Date, which providessubject to continued
employment, monthly vesting in equal amounts oveerod equal to the shorter of twelve months od&gs prior to the scheduled expirat
of the tendered EMC Options (but if such 90th dayld be prior to the date of grant, then the VMweap&on granted would vest on the date
of grant), (2) VMware Options issued in the excheangl not be “incentive stock optionsiibtwithstanding whether the tendered EMC Og
was an “incentive stock option,” (3) VMware Opticansd VMware Restricted Stock issued in the exchavity@ot be subject to accelerated
vesting on a “change in control,” and (4) certaM& Restricted Stock properly tendered in this O#ed not withdrawn will be exchanged
for VMware Restricted
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Stock that will be subject to different acceleratfrovisions related to VMware achieving certainf@@nance benchmarks than those
applicable to the original EMC Restricted Stock ew&pecifically with regard to restricted stockylWare Restricted Stock granted in
exchange for EMC Restricted Stock originally granbetween May 17, 2005 and March 6, 2006, whichmpay know as an LTIP 1 grant,
will not fully accelerate if VMware Revenue (as idefd in the applicable restricted stock agreemiergjjual to $1 billion and VMware
EBITDA (as defined in the applicable restrictedcktagreement) is equal to $300 million at the ehnany fiscal year, but rather, if those gc
are met for VMware’s 2007 fiscal year, such grawvitsaccelerate monthly in equal amounts such #flesuch grants will be not be subject to
restrictions on December 31, 2008. Also, VMwaretReed Stock granted in exchange for EMC Restdi&éock originally granted between
June 6, 2006 and October 26, 2006, which you mayvias an LTIP 2 grant, will not be subject to aecation of an additional 10% of shares
subject to such grant if at the end of any VMwasedl year VMware Revenue (as defined in the applerestricted stock agreement) is
equal to $1 billion and VMware EBITDA (as definedthe applicable restricted stock agreement) isieigu$300 million, but will continue t
be subject to the other acceleration terms of ipdieable restricted stock agreement. VMware Retttl Stock granted in exchange for EMC
Restricted Stock other than LTIP 1 and LTIP 2 ggamitl not be subject to new or different accelenaterms. Except as described above, the
VMware Options and VMware Restricted Stock you nezén the exchange will continue to be subjedhimterms of the original EMC

option or restricted stock agreement under whiely there granted except that, unless the contextatierwise require, references to “EMC”
in the applicable award agreement shall insteadigleened to be references to “VMware.”

For all VMware Options and shares of VMware RettdcStock granted pursuant to this Offer, the iieaifs vesting and exercise rig|
will be contingent on the recipient’s continued éoyment through the applicable vesting dates arcemgt as specifically noted above,
subject to the provisions of the applicable EMOnRiad the applicable option or restricted stocleagrent.

VMware intends to file a registration statement@nm S-8 with respect to the VMware Stock undedytine VMware Options and the
VMware Restricted Stock. However, VMware has agneih the underwriters of the IPO that, as a caadito participating in the Offer,
participating employees who receive VMware Option¥ Mware Restricted Stock must agree to not dispwior effectively dispose of (e.g.,
by hedging) any shares of the VMware Stock undeglyhese options for a period of 180 days fromdéie the SEC declares the IPO
Registration Statement effective.

As of June 30, 2007, there were approximately t#llBon shares of EMC Stock underlying EMC Opticglgyible to be tendered in this
Offer. These options had a weighted average exeprise of $11.79 and a weighted average remalifingf 7.6 years. As of June 30, 2007,
there were approximately 5.8 million shares of ERI€stricted Stock eligible to be tendered in thieeOfvith a weighted average remaining
vesting period of 1.4 years.

Number of VMware Options and Restricted Stock tolbsued in Exchange

If you validly tender EMC Options or EMC RestrictBtbck for exchange and cancellation, and sucloogtare accepted and cancelled,
pursuant to this Offer, the number of VMware Opsi@n shares of VMware Restricted Stock you wilkinitled to receive will be determini
by the Exchange Ratio, which is based on the VWAdPtae IPO Price. The Exchange Ratio will be detleeshin a manner intended to
provide for an exchange that maintains the intcingilue of EMC Options or EMC Restricted Stock &ned and VMware Options or
VMware Restricted Stock granted (subject to theatf of rounding fractional amounts). The ExchaRggo will be expressed as a fraction,
the numerator of which will be the VWAP and the diexnator of which will be the IPO Price. Therefoifdhe VWAP is less than the IPO
Price, the Exchange Ratio will be less than 1, afitlpugh the intrinsic value of your exchangedigquill be maintained, you will receive a
fewer number of VMware Options or shares of VMwREsstricted Stock than the number of EMC Optionshares of EMC Restricted Stock
you exchanged. For example, if the VWAP were $1%thd average of th
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volume-weighted average price per share of EMCISkmcthe two days ended July 20, 2007) and the FfiCe were $24.00 per share (the
midpoint of the range set forth in the IPO RegistraStatement), the Exchange Ratio would be 0.§i@2hded for presentation), and if you
tendered 1,000 EMC Options, you would receive 8MiWare Options, with the same aggregate intrinsloezén exchange. The VWAP is t
average (arithmetic mean) of the volume-weightestaye price per share of EMC Stock on the New &idck Exchange over the final two
full trading days prior to the Expiration Date cgithe period beginning at 6:30 a.m., Pacific T{mresuch other time as is the official ope!
trading on the New York Stock Exchange), and endinty00 p.m., Pacific Time (or such other timésathe official close of trading on the
New York Stock Exchange). The VWAP will be calceldtusing the default criteria for the function kmoas“Bloomberg VWAP” of the
AQR function for EMC common stock on the automajadte and analytical system distributed by Bloorgld&nancial LP. The calculation
of the VWAP is such that if the Expiration DateAiggust 6, 2007, the VWAP would be calculated ushegaverage (arithmetic mean) of the
volume-weighted average price per share of EMCKsdocAugust 2, 2007 and the volume-weighted avepsige per share of EMC Stock on
August 3, 2007. The IPO Price will be determinechbgotiations between the representatives of tdemwriters in the IPO and us.

e For each EMC Option you exchange, you will be &atito receive a nogualified VMware Option to purchase a number ofrek
of VMware Stock equal to the number of shares ugiher the EMC Option that you exchange multipligdthe Exchange Ratio.
For each EMC Option you exchange, the per shanmeiseeprice of each VMware Option you will be detitto receive will be the
exercise price of such EMC Option divided by theltange Ratio with the result rounded up to theestarhole cent. The
calculation of the per share exercise price ofhkvare Options you will be entitled to receive wik done on an award-lawarc
basis, such that if you exchange EMC Options witteint per share exercise prices from each otherper share exercise prices
of the VMware Options that you will be entitledrexeive will also be different from each oth

An example of how the exchange of options wouldkisras follows (some numbers have been roundeshume that EMC
shares have a VWAP of $14 per share. Also assuategdln exchange an option for 200 shares of EMCKstb a per share
exercise price of $11.50. The aggregate spreadi{tfezence between the aggregate exercise pricgevould have to pay to
exercise the option and the value of the EMC Stbakyou would receive upon exercising the optimm)our option would be
$500. If the initial public offering price per sleanf VMware Stock were to be $24 per share, thebmurof shares subject to the
new VMware Option that you would receive if you Baaged your option would be the product of 200 thedExchange Ratio,
which in this case would be approximately 0.588 (WAP ($14) divided by the IPO Price ($24)). THere, after rounding
fractional results as described below, you woutetiee VMware Options for 116 shares. The per shaegcise price of the
VMware Options would be the exercise price of th&EOption ($11.50) divided by the Exchange Ratippf@ximately 0.583),
for a per share exercise price of $19.72. The agdeespread in the new VMware Option would thu$4@6.48 (such amount
does not equal $500 due to rounding down for foaet shares subject to VMware Options and roundmgf the exercise price).

» For each share of EMC Restricted Stock you exchar@ewill be entitled receive VMware Restrictead& equal to the number
of shares of VMware Restricted Stock that you ergeamultiplied by the Exchange Rat

An example of how the exchange of restricted steoldld work under the same set of assumptions #etyWAP and the IPO
Price set forth above is as follows (some numbave libeen rounded): If you exchanged an EMC RestriStock award with
respect to 200 shares of EMC Stock (with a valuméiiately prior to the initial public offering o2800), the number of shares
would be multiplied by the Exchange Ratio, resugltim a restricted stock award, after rounding foal results as described
below, of 116 VMware shares with a value of $27184h amount does not equal $28.00 due to rourdbagn of the number of
shares of VMware Restricted Stock).

VMware Option awards and VMware Restricted Stoclms will be rounded down to the nearest wholeesbaran award-by-award
basis and, accordingly, neither VMware Optionsffactional shares nor fractional
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shares of VMware Restricted Stock will be granted] you will not be compensated for any fractisiadres you otherwise would have
received. If you tender an EMC Option grant thaiastially vested, you will receive two VMware QOgtigrants, one for the vested and
outstanding portion and one for the unvested anstanding portion. Those grants may have diffevesting terms from each other.

Of the outstanding EMC Options held by eligible éoypes as of June 30, 2007, the maximum numberares of EMC Stock
underlying those options which could be tenderedkzhange pursuant to this Offer is approximat&)8 million. Assuming that EMC
shares have a VWAP of $19.54 (the average of theneweighted average price per share of EMC Stockhe two days ended July 20,
2007) and that the IPO Price is $24.00 per shheerftidpoint of the estimated range set forth inlB@ Registration Statement), the
maximum number of shares of VMware Stock underlyhregVVMware Options which could be granted purstiauthis Offer is approximately
10.0 million. All VMware executive officers are gible to participate in this Offer and hold colieely as a group EMC Options to purchase
approximately 1,532,079 shares of EMC Stock, repri#sg approximately 12.5% of the maximum numbestadres of EMC Stock
underlying EMC Options held by eligible employessodJune 30, 2007 which could be tendered for @xgh pursuant to this Offer. These
EMC Options, if validly tendered for exchange irst®ffer, with the assumed VWAP and IPO Price abav@uld be exchanged for VMware
Options to purchase approximately 1,247,419 shargdIware Stock.

As of June 30, 2007, there were a maximum of apprately 5.8 million outstanding shares of EMC Ries&d Stock held by eligible
employees which could be tendered for exchangaupatgo this Offer. Assuming the same VWAP and F@e as above, the maximum
number of shares of VMware Restricted Stock whimhld be granted pursuant to this Offer is approxétyad.7 million. VMwares executivi
officers hold collectively as a group approximatg#0,416 shares of EMC Restricted Stock, reprasgmrtpproximately 9.3% of the
maximum number of shares of EMC Restricted Stodtt b eligible employees as of June 30, 2007 whkimhld be tendered for exchange
pursuant to this Offer. These shares of EMC ReasttiStock, if validly tendered for exchange in tier, with the assumed VWAP and IPO
Price above, would be exchanged for approximaté@;@D7 shares of VMware Restricted Stock.

The below table sets forth an example of what thehBnge Ratio would be at a range of different liygtical VWAPSs and IPO Prices.
The Exchange Ratio represents the portion of aesbfavMware Stock subject to a VMware Option thatiwould receive for each share of
EMC Stock subject to an EMC Option that you excleaand, alternatively, the portion of a share of VdMe/Restricted Stock that you would
receive for each share of EMC Restricted Stockybatexchange.

EXCHANGE RATIO EXAMPLE*

VWAP

IPO

Price $15 $16 $17 $18 $19 $20
$2€ 0.576¢ 0.615¢ 0.653¢ 0.692: 0.730¢ 0.769:
$2E  0.600C 0.640C 0.680(C 0.720C 0.760( 0.800¢(
$24 0.625( 0.6667 0.708: 0.750C 0.7917 0.833:
$2z 0.652: 0.6957 0.739: 0.782¢ 0.826: 0.869¢

0.681¢ 0.727: 0.7727 0.818: 0.863¢ 0.909:

e

c

N
Ny

* Numbers have been round:

During this Offer certain updated pricing-relataébrmation will be available to all eligible emplegs of VMware and its subsidiaries
via the Election Site for the EMC—VMware Exchanged?am at https://www.corp-action.net/'vmware. Edals, beginning on July 10,
2007, and ending on August 1, 2007
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(unless the Offer is extended), at no later th&@ p.m., Pacific Time, the Election Site for the EM-VMware Exchange Program will be
updated to show what the VWAP would be if that degye the final trading day prior Expiration Datelamhat the Exchange Ratio would be
based on that VWAP (assuming that the IPO Priceegasl to the midpoint of the range of the estimhatéial offering price reflected in the
IPO Registration Statement). You may also conteeiriformation and exchange agent, Mellon InveSt&mwices, at 1-888-313-1479 (from
within the U.S.) or at 201-680-6672 (from outsitle tJ.S.) to obtain this information.

During the last two full trading days of this Offéyugust 2 and August 3, 2007 (unless this Offenignded), the Election Site for the
EMC—VMware Exchange Program will display the ongpaalculation of the actual VWAP and the Exchangédras it then stands. Thus,
on the next-to-last full trading day during thisf@f(the first day of the calculation period), getual daily volume-weighted average price of
EMC common stock during the elapsed portion of finst day will be used in the calculation and,tba final full trading day, the calculatic
will use the average of the daily VWAP of EMC conmgiock for the next-to-last full trading day aheé factual daily volume-weighted
average price during the elapsed portion of thmel fiull trading day. The Election Site for the EM&/Mware Exchange Program will be
updated every hour during the final two-day caltataperiod. The information set forth on the EiewtSite for the EMC—VMware
Exchange Program may not be an accurate predittohat the Exchange Ratio will be as finally detared. The information set forth on
Election Site for the EMC—VMware Exchange Programornly a part of the information you should usédétermine whether to tender your
EMC Options or EMC Restricted Stock. You shoulaalensider the information set forth in this Pragpe—Offer to Exchange and the
other documents to which we refer, as well as th®fic trading prices of EMC Stock, the histormlatility of EMC Stock and historic
volatility of other companies in the sectors in elhVMware and EMC operate.

Neither EMC'’s nor VMware’s boards of directors makes any recommendation as to whether you should tendeome or all of
your EMC Options or shares of EMC Restricted StockKor exchange in the Offer, nor is any person authdred to make any such
recommendation.Depending on the VWAP and the IPO Price, the nurob®Mware Options or shares of VMware RestrictedcR that
you receive in exchange may be higher or lower tharestimates that appear in this Prosp—Offer to Exchange and the exercise price of
the VMware Options that you receive may be highrdower than the exercise price of your current ERItions or the estimates that appear
in this Prospectus—Offer to Exchange. Your decisistio whether or not to tender your EMC OptionEMIC Restricted Stock for exchange
may be affected by the particular EMC Options (aption agreements) and shares of EMC Restricteck§tmd restricted stock agreements)
which you hold.

Early Commencement

We and EMC commenced the Offer on July 9, 2000y ta the effectiveness of our registration statetno@ Form S-4 of which this
Prospectus—Offer to Exchange is a part, in accarlarith Rule 162 of the Securities Act and Rule-438(2) of the Exchange Act.

Expiration Date

This Offer is scheduled to expire at 11:00 a.mcjfRaTime, on August 6, 2007, unless EMC and VMdn our discretion, extend the
period of time during which this Offer will remagpen. EMC’s and VMware’s current intention is tdesd this Offer if the IPO Registration
Statement or the Exchange Offer Registration Statgmwill not be declared effective prior to the Eapon of this Offer. See “The Exchange
Offer—Extension; Termination; Amendment” for a déstion of VMware’s rights to extend, delay, terrate or amend this Offer.

Lock-Up

VMware has agreed with the underwriters that, esralition to participating in this Offer, particifiag employees who receive VMwe
Options or VMware Restricted Stock must agree todigpose of or effectively
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dispose of (e.g., by hedging) any restricted stwrcéhares of the common stock underlying thesengtior a period of 180 days from the ¢
the SEC declares the IPO Registration Statemeadttefé. If you make an election to tender onlim@tigh the Election Site for the EMC—
VMware Exchange Program at https://www.corp-actietlvmware or by completing and signing the enddsetter of Transmittal, you must
agree to the lock-up restrictions, which are sghfon the accompanying Letter of Transmittal, ourytender will not be accepted. Therefore,
you will not be able to sell or dispose of rest&ritstock or shares underlying options receivetiénetxchange until after the I-day period.

Fractional Shares

Awards of VMware Options and VMware Restricted &tadll be calculated according to the Exchange &atid will be rounded down
to the nearest whole share on an award-by-awaid. Fescordingly, VMware Options and VMware ResteidtStock will not be issued for
fractional shares, and you will not be compensédedny fractional shares you otherwise would haeeived.

Certain Differences between the EMC Plans and the®7 Equity and Incentive Plan

Please see the description of the 2007 Equity acentive Plan set forth under “VMware’'s—Compensafliscussion and Analysis—
2007 Equity and Incentive Plan” in this Prospect@ffer to Exchange. While VMware Options and VMw&estricted Stock granted in
exchange for EMC Options and EMC Restricted Staekigd under the EMC Plans will be granted unde07 Equity and Incentive Pl
the 2007 Equity and Incentive Plan allows VMwargtant the VMware Options and VMware RestrictedcBtwith the same terms and
conditions as set forth in the EMC Plans, which VM intends to do, except that (1) vested EMC @ptjroperly tendered in this Offer a
not withdrawn will be exchanged for unvested VMw@ngtions subject to a new vesting period, commenoimthe Grant Date, which
provides for, subject to continued employment, rhigntesting in equal amounts over a period equéhéoshorter of twelve months or 90
days prior to the scheduled expiration of the teed&MC Options (but if such 90th day would be ptathe date of grant, then the VMware
option granted would vest on the date of gran) Mi@ware Options issued in the exchange will notibeentive stock options,”
notwithstanding whether the tendered EMC Option ara&incentive stock option,’3) VMware Options and VMware Restricted Stock isk
in the exchange will not be subject to acceleratsding on a “change in control,” and (4) certaM& Restricted Stock properly tendered in
this Offer and not withdrawn will be exchanged ¥twiware Restricted Stock that will be subject tdfeliént acceleration provisions related to
VMware achieving certain performance benchmarks thase applicable to the original EMC Restrictéoc® award. Except as described
above, the VMware Options and VMware RestrictectSimu receive in the exchange will continue teshbject to the terms of the original
EMC option or restricted stock agreement under vktiey were granted except that, unless the contaxtotherwise require, references to
“EMC” in the applicable award agreement shall ingtbe deemed to be references to “VMware.”

Proper Tender of EMC Options and EMC Restricted Stek

To validly tender your options or restricted stdokexchange in this Offer, you must either makaryelection to tender online through
the Election Site for the EMC—VMware Exchange Paograt https://www.corp-action.net/vmware or compland sign the enclosed Letter
of Transmittal in accordance with its instructioasd send it to the information and exchange adgntail to Mellon Investor Services,
Reorganization Department, PO Box 3301, South Hadek, NJ 07606; by hand to Mellon Investor Sesji€eorganization Department,
27th Floor, 480 Washington Blvd., Jersey City, N310; or by overnight delivery to Mellon Investar8ices, Reorganization Department,
480 Washington Blvd., Mail Stop - Reorg, JerseyitJ 07310Such election must be made through the Election ®ifor the EMC—
VMware Exchange Program or received by the informabn and exchange agent, Mellon Investor Servicestipr to 11:00 a.m., Pacific
Time, on the Expiration Date.
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If you made an election to tender options or retgd stock on the Election Site for the EMC—VMwénehange Program or submitted
a Letter of Transmittal and you want to withdrawnsoor all of the EMC Options or EMC Restricted &tgou marked for tender on the
Election Site for the EMC—VMware Exchange Progranom that Letter of Transmittal, you may, priorltb:00 a.m., Pacific Time, on the
Expiration Date, withdraw your tender of such EM@tions or shares of EMC Restricted Stock by chapgour election to tender online
through the Election Site for the EMC—VMware ExcbarProgram at https://www.corp-action.net/'vmwardaivering to the information
and exchange agent, Mellon Investor Services, poitihhe time this Offer expires a Notice of Withaed (in the form included with this
Prospectus-Offer to Exchange) indicating which EMC Optionsstiares of EMC Restricted Stock you are withdrawifigou wish to tende
for exchange additional EMC Options or EMC RestdcStock that you had not marked for tender on poevious Letter of Transmittal, you
may, prior to 11:00 a.m., Pacific Time, on the Eapion Date, elect to tender for exchange thoséiaddl EMC Options or shares of EMC
Restricted Stock by making further elections onEhextion Site for the EMC—VMware Exchange Progmandelivering to the information
and exchange agent, Mellon Investor Services, ditiadal properly completed and signed Letter adifismittal (in the form included with
this Prospectus-©ffer to Exchange) selecting for tender for excleasgch additional EMC Option or EMC Restricted Stawards. You me
only tender for exchange all EMC Options subjed frarticular award or all shares of EMC Restri&éatk subject to a particular award.

If you deliver a Letter of Transmittal with respéatsome but not all EMC Options or EMC Restric&dck subject to a particular
award, EMC and VMware may, in our sole discretietermine that you have elected to tender for exgball or none of the EMC Options
or EMC Restricted Stock underlying such award,@dieable. You may request additional copies ofltetter of Transmittal by contacting
the information and exchange agent, Mellon InveSenvices, located at Mellon Investor Services,rBawization Department, 27th Floor,
480 Washington Blvd., Jersey City, NJ 07310, aB&-813-1479 (from within the U.S.) or at 201-680786&from outside the U.S.).

The method of delivery of all documents, includindhe Letter of Transmittal, is at your election andrisk. If delivery is by mail,
EMC and VMware recommend that you use registerdtiwiith return receipt requested. In all cases, gbauld allow sufficient time to
ensure timely delivery. If you tender through tHedEion Site for the EMC—VMware Exchange ProgramyiyEMC Options or EMC
Restricted Stock will not be considered tenderddamyou receive confirmation on the Election tethe EMC—VMware Exchange
Program that your elections have been made orwatileceive the necessary documentation.

Determination of Validity; Rejection; Waiver of Detts; No Obligation to Give Notice of Defects

EMC and VMware will determine, in our sole discogtj all questions as to form of documents and tiglity, form, eligibility,
including time of receipt and acceptance of angéernf EMC Options or EMC Restricted Stock for exepe in this Offer. EMC’s and
VMware’s determination of these matters will beafiand binding on all partieEMC and VMware reserve the right to reject any or dl
tenders of EMC Options or EMC Restricted Stock thatthey determine are not in appropriate form or thatthey determine are
unlawful to accept.Otherwise, we and EMC expect to accept for exchamglecancellation all properly and timely tendeBddC Options
and EMC Restricted Stock which are not validly widawn. Subject to applicable law, including Rule#3of the Exchange Act, we and
EMC may also waive any of the conditions of thi§gdbr any defect or irregularity in any tenderiwiespect to any particular eligible EMC
Option or any particular shares of EMC Restricteatk. Your tender of options will not be deemedh&we been properly made until all
defects or irregularities have been cured by yowaived by us. Neither we nor any other person®hligated to give notice of any defect:
irregularities in tenders, and no one will be l@fdr failing to give notice of any defects or grdarities.

This is a ondime offer to exchange your EMC Options and EMCtReted Stock. This Offer will expire at 11:00 a,rRacific Time, ot
August 6, 2007, unless we extend this Offer. EM@ ¥Nware currently have no plans to repeat the sareesimilar offer in the future.
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EMC'’s and VMware’s Acceptance Constitutes an Agream

Your tender of EMC Options or EMC Restricted Stémkexchange pursuant to the procedures describeeeaconstitutes your
acceptance of the terms and conditions of thistOfer acceptance for exchange of your EMC OptmmEMC Restricted Stock tendered by
you pursuant to this Offer will constitute a bingiagreement between you and EMC and VMware upotethes and subject to the conditi
of this Offer.

Subject to our rights to extend, terminate and ahikis Offer, EMC and VMware expect that we wiltapt for exchange on, and in :
event promptly after, the Expiration Date, all ENDptions and shares of EMC Restricted Stock valielhdered and not validly withdrawn by
eligible employees.

The award of VMware Options and VMware Restrictéoc® pursuant to the Offer will not create any caatual or other right of the
recipients to receive any future awards of stodkong, restricted stock, other stock rights or &giit of continued employment.

Partial Tenders
EMC and VMware will not accept partial tenders ofiadividual option or restricted stock awards.

Withdrawal Rights

You may only withdraw your EMC Options and EMC Rieséd Stock tendered for exchange in accordantte tive provisions
discussed below.

You may withdraw some or all of the EMC OptiondEMC Restricted Stock you tendered for exchangais®ffer. If you want to
withdraw any of the EMC Options you tendered focleange, you must withdraw all tendered EMC Optiuigject to the particular award of
which the options you want to withdraw are a pant] if you want to withdraw any EMC Restricted &tgou tendered for exchange, you
must withdraw all EMC Restricted Stock subjecthe particular award of which the restricted stool yant to withdraw is a part. If you
deliver a Notice of Withdrawal with respect to oslyme but not all of the EMC Options or EMC Res#icStock subject to a particular
award, EMC and VMware may, in our sole discretidgtermine that you have elected to withdraw aliane of the EMC Options or EMC
Restricted Stock, as applicable, underlying sucardwYou may request copies of the Notice of Widwdal by contacting the information and
exchange agent, Mellon Investor Services, locatédiedlon Investor Services, Reorganization Departin27th Floor, 480 Washington Blv:
Jersey City, NJ 07310, at 1-888-313-1479 (from iwithe U.S.) or at 201-680-6672 (from outside th8.)

You may withdraw your tendered EMC Options or EM&sRicted Stock at any time before 11:00 a.m.,fRRaEime, on August 6,
2007, the currently scheduled Expiration Date &f @ffer. If this Offer is extended by EMC and VMmgebeyond that time, you may
withdraw your tendered options at any time un#@ éxtended Expiration Date of this Offer. In aduitiif EMC and VMware have not
accepted your EMC Options or EMC Restricted Stecklered for exchange before 9:00 p.m., Pacific ToneAugust 31, 2007, the 40th
business day following the commencement of thieQffou may withdraw your EMC Options or EMC Red&d Stock at any time
thereafter. For purposes of this Offer, a “busirdsg’ means any day other than a Saturday, SunddyS Federal holiday and consists of
the time period from 12:01 a.m. through 12:00 ngihi Eastern Time.

To validly withdraw EMC Options or EMC Restrictetb8k tendered for exchange, you must, prior tatithe this Offer expires, either
change your election online through the Electide 8r the EMC—VMware Exchange Program at httpsiMacorp-action.net/'vmware or
deliver to the information and exchange agent, Melhvestor Services, a properly completed andesigaritten Notice of Withdrawal in the
form enclosed with this Prospectus—Offer to Exclearfjyou choose to deliver a Notice of Withdrawamust sent to the information and
exchange agent, by the means and at the appliadbtess set forth above.
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You may not rescind any withdrawal, and any EMCi@ys or EMC Restricted Stock you withdraw will teefter be deemed not
properly tendered for purposes of this Offer, unilgsu properly re-tender those options before tk@rgtion Date by following the
procedures described above in “The Exchange Offeopd? Tender of EMC Options and EMC Restricted &toc

Neither EMC, VMware nor any other persons are @ltéid to give you notice of any defects or irregtits in any notice of withdrawal,
nor will anyone incur any liability for failure tgive you any such notice. EMC and VMware will detare, in our discretion, all questions as
to the form and validity, including time of receiit Notices of Withdrawal. EMC’s and VMware’s daténation of these matters will be final
and binding.

Delivery of VMware Restricted Shares, Options to Pichase VMware Common Stock

EMC and VMware reserve the right to extend, posth@mend or terminate this Offer. However, EMC ®iMivare expect that, upon
the terms and subject to the conditions of thieOfbn, and in any event promptly after, the ExjpraDate, we will accept for exchange and
cancel all validly tendered EMC Options and shafdsMC Restricted Stock that have not been vahdityhdrawn. If and when EMC and
VMware accept for exchange and cancellation yoaperly tendered and not withdrawn EMC Options aMCERestricted Stock, you will
have no further rights with respect to those cdeddtMC Options and EMC Restricted Stock. As prdyngs practicable after we accept
tendered EMC Options and EMC Restricted Stock xehange and cancellation, we will send each tengezimployee a notice indicating the
number of shares of EMC Stock subject to the optenmd the number of shares of EMC Restricted Stdtered for exchange that have k
accepted and cancelled and the number of shaié¥lwhire Stock underlying the VMware Options granie@xchange for such options, and
the number of shares of VMware Restricted Stocktgiin exchange for such EMC Restricted Stock. Wiluonly receive VMware Optior
or shares of VMware Restricted Stock for EMC Opdion shares of EMC Restricted Stock, as applicgibtgperly tendered and not
withdrawn which have been accepted for exchangecandellation pursuant to this Offer, and which@uestanding as of the Grant Date.

If EMC and VMware do not accept any EMC Option&EMC Restricted Stock tendered for exchange, yolke#p all of your current
EMC Options and EMC Restricted Stock and you will receive VMware Options or VMware Restricted Ktddéo changes will be made to
your existing EMC Options or shares of EMC RestdcStock, and they will remain outstanding withitieairrent terms, including exerci
price, term and vesting schedule.

For purposes of this Offer, EMC and VMware will tieeemed to have accepted for exchange EMC Optiahslaares of EMC
Restricted Stock that are validly tendered for exde and not properly withdrawn if and when we givigten notice of our acceptance for
exchange of such EMC Options and shares of EMCriRiest Stock, which may be by press release orgteemitted means. VMware
Options and shares of VMware Restricted Stock élljranted pursuant to this Offer on or prompttgrathe date of such acceptance, which
EMC and VMware expect will be on, and in any evenumptly after, the Expiration Date. Promptly fellimg the Expiration Date, EMC and
VMware will publicly disclose the approximate aggate number of shares underlying EMC Options aageshof EMC Restricted Stock
accepted and canceled in this Offer, the Grant,Dageapproximate aggregate number of shares of &dBtock subject to VMware Optic
and the approximate aggregate number of sharedefdre Restricted Stock granted in the exchange.

EMC Options or EMC Restricted Stock that you chooseto tender for exchange or that EMC and VMwdénot accept for exchange
will remain outstanding until they are exercisedrpire by their terms and will retain their cutremercise price, term, vesting schedule and
other rights and benefits. For so long as EMC cmets to hold shares of VMware Stock representifg 60more of the total outstanding
voting power of VMware, service with VMware will m®nsidered service with EMC for purposes of vegstind determining timing of the
lapse of restrictions for EMC Restricted Stock. Hoer, from such time as EMC ceases to hold shdréMware stock representing 50% or
more of the total outstanding voting power of VM&aany EMC
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Options and EMC Restricted Stock then held by ydube& terminated in accordance with the termshef applicable award.

Extension; Termination; Amendment

EMC and VMware may, from time to time, extend tlegipd of time during which this Offer is open arelay accepting any EMC
Options or EMC Restricted Stock tendered to therdibgeminating notice of the extension to optiodkdd by public announcement, oral or
written notice or otherwise as permitted by Rule-#8e)(3) under the Exchange Act. If this Offeexsended, EMC and VMware will provide
appropriate notice of the extension no later th&@9 @.m., Pacific Time, on the next business ddgviang the previously scheduled
Expiration Date.

EMC and VMware also expressly reserve the righth@ir reasonable judgment, prior to the Expirafiate, to terminate or amend this
Offer and to postpone their acceptance and catioellaf any EMC Options or EMC Restricted Stockdered for exchange upon the
occurrence of any of the conditions specified ihgTExchange Offer—Conditions to Completion of tHée© by disseminating notice of the
termination or postponement to the optionholderpiylic announcement, oral or written notice orepttise as permitted by applicable law.
EMC’s and VMware’s reservation of the right to detecceptance and cancellation of EMC Options and€CHMstricted Stock tendered for
exchange is limited by Rule 13e-4(f)(5) under tlxeliange Act, which requires payment of the consititen offered or return of the EMC
Options and EMC Restricted Stock tendered prongdtlr termination or withdrawal of the tender offer

Subject to compliance with applicable law, EMC &fMware further reserve the right, in their discoeti and regardless of whether any
event set forth in “The Exchange Offer—Conditioo<Ctompletion of the Offer” has occurred or is dedrig us to have occurred, to amend
this Offer in any respect. We will notify you ofyasuch amendment and EMC will file with the SECaamendment to the Schedule TO.

Amendments to this Offer may be made at any timd,feom time to time, by providing appropriate wwetiof the amendment. Any
notice pursuant to this Offer will be disseminapedmptly to eligible employees in a manner reastndésigned to inform them of such
change. EMC and VMware have no obligation to plblaivertise or otherwise communicate any suchipabhouncement except by
making a press release or as otherwise requirpdramitted by applicable law.

If EMC and VMware materially change the terms a$ @ffer or the information concerning this Offer.if they waive a material
condition of this Offer, we will extend this Offés the extent required by the SEC. The period bicwthis Offer will be extended in such a
case will depend on the facts and circumstancekiding the relative materiality of such terms miiormation.

If EMC and VMware decide to take any of the followiactions, they will publish notice or otherwiséoirm you in writing of such
action and keep this Offer open for at least t€) tiLisiness days after the date of such notifinatio

(1) EMC and VMware change the consideration offédcedhe EMC Options or EMC Restricted Stock (while Exchange Ratio
will not be set during the period that this Offeripen, the determination of the Exchange Ratisyant to the terms of this Offer will
not be considered a change in the considerati@neafj; or

(2) EMC and VMware decrease the number of optiorsghares of EMC Restricted Stock eligible to balezrd in this Offer.

Automatic Extension

This Offer will be automatically extended if a matklisruption event occurs with respect to the EGtnmon Stock or the VMware
Class A common stock on either of the two daysrduvihich the value of each share of EMC CommoniStod/Mware Class A common
stock was originally expected to be determined.
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Conditions to Completion of the Offer

EMC and VMware will not be required to accept apyians tendered for exchange, and EMC or VMware teayinate or amend this
Offer, or postpone the acceptance and cancellafiany options tendered for exchange, in each salsgect to Rule 13e-4(f)(5) under the
Exchange Act, if (a) on or prior to the expiratiointhis Offer, if the IPO Registration Statementlis Exchange Offer Registration Statement
shall not have been declared effective by the SE®)aat any time prior to the expiration of thisf&, EMC or VMware determines that any
of the following events has occurred and, in oasomable judgment, the occurrence of the event snakeadvisable for us to proceed with
this Offer or to accept for exchange options teaddor exchange pursuant to this Offer:

» the IPO Registration Statement shall have beerdwathin by the Compan

» any stop order suspending the effectiveness dfRtleRegistration Statement or this Exchange Offsgifration Statement has
been issued and not withdrav

» any instituted or pending action or proceeding oy government or governmental, regulatory or adstiative agency, authority
or tribunal or any other person, domestic or farelgefore any court, authority, agency or tribuhat directly or indirectly
challenges the making of this Offer, the cancealtatf some or all of the EMC Options or EMC Res#ritStock tendered for
exchange, the issuance of VMware Options or VMviRastricted Stock, or otherwise relates in any suttistt manner to this
Offer;

* any action is pending or taken, or any approvangxion or consent is withheld, or any statuteg,reggulation, judgment, order
or injunction is proposed, sought, promulgatedcerth entered, amended, enforced or deemed tophieatye to this Offer, EMC
or VMware, by or from any court or any regulatoryagministrative authority, agency or tribunal ayather event has occurred
that would, in the reasonable judgment of EMC orwdvie:

(i) make the acceptance of or exchange of somé of the tendered EMC Options or EMC Restrictedc&t or make the
award of VMware Options and VMware Restricted Stalbggal;

(i) require that VMware or EMC obtain shareholdgproval in respect of this Offer;

(iii) delay or restrict EMC’s or VMware’s abilitygr render EMC or VMware unable, to accept for exgjega or grant
VMware Options for some or all of the tendered ERftions or VMware Restricted Stock for some ooélthe tendered
VMware Restricted Stock; or otherwise restrict ahpbit consummation of this Offer or the transanti contemplated by this
Offer; or

(iv) materially and adversely affect the businessdition (financial or other), income, operatiangrospects of the
Company or EMC, or otherwise materially impair imyavay the contemplated future conduct of VMwa@'€£MC'’s businesses;

« any general suspension of trading in, or limitatonprices for, securities on any national se@sigxchange or in the over-the-
counter market

» the declaration of a banking moratorium or any saspn of payments in respect of banks in the dritates, whether or not
mandatory; o

» atender or exchange offer with respect to sonadl af VMware’s capital stock or that of EMC'’s, armerger or acquisition
proposal for VMware or EMC, is proposed, announzethade by another person or entity or is publiiclosed

These conditions are for VMware’s and EMC’s ben&MC and VMware may assert any of these conditinrikeir sole discretion
regardless of the circumstances giving rise to theaor to the expiration of this Offer. EMC and VNwe may in their discretion waive any of
the above conditions, in whole or in part, at ametand from time to time, prior to the expiratioithis Offer, whether or not they waive any
other condition to this Offer. EMC’s and VMwareailfire at any time to exercise any of these rigllisnot be deemed a waiver of any such
rights. The waiver of any of these rights with o particular facts and
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circumstances is not a waiver with respect to ghgrofacts and circumstances. Any determination Eii@ VMware make concerning the
events described above will be final and bindingrupveryone.

Fees and Expenses

EMC and VMware will not pay any fees or commissitmany broker, dealer or other person (other fban to the information and
exchange agent, Mellon Investor Services, as destiielow) for soliciting tenders of EMC OptionsEMC Restricted Stock pursuant to t
Offer.

EMC and VMware have retained Mellon Investor Sersito act as the information and exchange agestrinection with this Offer.
The information and exchange agent may contactehsldf shares of EMC Options and EMC RestrictedShy mail, e-mail, telephone,
facsimile transmission and personal interviews rmag request brokers, dealers, commercial banks, tampanies and similar institutions
and other nominee shareholders to forward mategddsing to this Offer to beneficial owners. Tihéormation and exchange agent will
receive reasonable compensation for its servic#ishareimbursed for reasonable out-of-pocket exges and will be indemnified against
liabilities in connection with its services, inclad liabilities under the federal securities laws.

The information and exchange agent has not beameet to make solicitations or recommendations.f€ls it receives will not be
based on the number of shares of EMC Options an@ BRstricted Stock tendered under this Offer.

No broker, dealer, commercial bank, trust comparsirailar institution shall be deemed to be theragdé EMC, VMware or the
information and exchange agent for purposes ofGiffisr.

Legal and Other Limitations

This Prospectus—Offer to Exchange is not an offesetl or exchange and it is not a solicitatiomofoffer to buy any shares of EMC’s
common stock or VMware Class A common stock in janigdiction in which the offer, sale or exchangaot permitted. EMC and VMware
are not aware of any jurisdiction in the Unitedt&savhere the making of this Offer or its accepgamwould not be legal. If EMC or VMware
learns of any jurisdiction in the United States mehmaking this Offer or its acceptance would nopbemitted, EMC and VMware intend to
make a good faith effort to comply with the relevkaw in order to enable such offer and acceptande permitted. If, after such good faith
effort, EMC and VMware cannot comply with such I&NC and VMware will determine whether this Offeillloe made to and whether
tenders will be accepted from or on behalf of pesseho are holders of shares of EMC Options and ERé€lricted Stock residing in the
jurisdiction.

In any jurisdiction in which the securities or blsiey laws require this Offer to be made by a lieghsroker or dealer, this Offer may be
made on EMC'’s and VMware’s behalf by one or moggstered brokers or dealers licensed under the ¢dwach jurisdiction.
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MARKET PRICES AND DIVIDEND INFORMATION

Shares of EMC’s Common Stock and Dividends

EMC stock is quoted on the New York Stock Exchamgaer the symbol “EMC.” The following table shovi@r, the periods indicated,
the range of high and low sales prices per shaEeMsE Stock as reported by the New York Stock Exgean

High Low

Fiscal Year ended December 31, 2!

First Quarte! $15.0¢ $11.7¢
Second Quarte 14.8¢ 11.1C
Third Quartel 14.7¢ 12.0¢
Fourth Quarte 14.5¢ 12.7C
Fiscal Year ended December 31, 2!

First Quarte! $14.7¢ $13.0t
Second Quarte 13.9¢ 10.11
Third Quartel 12.0¢ 9.44
Fourth Quarte 13.7¢ 11.6¢
Fiscal Year ending December 31, 2(

First Quartel $14.8¢ $12.7¢
Second Quarte 18.1¢ 13.8¢
Third Quarter (through July 6, 200 18.8¢ 18.0z

On July 6, 2007, the last reported sale price of E8Mock on the New York Stock Exchange before itivgfof this Prospectus—Offer
to Exchange was $18.66 per shakie recommend that you obtain current market quotatons for EMC Stock before deciding whether
to tender your EMC Options or EMC Restricted Stock.

EMC has never paid cash dividends on its commarksto

Shares of VMware’s Common Stock and Dividends

There is currently no public market for VMware'sa€ A common stock. VMware’s Class A common staxkibeen authorized for
listing on the New York Stock Exchange under thalsgl “VMW.”

VMware paid cash dividends of $190.0 million an@ $9million to EMC in 2005 and 2004, respectivehydan $800.0 million dividend
payable to EMC in the form of a note in April 200¥e currently do not anticipate declaring any adisidends in the foreseeable future. Any
future determination to declare cash dividends méllmade at the discretion of our board of dire;teubject to the consent of the holders of
our Class B common stock pursuant to our certiéigdtincorporation. Holders of our Class A commtotk and our Class B common stock
will share equally on a per share basis in anydéivd declared on our common stock by our boardretirs. See “Description of Capital
Stock of VMware—Common Stock—Dividend Rights.”
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USE OF THE IPO PROCEEDS

We estimate that our net proceeds from the saleeo€lass A common stock in the IPO will be appmadely $741.4 million, at an
assumed initial public offering price of $24.00 pbare (the midpoint of the range reflected inlBf@ Registration Statement) and after
deducting estimated underwriting discounts andrisffeexpenses that we must pay in connection vaghlPO. If the underwriters’ over-
allotment option in the IPO is exercised in fulle wstimate that our net proceeds will be approxéip&853.7 million. A $1.00 increase
(decrease) in the assumed initial public offeringgof $24.00 per share would increase (decrehsa)et proceeds to us from the IPO by
$31.2 million, assuming the underwriters do notreise their over-allotment option and assuming thatnumber of shares offered by us in
the IPO, as reflected in the IPO Registration $tate, remains the same and after deducting th@atstd underwriting discounts and offer
expenses payable by us.

We currently intend to use the net proceeds:
» torepay $350.0 million of our intercompany indelrtess owed to EMC

e to purchase from EMC our new headquarters fadlitte an amount equal to the cost expended by Edvifate in constructing tt
facilities, which totaled approximately $127.0 rioill, which purchase will be effected through tlensfer of the equity interests
the EMC entity which holds the rights to the fa@; anc

» for working capital and other general corporateppses, including to finance our growth, develop peaducts and fund capital
expenditures and potential acquisitio

The intercompany indebtedness was incurred in 2807 to fund an $800 million dividend paid to EMthe form of a note. The nc
matures in April 2012 and bears an interest ratb@B0-day LIBOR plus 55 basis points (5.91% a3uofe 30, 2007), with interest payable
quarterly in arrears commencing June 30, 2007 .nbie may be repaid, without penalty, at any timam@ncing July 2007. The dividend
was declared to allow EMC to realize the increas®de of its investment in us from the time of aeguisition by EMC. The amount of the
dividend was determined by reference to EMC'’s @asi®in our common stock through the end of 200thabthe dividend would not result
in the recognition of any income by EMC for U.Sddeal income tax purposes. The terms of the note determined by considering our
then-existing cash position, our historic and fatability to generate cash flows from operationd g likelihood that we would be able to
pay the note pursuant to its terms while still hgvsufficient cash to meet our operating needscWeently do not anticipate declaring cash
dividends in the future. We have chosen to usertiomoof the proceeds from the IPO to repay $3%8.06ur intercompany indebtedness owed
to EMC because our expected cash position followlieglPO will allow us to pay down a portion of thete without incurring interest while
still having sufficient cash to meet our anticightgoerating needs. The purchase price of our heatiys facilities was determined as a m«
to compensate EMC for costs it expended on ourlbehtihe construction of the facilities.

We may pursue the acquisition of companies withmlementary products and technologies that we beleilt enhance our suite of
offerings. In April 2007, we entered into an agreairto acquire all of the capital stock of a prahatheld offshore software development
company for aggregate cash consideration of less $10 million. Other than this agreement, we dohawe agreements or commitments for
any specific acquisitions at this time. Pendingubke of proceeds from the IPO, we intend to inthesiproceeds in a variety of capital
preservation investments, generally governmentrg@asiand cash.
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CAPITALIZATION OF VMWARE

The following table sets forth our capitalizatiomat March 31, 2007:

on an actual basi

on a pro forma basis to give effect to our pendssgance and sale of 9,500,000 shares of Classnnom stock to Intel Capital
for proceeds of $218.5 million. Pursuant to thenteof our investor rights agreement with Intel Galpin the event the Company
does not complete an underwritten public offeringo before December 31, 2007 with an aggregate poi the public of at least
$250.0 million, Intel Capital may require the Compao repurchase the Class A common stock thatlidsh The pro forma data
gives effect to the adjustment as redeemable constomk due to this repurchase feature;

on a pro forma as adjusted basis to give effef) tmur issuance and sale of 9,500,000 shareso€tass A common stock to Intel
Capital for proceeds of $218.5 million, (ii) theclessification of the capital proceeds of $218.8iom from the Intel sale from
redeemable common stock to permanent equity sircesdemption feature described above lapses upuopletion of the IPO,
(iii) our issuance and sale of 33,000,000 shar&3la$s A common stock in the IPO at a public offgrprice of $24.00 per share
(the midpoint of the range reflected in the IPO Regtion Statement), (iv) the repayment of $35@ilion of principal amount ol
the $800.0 million note we incurred to fund a dend to EMC, (v) the purchase from EMC of our newdgarter facilities for an
amount equal to the cost expended by EMC to datenistructing the facilities, which totaled approately $127.0 million as of
June 30, 2007, and (vi) the deduction of estim&®€ underwriting discounts and IPO offering expansayable by us. See “Use
of the IPO Proceec”

This table contains unaudited information and stidaal read in conjunction with “VMware’s SelectednGolidated Financial Data,”
“YMware Management’s Discussion and Analysis ofdficial Condition and Results of Operatioast our consolidated financial stateme
and the accompanying notes that appear elsewhémnesiRrospectus—Offer to Exchange.

Cash

As of March 31, 2007
Pro Pro Forma
Actual Forma As Adjusted
(in thousands)

$ 258,46t $ 476,96t $ 741,40¢

Long-term debt

Total debt $ 800,00( $ 800,00( $ 450,00(
Redeemable common sto — 218,50( —
Equity:

Preferred Stock, par value $0.01 per share, 10@00Ghares authorized, no shares outstanding

actual, pro forma and pro forma as adju — — —
Class A common stock, par value $0.01 per shas®02)00,000 shares authorized and

32,500,000 shares outstanding, actual and 2,50@0008@hares authorized, 32,500,000 st

outstanding pro forma and 2,500,000,000 shareodné, 75,000,000 shares outstandin

pro forma as adjuste 32t 32t 75C
Class B common stock, par value $0.01 per sha®8p1000,000 shares authorized and

300,000,000 shares outstanding, actual, pro formdageo forma as adjustt 3,00( 3,00( 3,00(
Additional paic-in capital 6,23¢ 6,23¢ 965,75
Accumulated defici (193,05) (193,05) (193,05)
Total equity (deficit) (183,49 (183,49) 776,44
Total capitalizatior $616,500 $83500  $1,226,44

A $1.00 increase (decrease) in the assumed ipitialic offering price of $24.00 per share wouldrease (decrease) by $31.2 million in
each of cash, additional paid-in capital, totaliggand total capitalization, respectively, assugrihat the number of shares offered by us, as
reflected in the IPO Registration Statement, rem#ie same and after deducting the estimated umidiepnwdiscounts and offering expenses
payable by us.
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VMWARE MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This VMware Management’s Discussion and Analysimdncial Condition and Results of Operations (“MIB”) should be read in
conjunction with our consolidated financial statertseand notes thereto which appear elsewhere ;mRhospectus—Offer to Exchange. The
following discussion should be read in conjunctigth section entitleForward-Looking Statements” and the risk factoes $orth under
“Risk Factors.”

All dollar amounts expressed numerically (except peshare amounts) in this MD&A are in millions.
Certain tables may not add due to rounding.

Overview

Our primary source of revenue is the licensingidfialization software and related support andises/through a variety of distribution
channels for use by businesses and organizatiosé Kizes and across numerous industries in thigirmation technology infrastructure. Our
virtualization solutions run on industry-standaeskkops and servers and support a wide range ohtiqg system and application
environments, as well as networking and storagastriucture. We have developed a multi-channetibigton model to expand our presence
and reach various segments of the market. We akaver 75% of our revenues from our channel pastnehich include distributors,
resellers, x86 systems vendors and system integraie have also developed a network of over 4i@fi@ect channel partners who fulfill
orders through our direct channel partners. A nitgjof our revenue results from contracts thatuile both perpetual software licenses and
ongoing software maintenance contracts. Licensema is recognized when the elements of revenwgmnémon are complete. Maintenance
revenue is recognized ratably over the term ohtaetenance period, and includes renewals of maamiee sold after the initial maintenance
period expires. We also recognize revenue fromgadbnal services provided to our customers.

We have achieved significant revenue growth to datkare focused on extending our growth by broadewur product portfolio,
enabling choice for customers and driving standaxisanding our network of technology and distiifiupartners, increasing market
awareness and driving the adoption of virtualizatio addition to selling to new customers, weas® focused on expanding the use of our
products within our existing customer base, as nuiaur license revenue is based on a per desktppraserver arrangement. We believe it
is important that as we grow our sales, we conttouavest in our corporate infrastructure, inchglcustomer support, information
technology and general and administrative functidvie expect our spending in research and developtoéncrease as we add computer
scientists, software engineers, and employeesveddh product development and maintenance andntento enable choice for customers
and drive standards. We believe that equity ingesttied directly to the performance of VMware vidllp us compete for top-level
engineering and other talent. We also intend tdicoa to invest in hardware, networking and sofenaols to increase the efficiency of our
research and development efforts.

Our current financial focus is on sustaining owvgth in revenue to generate cash flow to expandmarket segment share and our
virtualization solutions. Although we are currentte leading provider of virtualization solutionge believe the use of virtualization solutic
is at very early stages by customers. We expefeic® competitive threats to our leadership fronumber of companies, some of whom may
have significantly greater resources than we daa Aesult, we believe it is important to continaerivest in our research and product
development, sales and marketing and the suppactifun to maintain or expand our leadership invinialization solutions market. This
investment could result in contracting operatinggires as we invest in our future. We believe thatwill be able to continue to fund our
product development through operating cash floms@sontinue to sell our existing products and ises: We believe this is the right priol
for the long-term health of our business.

In evaluating our results, we focus on operatinggimaand, to a lesser extent, gross margin. A figant portion of our service revenue
is recognized in periods of up to five years subisegto the initial contract,
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whereas most of our license revenue is recognizéiinithe first quarter of contract signing. Asesult, variability in gross margin can result
from differences in when we price our service atémthe cost is incurred. Substantially all of mwenue is for contracts in U.S. dollars to
international channel partners. A portion of ouegiing expenses classified as cost of salesdgriencies other than the U.S. dollar. This
difference may cause variability in gross marging eperating margins due to fluctuations in the.ld@lar compared to other currencies. As
a result, we focus our attention on operating nmabgicause it encompasses the entire cost strigttpmmrting our operations. We are not
currently focused on short-term operating margipagrsion, but rather on investing at appropriatesréd support our growth and future
product offerings in what may be a substantiallyenmmpetitive environment.

As a wholly owned subsidiary of EMC, we relied bioi provide a number of administrative supporvees and facilities in other
countries. Although we will continue to operate endn administrative services agreement and cantimueceive support from EMC, our
administrative costs may increase. We also arestingein expanding our own administrative functioimgluding our finance and legal
functions, which may be at a higher cost than tiragarable services currently provided by EMC. W alill incur additional costs as a
public company, including audit, investor relatipatock administration and regulatory compliancst€o

EMC'’s Acquisition of VMware

On January 9, 2004, EMC acquired all of our outditagn capital stock. The acquisition was accountedif a purchase. Accordingly,
assets and liabilities were adjusted to theirrfzarket value. For financial statement purposesalioeation of the purchase price paid by
EMC for us has been reflected in our stand-alomenitial statements. This allocation includes thedgall and related intangible assets
recognized by EMC from the acquisition of us. Se¢eNA to the consolidated financial statementsidet elsewhere in this Prospectus—
Offer to Exchange. EMC currently owns substantiallyof our common stock. The results of operatidissussed in this analysis for 2004
for the period from the date of acquisition by EM@nuary 9, 2004, to December 31, 2004.

The financial statements include expense allocationcertain corporate functions provided to u€MC, including accounting,
treasury, tax, legal and human resources. Theseatilbns were based on estimates of the levelfoftedr resources incurred on our behalf
and which are considered reasonable by manageiftemtotal costs allocated from EMC were $2.3 an@ &dr the three months ended
March 31, 2007 and 2006, respectively, and $52006, $5.3 in 2005 and $4.5 in 2004. Additionadigrtain other costs incurred by EMC for
our direct benefit, such as rent, salaries andfisr@ve been included as expenses in our finhstagements. The total of these other costs
were $20.2 and $10.5 for the three months endedVait, 2007 and 2006, respectively, and $63.7 062$27.1 in 2005 and $7.3 in 2004.
Additionally, as part of our tax sharing arrangetmere paid EMC income taxes of $63.1 and $6.6 id&2&nd 2005, respectively. We also
earned interest income on our intercompany balémoe EMC in the amount of $1.3, $0.8, and $2.6tfar three months ended March 31,
2007 and the years ended December 31, 2006 and 23@&ctively. For the three months ended Marct28@6, we incurred interest expe
on our intercompany balance to EMC in the amoui(ot.

The financial statements included herein may noessarily reflect our results of operations, finahposition and cash flows as if we
had operated as a stand-alone company duringrédidsepresented. Accordingly, our historical resshould not be relied upon as an
indicator of our future performance.

Equity-based Compensation

Since our acquisition by EMC, we have historicaltyt issued equity-based compensation in VMwarekstmour employees. Our
employees received equity-based compensation ifotheof EMC stock options and restricted sharesdnnection with the IPO, we are
conducting this voluntary exchange offer pursuamwlich we are offering our eligible employees dhdity to exchange their existing EMC
options and restricted stock awards for optionsuichase our Class A common stock and restrictazk stwards of our Class A common
stock, respectively, at an exchange ratio based &d4C'’s two-day weighted average trading price iptiothe consummation of the IPO. As
of June 30, 2007, the maximum number of sharesvi Etock underlying options
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which could be tendered for exchange was approxima®.3 million. Additionally, as of June 30, 2QQFere were approximately 5.8 milli
outstanding shares of EMC restricted stock heldllgible employees which could be tendered for axgje. Assuming all the options and
shares are exchanged, assuming the initial pufflicing price is $24.00 per share (the midpointref range set forth on the cover of the IPO
Registration Statement) and assuming EMC'’s tag-weighted average trading price prior to thescommation of the IPO is $19.54 per st
(the average of the volume-weighted average prcespare of EMC Stock for the two days ended JQ|y2P07), there will be approximately
10.0 million options issued in the exchange withieaghted average exercise price of $14.47 for VMamstock and 4.7 million shares of
VMware restricted stock. Assuming the exchangeissaummated in the third quarter of 2007, we es#rifzdt the unamortized fair value of
the exchanged awards will be approximately $108tich will be recognized over their vesting periogssulting in equity-based
compensation expense of approximately $24.2, $826.4, $9.6, $2.2 and $0.1 in 2007, 2008, 2009022011 and 2012, respectively. This
will result in incremental equity-based compensatapense of approximately $7.1 over the remaiuesding periods.

If EMC'’s weighted average stock price as calculgtedsuant to the terms of this Offer is $1.00 gretian $19.54, then 0.5 million
more shares of Class A common stock will be issuapbn the exercise of stock options granted sm@ifer and 0.2 million more shares of
Class A common stock will be subject to restricteatk awards granted in this Offer. Under this acen assuming the Offer is consummated
in the third quarter of 2007, we estimate thatithamortized fair value of the exchanged awardshelapproximately $102.7, which will be
recognized over their vesting periods, resultingdnity-based compensation expense of $24.1, $8803, $9.6, $2.2 and $0.1 in 2007,
2008, 2009, 2010, 2011 and 2012, respectively. WhHisesult in incremental equity-based compermsagxpense of approximately $6.8 over
the remaining vesting periods. If EMC’s weighte@mage stock price as calculated pursuant to thestef this Offer is $1.00 less than
$19.54, then 0.5 million fewer shares of Class Armn stock will be issuable upon the exercise @tlsbptions granted in this Offer and
million fewer shares of Class A common stock wél subject to restricted stock awards granted s@fer. Under this scenario, assuming
this Offer is consummated in the third quarter @72, we estimate that the unamortized fair valuthefexchanged awards will be
approximately $103.4, which will be recognized otfregir vesting periods, resulting in equity-basethpensation expense of $24.3, $46.7,
$20.4, $9.7, $2.2 and $0.1 in 2007, 2008, 200902211 and 2012, respectively. This will resulinaremental equity-based compensation
expense of approximately $7.5 over the remainirgging periods.

If the IPO Price for shares of our Class A commimelsis $1.00 greater than the assumed IPO Pri§2400 per share, then 0.4 mill
fewer shares of Class A common stock will be isgiapon the exercise of stock options grantedig@ffer and 0.2 million fewer shares of
Class A common stock will be subjected to restdack awards granted in this Offer. Under thenseio, assuming this Offer is
consummated in the third quarter of 2007, we edérttat the unamortized fair value of the excharmedrds will be approximately $103.1,
which will be recognized over their vesting peripdssulting in equitypased compensation expense of $24.2, $46.6, $06l,$2.2 and $0
in 2007, 2008, 2009, 2010, 2011 and 2012, respaygtiThis will result in incremental equity-baseshtpensation expense of approximately
$7.1 over the remaining vesting periods. If the I@e for shares of our Class A common stock i8&%ess than the assumed IPO Price of
$24.00 per share, then 0.4 million more sharesla$s<CA common stock will be issuable upon the @geraf stock options granted in this
Offer and 0.2 million more shares of Class A commatmtk will be subjected to restricted stock awaydsted in this Offer. Under this
scenario, assuming this Offer is consummated iritting quarter of 2007, we estimate that the unaizext fair value of the exchanged awe
will be approximately $103.1, which will be recoged over their vesting periods, resulting in egbidged compensation expense of $24.2,
$46.6, $20.4, $9.6, $2.2 and $0.1 in 2007, 20089202010, 2011 and 2012, respectively. This waliein incremental equity-based
compensation expense of approximately $7.1 overeimaining vesting periods.

The ultimate amount of expense will be determinasel upon the actual number of exchanged equityments, the actual IPO price
and EMC'’s actual two-day weighted average tradimgceporior to the consummation of the IPO. Addiatiy, the annual expense is subject to
the amount of equity-based compensation that maapialized.
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In addition, through July 2, 2007, VMware has gegrapproximately 35.8 million options to purchasares of its Class A common
stock with a weighted average exercise price of(R2and approximately 453,000 restricted shar€dafs A common stock. The fair value
of these awards is approximately $260.5, which béllrecognized over the awards, vesting periogs/tieg in equity-based compensation
expense of approximately $39.7, $69.0, $65.5, $60d7$25.6, in 2007, 2008, 2009, 2010 and 201 pertively. The annual expense is
subject to the amount of equity-based compenstéti@nmay be capitalized.

Income Statement Presentation
Sources of Revenue

License revenuedOur license revenues consist of revenues earnadthe licensing of our software products. Ouerlises are
generally sold on a perpetual basis and are géyeraded based upon the number of physical desktwserver processors on which our
software runs. From inception through early 2004 lisensed certain of our products and providechtgslat no additional cost. Because we
had not established vendor-specific objective evide or VSOE, of the fair value of the updatesyesognized the entire contract value
ratably over the contract period. Commencing iye2004, we offered customers the right to buy upsl@n a stand-alone basis, thereby
establishing VSOE of fair value of the updatesaAsgsult, we recognized the license portion ofcittract at the inception of the license
agreement and recognized the value of the maintenamrtion of the contract over the maintenanceger

Services revenuesOur services revenues consist of software maames and professional services. Maintenance regeamnee
recognized ratably over the contract period. Tylpicaur contract periods range from one to fivange Customers receive various types of
product support based on the level of support @msell. Maintenance also affords customers the tagtetceive future product upgrades, if
and when they become available.

Professional services include design, implememadind training. Professional services are not claned essential to the functionality
of our products, as these services do not alteprtbauct capabilities and may be performed by astamers or other vendors. Professional
services engagements that have durations of nitasty or less are recognized in revenue upon coioplef the engagement. Professional
services engagements of more than ninety daysliarhwve are able to make reasonably dependableatsts of progress toward completion
are recognized on a proportional performance lxsied upon the hours incurred. Revenue on all ethgagements is recognized upon
completion.

Costs of Revenue and Operating Expenses

Cost of license revenueQur cost of license revenues principally consighe cost of fulfilment of our software. This ¢ascludes
product packaging and personnel and related ovdragsociated with the physical and electronic éejivwf our software products. The cost
also includes amortization of capitalized softwdeselopment costs.

Cost of services revenue®ur cost of services revenues includes the cdsteqersonnel and related overhead to delivédmieal
support on our products, as well as to providepsafessional services.

Research and development expengggr research and development, or R&D, expensdgda the personnel and related overhead
associated with the development of new productiofifis and the enhancement of our existing softwéexings.

Sales and marketing cost®ur sales and marketing costs include the cdsteqersonnel and related overhead associatédhétsale
and marketing of our license and service offeriagswell as the cost of certain specific marketnitiatives, including our annual VMworld
conference.

General and administrative expensé3ur general and administrative expenses inclodgersonnel and related overhead costs of
supporting the overall business. These costs irdle costs associated with our finance, facilitiesnan resources, IT infrastructure and
legal departments.
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Results of Annual Operations

Our results of operations for the year ended Deegi@b, 2006 and 2005 and the period from Janua29®4 to December 31, 2004 are
as follows:

2006 2005 2004
Revenues
License $491.¢ 69.9% $287.C 74.1% $178.¢ 81.8%
Services 212.C 30.1 100.1 25.¢ 39.¢ 18.2

703.¢ 100.C 387.1 100.C 218.¢ 100.C
Cost of revenues

Cost of license revenu 59.2 8.4 40.2 104 32.¢ 15.C
Cost of services revenu 64.2 9.1 24.¢ 6.4 12.€ 5.8
123.2 17.F 65.2 16.¢ 45,4 20.€

Gross profit 580.f 82.F 321.¢ 83.2 173.c 79.2
Operating expense

Research and developmt 148.: 21.1 72.€ 18.7 43.¢ 20.1

Sales and marketir 238.: 33.¢ 125.C 32.: 60.C 27.4

General and administratiy 69.¢€ 9.¢ 30.¢ 7.8 19.C 8.7

In-process research and developn 3.7 0.5 — — 15.2 6.8
Operating incom: 120.e 17.] 93.6 24.: 35.2 16.1
Investment income and other expenses 1.8 0.2 1.7 0.5 (0.7) —
Income before income tax 122 17.4 95.2 24.¢ 35.2 16.1
Provision for income taxe 36.¢ 5.2 28.€ 7.4 18.4 8.4
Cumulative effect of a change in accounting prite 0.2 — — — — —
Net income $85.¢ 12.2% $66.6 17.2% $ 16.¢ 7.71%

Note: Certain columns may not add due to rounc

Revenues

Total revenues increased by $316.8, or 82%, in 208503.9. License revenues grew by $204.9 andcgesrrevenues grew by $111.9
year-over-year. In 2005, total revenues increased 8%l or 77%, to $387.1. The growth in 2005 refldcan increase of $108.1 in license
revenue and an increase of $60.2 of services revélle market and sell our products largely throagtetwork of channel partners, which
includes distributors, resellers, x86 system vesdmd systems integrators. One distributor accduie29%, 30% and 27% of revenues in
2006, 2005 and 2004, respectively. Internationaémeie as a percentage of total revenue has besivedt constant, representing 44% in
2006, 46% in 2005 and 45% in 2004. Our revenueraots are denominated in U.S. dollars with intéomatl customers.

License RevenuesSoftware license revenues were $491.9 in 20067 .$28 2005 and $178.9 in 2004, representing ygar-gear
increases of 71% in 2006 and 60% in 2005. We digigidicense revenues into two classes: (1) Virtaabn Platforms and (2) Virtual
Infrastructure Automation and Management. Platfognesv by 37% and 38% in 2006 and 2005, respectivehyile the Automation and
Management class grew by 156% and 166% in 200@@08, respectively. The stronger growth in the Auation and Management class is
due to our end-user customers’ demand for softivertecapitalizes on the benefits of the virtualmatplatform to drive more efficient,
reliable, and flexible system infrastructure. Lis¢he second quarter of 2006, we introduced séwena products in the Automation and
Management class which were the chief drivers efgitowth of that class. We expect that this clafiscantinue to grow more rapidly than
the Platforms class throughout 2007.
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We sell our products through a network of chanaetrers, which includes distributors, reseller§ x8stem vendors and systems
integrators. More than 70% of our orders for edcthe three years presented occurred through olar@igst direct channel partners,
including one distributor which represented 29%863nd 27% of our revenue in 2006, 2005 and 20@fectively. As we expand
geographically, we may add additional direct chapaetners; however, approximately 90% of the iases in orders in 2005 and 2006
resulted from increased sales volumes through xistireg direct channel partners. These increases diven by several factors, including
greater demand for our virtualization product dffgs attributable to wider market acceptance dfialization as part of an organization’s IT
infrastructure, a broadened product portfolio axpl@sion of our indirect channel partner network.

We have over 4,000 indirect channel partners &egEmber 31, 2006, an increase of over 1,500 frecebber 31, 2005. Over 1,000
new indirect channel partners were added durindg 200ders from new indirect channel partners wepmr@imately 30% of the increase in
license revenue from 2005 to 2006. These indireahnel partners obtain software licenses and sx¥iom our distributors and x86 system
vendors and market and sell them to end-user cessrin addition, we have a direct sales force ¢batplements these efforts. Our sales
force works with our channel partners to introdtiem to customers and new sales opportunitiesc@amnel partners also introduce our
sales force to their customers.

We also experienced an increase in the numberdefegreater than fifty thousand dollars in 2006 2005, compared to the respective
prior years. Orders from our distributors and esdricustomers which were greater than fifty thodsioilars were approximately 30%, 23%
and 18% of license revenue in 2006, 2005 and 288dectively. The increase in the number of ordezatgr than fifty thousand dollars
resulted from broader acceptance of virtualizasiolutions for organizations’ IT infrastructure aamdrend toward end-user customers using
our products broadly across their organizations.

Although many of the Company’s products are avélaidividually, they are generally sold in prodibemndles which encompass most
of the Company’s products. As we develop new prtsjubey are typically sold as a new componenthiaradle of products. Customers
generally purchase the most recent bundle. Latieeirsecond quarter of 2006, we introduced a newrfanse product bundle which largely
replaced the previous product bundle. We addee thinégque products to this bundle and increaseddhesponding list price by 15%. This
price increase was partially offset by decreasiigep on certain core platform products. In sonsesawe began providing these products for
free. The impact of pricing on revenue growth i®@@ompared to 2005 was less than 10% of the dviecatase in revenue. The impact of
pricing on revenue growth in 2005 compared to 2084 not significant.

Partially offsetting the annual increases in li@rsvenues was a reduction in the accretion of pear license revenue recognized
ratably over the license term. From inception tigtoearly 2004, we licensed certain of our prodacis provided updates at no additional
cost. Because we had not established VSOE of thedtme of the updates, we recognized the entirdract value ratably over the contract
period. Commencing in early 2004, we offered custianthe right to buy updates on a stand-alone thgiseby establishing VSOE of fair
value of the updates. As a result, we recognizeditkense portion of the contract at the inceptibthe license agreement and recognized the
value of the maintenance portion of the contraetrdkie maintenance period. Revenue recognizedyatets $0.8, $9.9 and $27.5 in 2006,
2005 and 2004, respectively.

Services RevenueServices revenues were $212.0 in 2006, $100.008 2nd $39.9 in 2004, representing year-over-ygaeases of
112% in 2006 and 151% in 2005. Services revenuesigtoof software maintenance and professionaiGsvrevenues. The increases in
services revenues in 2006 and 2005 were primdtiljpatable to growth in our software maintenaneeanues. This growth reflects the
increases in our license revenues, as well as madw customer contracts. Professional serviogmiees increased due to growing
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demand for design and implementation services i@itirig programs, as end-user organizations degleiyeualization across their
organizations.

Cost of Revenues and Gross Profit

Our cost of revenues were $123.4, $65.2 and $452006, 2005 and 2004, representing year-overipesgases of 89% in 2006 and
44% in 2005. Our gross profit was $580.5, $321@$173.3 in 2006, 2005 and 2004, respectively esgnting year-over-year increases of
80% in 2006 and 86% in 2005. The annual increasesii cost of sales were primarily attributabléntoreased direct support, professional
services personnel and third-party professionalises costs to support the increased services v@gehVe also incurred increased costs to
fulfill our license sales as the volume of our lise sales increased. The aggregate total incrédsese costs was $43.3 and $16.2 in 2006
and 2005, respectively. Additionally, the amortiaatof capitalized software development costs iaseel by $16.1 in 2006 and $4.8 in 2005.
Fluctuations in foreign currency compared to th8.Ulollar did not have a significant effect on amistevenues and gross profit in 2006 and
2005. Our gross margins, as a percentage of resemaee 82.5% in 2006, 83.2% in 2005 and 79.2900v2The reduction in our gross
margin in 2006 compared to 2005 was primarily btttdble to a change in the mix of our license ardises revenues due to significant
renewals of existing maintenance contracts andawstomers purchasing maintenance contracts. Licqens@aues, as a percentage of total
revenues, decreased from 74.1% in 2005 to 69.92008. Services revenues have a lower gross mdrgimdur license revenues. For the
remainder of 2007, we expect that our servicesmese will continue to increase as a percentageofotal revenues, thereby negatively
impacting our gross margins. The increase in oosgmargin in 2005 compared to 2004 was primatitjbatable to acquisition-related
intangible amortization expense decreasing fromi%lof revenues in 2004 to 6.0% in 2005. AcquisHielated intangible amortization
expense resulted primarily from EMC'’s acquisitidrus, which has been reflected in our consolidéteghcial statements. Partially offsetting
this improvement was a change in our sales mixhithlicense revenues, as a percentage of totahtms, decreased from 81.8% in 2004 to
74.1% in 2005. In future periods, our cost of rax@nand gross profit will be adversely affected assult of the Offer and the issuance of
additional equity grants. The actual impact is sabjo a number of factors, including the numbegapdity instruments exchanged in the
Offer, the IPO Price and EMC'’s two-day weightedrage trading price prior to the consummation ofl®. See “VMware Management’s
Discussion and Analysis of Financial Condition &websults of Operations—Equity-based Compensation.”

Research and Development Expenses

Our R&D expenses were $148.3, $72.6 and $43.906 20005 and 2004, representing year-over-yeaeasas of 104% in 2006 and
65% in 2005. The increase in R&D expenses in b6d62and 2005 consisted primarily of increased gsand benefits of $45.5 and $22.i
2006 and 2005, respectively, resulting from adddiaesources to support new product developmdrg.cbst of supplies expensed and the
depreciation from equipment capitalized increase@®9 and $4.2 in 2006 and 2005, respectivelyitfdpased compensation associated
with higher levels of equity grants increased byl$i8 2006 and $7.9 in 2005. Partially offsettihgse annual increases in R&D expense
higher levels of software capitalization, whichrie&gsed by $17.9 in 2006 and $16.9 in 2005. As eepéaige of revenues, R&D expenses \
21.1%, 18.7% and 20.1% in 2006, 2005 and 2004entisely. The increase in R&D expenses, as a ptagerof revenues, in 2006 compared
to 2005 was primarily attributable to incrementehticount to support the growth of our business.dHoeease in R&D expense, as a
percentage of revenues, in 2005 compared to 2084vimarily attributable to the increased levesoftware capitalization in 2005. In 2005,
we reached technological feasibility on our curiéitware Infrastructure server product. In futureipds, our research and development
expenses will be adversely affected as a resuhteoOffer and the issuance of additional equityntgaThe actual impact is subject to a
number of factors, including the number of equitstiuments exchanged in the Offer, the IPO PrickEEMC’s two-day weighted average
trading price prior to the consummation of the IR@ditionally, the
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amount of equity-based compensation that may biatiapd will also affect the future expense. S¥dlware Management's Discussion and
Analysis of Financial Condition and Results of Ggiems—Equity-based Compensation.”

Sales and Marketing Expenses

Our sales and marketing expenses were $238.3,(b428.$60.0 in 2006, 2005 and 2004, representiaggeer-year increases of 91%
in 2006 and 108% in 2005. The increase in salesrar#leting expenses was the result of higher salamnd benefits, resulting from
additional headcount in both sales and marketimggmmel, and higher commission expense resultmm fncreased sales volume. Salaries,
benefits and commission expense increased by $Ht$30.1 in 2006 and 2005, respectively. In aeitéernational countries, EMC hires
employees who work on our behalf. The costs inclioge EMC on our behalf, which principally relatesemployees dedicated to our
marketing effort, increased by $20.8 and $17.30@6&2and 2005, respectively. An increase in our etarg programs and travel of $20.7 and
$5.9 in 2006 and 2005, respectively, also contedub the growth in sales and marketing expensgstyEbased compensation, associated
with higher levels of equity grants, increased saled marketing expense by $6.7 in 2006 and $QR005. As a percentage of revenues, sales
and marketing expenses were 33.9%, 32.3% and 2in.2%06, 2005 and 2004, respectively. The annuaksses in sales and marketing
expenses, as a percentage of revenues, were pyimtributable to incremental salaries, benefittnmissions and equity-based
compensation. In future periods, our sales and etk expenses will be adversely affected as dtrekthe Offer and the issuance of
additional equity grants. The actual impact is sabjo a number of factors, including the numbegapdity instruments exchanged in the
Offer, the IPO Price and EMC'’s two-day weightedrage trading price prior to the consummation ofl®. See “VMware Management’s
Discussion and Analysis of Financial Condition &websults of Operations—Equity-based Compensation.”

General and Administrative Expenses

Our general and administrative expenses were $690B8 and $19.0 in 2006, 2005 and 2004, repreggpgar-over-year increases of
126% in 2006 and 62% in 2005. Increases in gea@dkdministrative expenses in both 2006 and 2@9% due to additional salaries and
benefits, primarily for new headcount, of $9.5 &5d9 in 2006 and 2005, respectively, related irsgean equity-based compensation of $4.6
and $2.3 in 2006 and 2005, respectively, and irsgr@aecruiting costs to obtain the additional erygés of $1.7 and $0.6 in 2006 and 2005,
respectively. The increase in headcount droveeaelmicremental costs such as travel, equipmerilitiies; and depreciation of $11.7 and $1.8
in 2006 and 2005, respectively. Other administeatiosts, such as legal, audit and tax increasé&d ldyin 2006. Partially offsetting these cost
increases was a reimbursement of $3.3 of legalrigesved in 2005 incurred in previous years. Agecentage of revenues, general and
administrative expenses were 9.9%, 7.9% and 8.72006, 2005 and 2004, respectively. The increageteral and administrative expenses,
as a percentage of revenues, in 2006 comparedfm 2@s primarily attributable to incremental headt to support the growth of our
business. In future periods, our general and adtnétive expenses will be adversely affected &salt of the Offer and the issuance of
additional equity grants. The actual impact is sabjo a number of factors, including the numbegapdity instruments exchanged in the
Offer, the IPO Price and EMC'’s two-day weightedrage trading price prior to the consummation ofl®. See “VMware Management’s
Discussion and Analysis of Financial Condition &webults of Operations—Equity-based Compensation.”

In-Process Research and Development Expenses

IPR&D was $3.7, $0.0 and $15.2 in 2006, 2005 artfi2€espectively. The IPR&D charge in 2006 washaitable to our acquisition of
Akimbi. The IPR&D charge in 2004 related to EMCtmjaisition of VMware.
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Operating Income

Operating income was $120.6, $93.6 and $35.2 i52P005 and 2004, respectively, representing agear-year increase of 29% in
2006 and 166% in 2005. The increase in operatiognire in 2006 was primarily the result of the inse2 revenue, partially offset by the
increases in operating expenses discussed indhadnal expense line items above. As a percenthgevenue, operating income declined to
17.1% in 2006 from 24.2% in 2005. Most of the dasrein operating income as a percentage of rewsase result of increased salaries and
benefits as we expanded our research and developsages and marketing and general and administrapending to support our revenue
growth and to expand future product offerings iratvmay be a substantially more competitive envirentn

Operating income as a percentage of revenue in @@®ved to 24.2% from 16.1% in 2004. Most of therease was due to
amortization of intangible assets remaining flakodollar basis year-over-year and a charge of25ih52004 related to IPR&D. Intangible
asset amortization and IPR&D represented 19% afmee in 2004 compared to 6.8% in 2005.

A portion of our costs of revenues, primarily tlests of personnel to deliver technical support wnpsoducts, and a portion of our
operating expense primarily related to sales, salpport and research and development, are dentadimaforeign currencies, primarily the
British pound, the Euro, the Japanese yen, theimdipee, the Australian dollar and the Canadidlardd@hese costs and the resulting effect
on operating income are exposed to foreign excheaatgedluctuations. As a result of fluctuationsaneign currency values compared to the
U.S. dollar, operating income decreased $2.8 ir620Be effect in 2005 was not significant. In fetyreriods, operating income will be
adversely affected as a result of the Offer andgtgance of additional equity grants. The actuglact is subject to a number of factors,
including the number of equity instruments exchahigethe Offer, the IPO price of our Class A comnstock and EMC's two-day weighted
average trading price prior to the consummatiotheflPO. See “Management Discussion and Analysisuitiztpased Compensation.”

Investment Income

Investment income was $3.3, $3.1 and $0.1 in 22065 and 2004, respectively. Investment incomeistmprimarily of interest earn:
on cash and cash equivalent balances and on andumte us from EMC on our intercompany balanceestment income increased in 2005
compared to 2004 due to higher outstanding casltasid equivalent balances and amounts owed to B8y on our intercompany
balances.

Other Expense, Net

Other expense, net was $1.4, $1.3 and $0.1 in 2% and 2004, respectively. The increase in atkpense, net in 2005 compared to
2004 resulted primarily from increased interestesge on balances owed by us to EMC.

Provision for Income Taxes

Our effective income tax rate was 30.1%, 30.0%%h8% in 2006, 2005 and 2004, respectively. Folb20td 2005, the effective tax
rate varied from the statutory rate primarily agsult of the mix of income attributable to foreigersus domestic jurisdictions. Our aggregate
income tax rate in foreign jurisdictions is lowkah our income tax rate in the United States. Aaldlilly, we generated tax credits that
reduced our effective tax rate by 4.9 percentagatpand 3.9 percentage points in 2006 and 208pgerdively. Partially offsetting this bene
in 2006 and 2005 were non-deductible permanergrdiffices. In 2004, the effective tax rate variedturtially from the statutory rate
primarily as a result of non-deductible permanefiieences, primarily IPR&D charges in connectioithnour acquisition by EMC. Partially
offsetting this expense was the benefit of our afilncome attributable to foreign versus domeastitsgictions. Additionally, we generated
tax credits that reduced our effective tax rat@lypercentage points in 2004.
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Selected Quarterly Operating Results

Revenues
License
Services

Cost of revenues
Cost of license revenu
Cost of services revenu

Gross profit
Operating expense
Research and developmt
Sales and marketir
General and administratiy
In-process research and developn
Operating incom:
Investment income and other expenses
Income before income tax
Provision for income taxe
Cumulative effect of a change in accounting pritec
Net income

Note: Certain columns may not add due to rounc

Liquidity and Financial Condition
In summary, our cash flows were:

Net cash provided by operating activit
Net cash used in investing activiti
Net cash used in financing activiti

For the quarter ended (unaudited)
Mar 31, Dec 31, Sept30 June 30 Mar 31, Dec 31, Sept30 June30 Mar 31,
2007 2006 2006 2006 2006 2005 2005 2005 2005

$169.¢ $162.C $126.2 $113.2 $90.2 $ 87.6 $ 71.( $66.6 $61.E
89.1 67.€ 62.5 43.1 38.€ 27.€ 29.4 25.C 18.1

258.7 229.¢ 188.t 156/ 129.1 115z 100.¢ 91.€ 79.¢

20.¢ 14.t 18.5 13.¢ 12.4 10.€ 10.4 10.1 9.C
23.5 22.¢ 19.C 12.€ 9.€ 7.4 6.5 5.9 5.1

44.C 37.5 37.5 26.€ 22.C 18.2 16.€ 16.C 14.1
2145 192.: 151.¢: 129.¢ 107.1 97.C 83.5 75.€  65.¢

55.C 50.1 43.2 32.€ 22.¢ 10.c 24.2 221 16.C
86.7 80.€ 61.1 54.1 42.¢€ 39.7 33.¢ 28.C 234
26.¢ 25.1 18.¢ 13.7 11.¢ 6.8 ORE 8.2 6.3

— — — 3.7 — — — - —
46 365 281 257 302 40z 16( 172 201
3¢ 12 1C (03 — 01 1.2 02 0.1

494 377 291 254 305 405 17z 17.€ 20z
82 68 98 10 10 124 5C 52  6.C
— — — — 0.2 — — - —

$411 $31.C $19.5 $151 $20t $28.C $12.2 $124 $14.2

For the
Period from
Year Ended January 9,
December 31, 2004 to
December 31
2006 2005 2004
(in millions)
$279.¢ $ 238.2 $  94c
(142.9) (45.7) (14.0)
— (190.0 (92.9)

Cash provided by operating activities was $279238% and $94.0 in 2006, 2005 and 2004, respegtivel

In 2006, our operating cash flow reflected net meayenerated during the period of $87.0, adjusieddn-cash items such as
depreciation and amortization expense of $66.6sémek-based compensation of $51.2. Additionallyrkivgy capital, including short- and
long-term deferred revenue, income taxes payaldedaferred income taxes, generated cash flow o#$@rimarily the result of an increase
in total deferred revenue of $158.1. Our defereagnue balance consisted of deferred license regeniub65.4 and deferred services
revenues of $241.1 at December 31, 2006, of wh22$ was categorized as current. Of the $63.9odzed as long-term, $25.0 will be
recognized as revenue subsequent to December @3, B0e increase in deferred revenue was partidibet by an increase in accounts
receivable of $98.0 due to increased revenue arncagase in net receivables due from EMC of $48.4.
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In 2005, our operating cash flow reflected net meayenerated during the period of $66.8, adjusieddn-cash items such as
depreciation and amortization expense of $39.5stémek-based compensation of $27.1. Working capitaluding short- and long-term
deferred revenue, income taxes payable and defirteche taxes, generated cash flow of $104.7, piiynide result of an increase in total
deferred revenue of $79.5. Our deferred revenwenbalconsisted of deferred license revenues oR%51d deferred services revenues of
$97.3 at December 31, 2005, of which $131.6 wasgoaized as current. Additionally, our operatingtcflow was positively impacted by
increased income taxes payable to EMC of $44.lirmerdased net payable due to EMC of $29.3. Thegeases in deferred revenue and
amounts owed to EMC were partially offset by arréase in accounts receivable of $52.0 due to iseckeevenue.

In 2004, our operating cash flow reflected net megyenerated during the period of $16.8, adjusieddn-cash items such as
depreciation and amortization expense of $30.2ksbhased compensation of $19.5 and in-processndsaad development of $15.2.
Working capital, including short- and long-term eieéd revenue, income taxes payable and defercednia taxes, generated cash flow of
$11.1. Our operating cash flow was negatively inpéiy an increase in accounts receivable of $@8elto increased revenue. This increase
in accounts receivable was partially offset bypbsitive impact of increased net payable due to ENIE17.2 and increased income taxes
payable to EMC of $10.9.

Cash used in investing activities was $142.4, $484 $14.0 in 2006, 2005 and 2004, respectivelgh@aid for business acquisitions,
net of cash acquired, was $46.5 and $2.2 in 206862805, respectively. Capital additions were $5828).7 and $6.0 in 2006, 2005 and 2004,
respectively. The annual increases in capital amfditwere attributable to supporting the growthhef business. Capitalized software
development costs on a cash basis were $32.5, $8d.68.2 in 2006, 2005 and 2004, respectively.ifitiease in the amount capitalized in
2005 compared to 2004 was attributable to the dhtction of new and enhanced product offerings. \Aieetentered into construction
contracts aggregating approximately $162.7 forreaw headquarters facilities. EMC currently reimlesras for the costs we are incurring
under these contracts and will continue to do south the date of the IPO, at which time we wiltghase the facilities from EMC. We
believe that cash on hand and cash generated fpenations will be sufficient to pay for costs remag to complete our new headquarters
facilities. Through June 30, 2007, EMC has reimédrss approximately $127.0. Additionally, in theaed quarter of 2007, we entered into
an agreement to acquire all of the capital stock pfivately held software development companyafyjgregate cash consideration of less than
$10.0.

Cash used in financing activities was $190.0 ari%th 2005 and 2004, resulting from dividends w&lgo EMC. We had no financi
activities in 2006. In April 2007, we declared #808.0 dividend payable to EMC in the form of a ndiee note matures in April 2012 and
bears an interest rate of the 90-day LIBOR plub&sis points (5.91% as of June 30, 2007), withréstepayable quarterly in arrears
commencing June 30, 2007. The note may be repétiput penalty, at any time commencing July 200 Mtend to use a portion of the
proceeds from the IPO to repay a portion of thenot

Our cash and cash equivalents balance increased¥88.7 at December 31, 2005 to $176.1 at DeceBhe2006. Based on our curr:
operating and capital expenditure forecasts, wiewekhat the combination of funds currently avaisand funds to be generated from
operations will be adequate to finance our ongoipgrations for at least the next twelve months.

To date, inflation has not had a material impacbonfinancial results.
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Results of First Quarter Operations
Our results of operations for the three months éidarch 31, 2007 and 2006 are as follows:

Three months ended March 31,

2007 2006

Revenues
License $169.¢ 65.5% $ 90.Z 70.(%
Services 89.1 34.5% 38.¢ 30.(%

258.7 100.% 129.1 100.(%

Cost of revenues

Cost of license revenu: 20.¢€ 7.% 12.4 9.€%
Cost of services revenu 23.t 9.1% 9.€ 7.4%
44.C 17.(% 22.C 17.(%
Gross profit 214.5 83.(% 107.1 83.(%
Operating expense
Research and developmt 55.C 21.2% 22.: 17.2%
Sales and marketir 86.7 33.5% 42.¢€ 33.(%
General and administratiy 26.¢€ 10.2% 11.¢ 9.2%
In-process research and developn — — — —
Operating incom: 46.4 17.% 30.5 23.5%
Investment income and other expenses 3.C 1.2% — —
Income before income tax 49.4 19.1% 30.: 23.5%
Provision for income taxe 8.2 3.2% 10.C 7.1%
Cumulative effect of a change in accounting pritec — — 0.2 —
Net income $41.1 15.% $ 20.5 15.9%

Note: Certain columns may not add due to rounc

Revenues

For the first quarter, total revenues were $258.2007, which was a 100% increase over 2006 reweoiu®129.1. The growth in 2007
reflected an increase of $79.3 in license revemdesa increase of $50.4 in services revenue. W&ehand sell our products largely through
a network of channel partners, which includes itistors, resellers, x86 system vendors and sysiet®grators.

License Revenuesoftware license revenues increased by 88% fi@dn3%in the first quarter of 2006 to $169.6 in 200/& believe a
significant majority of the revenue growth in thestf quarter of 2007 compared to the same peri@D06 is the result of increased sales
volumes, driven largely by greater demand for artualization product offerings attributable to widmarket acceptance of virtualization as
part of organizations’ IT infrastructure, a broadémroduct portfolio and expansion of our netwdrkndirect channel partners. The increase
in our sales and marketing spending and the inerasur distribution channels, which grew by o#80 new partners in the first quarter, ¢
contributed to the generation and cultivation @ trdditional demand. Orders from new indirect ctedpartners were approximately 5% of
the increase in license revenue from the first guaf 2006 to the first quarter of 2007.

We also experienced an increase in the numberdefrsigreater than $50,000 in the first quarter08f72 compared to the first quarter of
2006. Orders from our distributors and end-usetotnsrs which were greater than $50,000 were apmrabely 27% and 24% of revenue in
the first quarters of 2007 and 2006, respectively.
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The increase in the number of orders greater tB&r0Y0 is a result of broader acceptance of vizaabn solutions for organizations’ IT
infrastructure and a trend toward end-user custsmgng our products broadly across their orgaiozat In the second quarter of 2006, we
introduced a new Enterprise product bundle whichdly replaced the previous product bundle. We dddese unique products to this bun
and increased the corresponding list price by IB8s price increase was partially offset by dedreaprices on certain core platform
products which were licensed for free. The impdigrixing on revenue growth in 2007 compared to@8@s less than 10% of the overall
increase in revenue.

Services Revenudairst quarter services revenues were $89.1 in 20@7$38.8 in 2006, representing a year-gugar increase of 130¢
Services revenues consist of software maintenamt@fessional services revenues. The increaseriices revenues in 2007 was primarily
attributable to growth in our software maintenarmeenues and reflects the increase in license tegrmas well as renewals to customer
contracts. Professional services revenues increisetb growing demand for design and implementati&rvices and training programs, as
end-user customers deployed virtualization acrosis brganizations.

Cost of Revenues and Gross Profit

Our cost of revenues were $44.0 and $22.0 in teeduarter of 2007 and 2006, respectively, repitasg a year-over-year increase of
100%. Our gross profit for the first quarter wad42Z in 2007 and $107.1 in 2006, which is an ineeeaf 100%. The annual increase in our
cost of sales was primarily attributable to incezhdirect support, professional services persoameglthirdparty professional services cost:
support the increased services revenues. We alsa @t increased costs to fulfill our license salgshe volume of our license sales
increased. The aggregate total increase of thess s@s $16.1 in the first quarter of 2007. The rizetion of capitalized software
development costs increased by $5.2 in 2007, a liB8féase. Fluctuations in foreign currency comgaoethe U.S. dollar did not have a
significant effect on cost of revenues in the figarter of 2007 and 2006. License revenues, ascegptage of total revenues, decreased from
70.0% in the first quarter of 2006 to 65.5% in fingt quarter of 2007. Our gross margins, as aqreege of revenues, were 83.0% in both the
first quarter of 2007 and 2006. Although servioegenues, which have a lower gross margin thanicemde revenues, comprised a greater
proportion of our revenue mix in the first quardéi2007, the gross margin on our license revenugsaved compared to the first quarter of
2006, resulting in our overall gross margin remagrflat. For the remainder of 2007, we expect thatservices revenues will continue to
increase as a percentage of our total revenuesuBecservices revenues have a lower gross maggirotlr license revenues, we expect our
gross margins will be negatively impacted for tamainder of 2007. In future periods, our cost ekraies and gross profit will be adversely
affected as a result of the Offer and the issuafieelditional equity grants. The actual impactubjsct to a number of factors, including the
number of equity instruments exchanged in the Qffex IPO Price and EMC's two-day weighted averag@ing price prior to the
consummation of the IPO. See “VMware Managemenissission and Analysis of Financial Condition ares&ts of Operations—Equity-
based Compensation.”

Research and Development Expenses

Our R&D expenses were $55.0 and $22.3 in thedustrter of 2007 and 2006, respectively, represgraipear-over-year increase of
146%. The increase in R&D expenses in 2007 comsmienarily of increased salaries and benefits1of.8, resulting from additional
resources to support new product development. Soétwapitalization decreased from $17.7 in 20057t6 in 2007. In 2006, we reached
technological feasibility on our current VMware a$tructure server product and capitalized thesdostievelop that product. By contrast, in
2007, we have not reached technological feasiblity product of similar magnitude. As a percentagevenues, R&D expenses were
21.2% in 2007 and 17.3% in 2006. The increase ilDR&pense as a percentage of revenues in 2007 cetma2006 was primarily
attributable to less software costs being capitdlizn future periods, our research and developmamenses will be adversely affected as a
result of the Offer and the issuance of additiatplity grants. The actual impact is subject tomlmer of factors, including the number of

72



Table of Contents

equity instruments exchanged in the Offer, the lRde and EMC's two-day weighted average tradirigepprior to the consummation of the
IPO. Additionally, the amount of equity-based comgegion that may be capitalized will also affe@ thture expense. See “VMware
Management’s Discussion and Analysis of Financ@hdition and Results of Operations—Equity-based gemsation.”

Sales and Marketing Expenses

For the first quarter, our sales and marketing egps were $86.7 in 2007 and $42.6 in 2006, reptiages year-over-year increase of
104% in 2007. The increase in sales and markekpgreses was the result of higher salaries and ibgnefsulting from additional headcount
in both sales and marketing personnel, and high@ntssion expense resulting from increased salesna Salaries, benefits and
commission expense increased by $24.2. In centéénnational countries, EMC hires employees whokvaor our behalf. The costs incurred
by EMC on our behalf, which principally relateseimployees dedicated to our marketing effort, irbeelaby $9.3. In order to expand our
geographic reach in the first quarter of 2007, ddeal employees in two additional countries, as a&ihcreased headcount in countries
where we previously had employees. An increasaeiimtarketing programs and travel of $4.0 also ¢buted to the growth in sales and
marketing expenses. As a percentage of revenues,aa marketing expenses were 33.5% and 33.@20n and 2006, respectively. The
annual increases in sales and marketing expersagy@centage of revenues, were primarily at@ifletto incremental salaries, benefits and
commissions. In future periods, our sales and ntewgkexpenses will be adversely affected as atresahe Offer and the issuance of
additional equity grants. The actual impact is sabjo a number of factors, including the numbegapdity instruments exchanged in the
Offer, the IPO Price and EMC'’s two-day weightedrage trading price prior to the consummation ofl®. See “VMware Management’s
Discussion and Analysis of Financial Condition &websults of Operations—Equity-based Compensation.”

General and Administrative Expenses

Our general and administrative expenses for tisé duarter were $26.6 and $11.8 in 2007 and 2@3pewctively, representing a year-
over-year increase of 125%. Our general and adtratige expenses increased primarily as a reswtldftional salaries, benefits and
recruiting costs of $6.8, resulting from additionegources to support the growth of our businedsiAistrative costs, such as travel,
equipment, facilities and depreciation, increasg@®4 in 2007. Other administrative costs, suclegal, audit and tax fees, also contributed
$1.2 to the increase in general and administratienses in 2007 compared to 2006. As a percenfaggenues, general and administrative
expenses were 10.3% and 9.2% in 2007 and 200&atsgly. The increase in general and administeatixpenses as a percentage of
revenues was primarily attributable to incremeh&ddcount to support the growth of our busineshutlre periods, our general and
administrative expenses will be adversely affeetga result of the Offer and the issuance of amitiequity grants. The actual impact is
subject to a number of factors, including the nunddequity instruments exchanged in the Offer,IP® Price and EMC'’s two-day weighted
average trading price prior to the consummatiotheflPO. See “VMware Management's Discussion andlysis of Financial Condition and
Results of Operations—Equity-based Compensation.”

Operating Income

Our operating income was $46.4 and $30.3 in tis¢ duarters of 2007 and 2006, respectively, reptegga year-over-year increase of
53%. As a percentage of revenues, operating mavwgns 17.9% and 23.5% in 2007 and 2006, respegtiVble decrease in margin in 2007
was primarily attributable to the effect of capitatl software development cost, net of amortizatitet capitalized software development
increased operating income by $13.2 in 2006, batedesed operating income by $0.4 in 2007.

A portion of our costs of revenues, primarily thests of personnel to deliver technical support wnpsoducts, and a portion of our
operating expense primarily related to sales, salpport and research and
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development, are denominated in foreign currengiésyarily the British pound, the Euro, the Japangsn, the Indian rupee, the Australian
dollar and the Canadian dollar. These costs antethdting effect on operating income are exposddreign exchange rate fluctuations. A
result of fluctuations in foreign currency valuesrpared to the U.S. dollar, operating income deser@&3.8 in the first quarter of 2007 and
increased $1.1 in the first quarter of 2006.

Investment Income and Other Net Expenses

Investment income and other expenses, net, webei$e first quarter of 2007 as compared witt0$0.the same period of 2006.
Investment income consists primarily of interesned on cash and cash equivalent balances and am#srdue to us from EMC on our
intercompany balance. Interest expense resultsapityrfrom balances owed by us to EMC. Investmanbme increased in 2007 compare:
2006 due to higher outstanding cash and cash dgqoivaalances and amounts owed to us by EMC oimtencompany balances.

Provision for Income Taxes

Our effective income tax rate was 16.9% in the fijxgarter of 2007 as compared with 32.9% for thmesperiod in 2006. The reduction
in the effective rate for the first quarter of 208¥mpared to the first quarter of 2006 was primaattributable to the benefit of our tax
structure, whereby income in 2007 earned abroattipally qualifies for deferral from U.S. taxatiomhereas in 2006 the income was
principally taxed in the United States. Our ratéaofation in foreign jurisdictions is lower thanrdl.S. tax rate.

Liquidity and Financial Condition
For the quarters ended March 31, 2007 and MarcR@®16, our cash flows were:

Three months ended

March 31,
2007 2006
Net cash provided by operating activit $104.¢ $ 99.€

Net cash used in investing activiti (22.€) (22.6¢)
Net cash used in financing activiti — —

Cash provided by operating activities was $104@®$08.6 in the first quarter of 2007 and 2006, eesipely.

In the first quarter of 2007, our operating castwfreflected net income generated during the pesfci#i1.1, adjusted for non-cash
items such as depreciation and amortization expeih$21.2 and stock-based compensation of $11.8itidally, working capital, including
short- and long-term deferred revenue, income tpagable and deferred income taxes, generatedfloaslof $30.4, as a result of a decrease
in accounts receivable of $46.4 and an increasefarred revenues of $33.7. Our deferred revenlamta consisted of deferred license
revenues of $76.4 and deferred service revenug26#.9 at March 31, 2007, of which $262.1 of thaltdeferred revenue balance was
classified as current. Of the $78.2 classifiedoag/iterm, $41.2 will be recognized as revenue syle@ to December 31, 2008.

In the first quarter of 2006, our operating castwfreflected net income generated during the pesfckR1.6, adjusted for non-cash
items such as depreciation and amortization expeh$&2.6 and stock-based compensation of $6.5itivddlly, working capital, including
short- and long-term deferred revenue, income tpagable and deferred income taxes, generatedfloasiof $59.8, primarily as a result of
an increase in deferred revenue of $29.9 and a&dsern accounts receivable of $13.9.

Cash used in investing activities was $22.6 fohlibe first quarter of 2007 and 2006. Capital addg were $16.6 and $10.4 in the first
quarter of 2007 and 2006, respectively. Capitalzaftivare development costs were $6.7 and $12I®eifirst quarter of 2007 and 2006,
respectively. The decrease in capitalized software
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development costs in the first quarter of 2007 carag to the first quarter of 2006 was attributabléhe current version of the Virtual
Infrastructure software product reaching technaabieasibility in 2006.

We had no financing activities in the first quaé2007 or 2006.

Financing Activities

In July 2007, we entered into a stock purchaseemgeat with Intel Capital pursuant to which Intelp@al has agreed to purchase
9.5 million shares of our Class A common stock28.80 per share for an aggregate offering prick2dB.5, subject to the expiration of the
applicable waiting period under the HSR Act anddhgsfaction of other customary closing conditidnsluding the absence of a material
adverse change. If we do not complete an undeenrfitiblic offering with an aggregate offering prioghe public of at least 250.0 million
or before December 31, 2007, Intel Capital will élve right to exchange its Class A common stocklfiares of Series A preferred stock,
terms of which will be designated prior to the a@hgsof the Intel investment. We have also granted|ICapital customary anti-dilution rights
and a put right with a preet internal rate of return. We have also entargrldn investor rights agreement with Intel Capstaisuant to whic
Intel Capital will have certain registration andhet rights as a holder of our Class A common stock.

Off-Balance Sheet Arrangements, Contractual Obligabns, Contingent Liabilities and Commitments
Guarantees and Indemnification Obligations

We enter into agreements in the ordinary courdmisiness with, among others, distributors, resglb86 system vendors and systems
integrators. Most of these agreements require irelemnify the other party against third-party wslaialleging that one of our products
infringes or misappropriates a patent, copyrighilémark, trade secret and/or other intellectugpgnty right. Certain of these agreements
require us to indemnify the other party againstaterclaims relating to property damage, persamary or the acts or omissions by us, our
employees, agents or representatives. In additiom time to time we have made certain guarantegarding the performance of our systt
to our customers.

Contractual Obligations

We have various contractual obligations impactinglmuidity. The following represents our contnaat obligations as of December :
2006:

Payments Due by Period

Less thar
1-3 3-5 More than
Total 1 year years* years** 5 years
Operating lease $298.( $ 13.€ $16.€ $14.2 $ 253.
Purchase ordel 46.7 46.7 — — —
Construction contraci 77.€ 77.€ — — —
Total $422.: $ 137.¢ $16.€ $14.2 $ 253.¢

* Includes payments from January 1, 2008 through iéee 31, 200¢
**  |ncludes payments from January 1, 2010 through Déee 31, 2011

Our operating leases are primarily for office spacaind the world. We generally believe leasindhssgace is more cost-effective than
purchasing real estate. While our purchase ordergenerally cancelable without penalty, certaindge agreements provide for percentage-
based cancellation fees or minimum restocking @sl@msed on the nature of the product or servioe construction contracts are for the
construction of our new headquarter facilities. EMErently reimburses us for the costs we are mmgiunder these contracts and will
continue to do so through the date of the IPO,atkwtime we will purchase the facilities from EMC.
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Critical Accounting Policies

Our consolidated financial statements are basaterelection and application of generally acceptambunting principles that require
us to make estimates and assumptions about furerdsthat affect the amounts reported in our fiferstatements and the accompanying
notes. Future events and their effects cannot tegrdaed with certainty. Therefore, the determioatbf estimates requires the exercise of
judgment. Actual results could differ from thoséireates, and any such differences may be materialit financial statements. We belie
that the policies set forth below may involve aht@igdegree of judgment and complexity in their aggpion than our other accounting polic
and represent the critical accounting policies lisgtle preparation of our financial statementsliffierent assumptions or conditions were to
prevail, the results could be materially differénaim our reported results. Our significant accoumpolicies are presented within Note A to
our consolidated financial statements includedvetege in this Prospectus—Offer to Exchange.

Accounting for Stock Options

In 2006, we adopted Financial Accounting Standand 3R, “Share-Based Payment,” or FAS No. 123R¢ctmunt for equity-based
compensation expense. Our financial statementadedhe adoption of FAS No. 123R using the modifieaspective transition method of
adoption, which does not result in the restateroéngsults from prior periods.

FAS No. 123R requires recognizing compensationscostall share-based payment awards made to eegsdyased upon the awards’
estimated grant date fair value. The standard soeguity grants made by EMC to our employees, @iotystock options for EMC stock,
restricted EMC stock and employee stock purchadased to EMC’s employee stock purchase plan, &#FE3\dditionally, we applied the
provisions of SEC Staff Accounting Bulletin No. 16@ Share-Based Payment to our adoption of FASIR8R. Prior to 2006, we elected to
account for these share-based payment awards Ardeunting Principles Board Opinion No. 25, “Accaimg for Stock Issued to
Employees,” or APB No. 25, and elected to only ldise the pro forma impact of expensing the faiugadf stock options in the notes to the
financial statements.

We elected to estimate the fair value of employeeksoption awards and the ESPP using the Blacloi8shmodel. The determination
of the fair value of share-based payment awardb@mlate of grant using the Black-Scholes modaffected by EMC's stock price, as well
as assumptions regarding a number of subjectiviablas. These variables include the expected gidck volatility over the term of the
awards, the risk-free interest rate associated tiviérexpected term of the awards, expected divsland actual and projected employee stock
option exercise behaviors.

In 2006, the following weighted average assumptiong@mployee stock options and ESPP were usdtkiBlack-Scholes model:

Stock

Options ESPP
Dividend yield None None
Expected volatility 34.2% 27.€%
Risk free interest rai 4.8% 4.9%
Expected life (in years 4.C 0.t

To determine the expected volatility, we used almoation of implied volatility for six-month and twyear traded options on EMC'’s
stock, as well as EMC'’s historical stock price titityg. The expected term assumption is based wgminal historical exercises and
cancellations of EMC stock options. We are usirggghme methodology to calculate expected volatlity expected term that was used prior
to our adoption of FAS No. 123R. The risk-free intt rate assumption is based upon observed ihtates appropriate for the term of
employee stock options and ESPP. The dividend wstdimption is based on the history and expectafidividend payouts. Stock-based
compensation expense recognized within a givenrtiagaperiod is based on
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awards that are expected to vest in current ordyteriods. Accordingly, recognized stock-basedpmemsation expense from stock options
and ESPP is reduced for expected forfeitures. FASIR3R requires forfeitures to be estimated atithe of grant and revised, if necessary,
in subsequent periods if actual forfeitures diffem those estimates. Forfeitures were estimatsddan historical experience. See Note | to
our consolidated financial statements for morerimfation regarding our implementation of FAS No. R23

In June 2007, VMware adopted the 2007 Equity acdndtive Plan which provides for the granting otcktoptions or other stock-based
awards, including awards of restricted stock. Tgtoduly 2, 2007, VMware’s Compensation and Corgo@abvernance Committee made
broad-based grants to issue approximately 35.8omiitock options at an exercise price of $23.00share and granted approximately
453,000 restricted stock units. These awards hdai walue of approximately $260.5 million whichilMbe recognized over the awards’
vesting periods.

We performed a contemporaneous valuation eachaimeguity grant of common stock was made. In deteéngy the fair value of the
equity, we analyzed general market data, includicmnomic, governmental and environmental factassidered our historic, current and
future state of our operations; analyzed our opegand financial results; analyzed our forecagdghered and analyzed available financial
data for publicly traded companies engaged in @meesor similar lines of business to develop appat@raluation multiples and operating
comparisons, and analyzed other facts and datadesad pertinent to the valuation to arrive at stineated fair value.

We utilized both the income approach and the majptoach in estimating the value of the equitye Tarket approach estimates the
fair value of a company by applying to the comparhjistorical and/or projected financial metrics keamultiples of the corresponding
financial metrics of publicly traded firms in simillines of business. The use of the market approeguires judgments regarding the
comparability of companies that are similar to olirdifferent comparable companies had been ubedmarket multiples and resulting
estimates of the fair value of our stock also wddde been different. The income approach involygdying appropriate risk-adjusted
discount rates to estimated debt-free cash floaset on forecasted revenue and costs. The prajeat&ed in connection with this valuation
were based on our expected operating performaneeti® forecast period. There is inherent unceastamthese estimates. If different
discount rates or other assumptions had been tleedgsulting estimates of the fair value of oocktwould have been different. Due to the
prospect of an imminent public offering, we did apply a marketability discount in carrying outheit approach.

In reaching our estimated valuation range, we cmred the indicated values derived from each viaapproach in relation to the
relative merits of each approach, the suitabilitthe information used, and the uncertainties imgdl The results of the approaches
overlapped, with the income approach results fghiithin a narrower range, which we ultimately eelion in our concluding estimate of
value.

In addition to the aforementioned analysis, wedsalithat the fair value of our equity at that tiwess further substantiated by the arm’s-
length transaction with Intel Capital whereby InBzlpital agreed to purchase 218.5 million sharemiofClass A common stock at $23.00 per
share, subject to adjustment if the price in the I®below $23.00 per share.

The fair value of each VMware option granted wasrested on the date of grant using the Black-Sahof&ion-pricing model with the
following weighted average assumptions:

Risk-free interest rat 5.0%
Expected dividend yiel 0%
Expected life 3.4 year
Expected volatility 39.2%

77



Table of Contents

The computation of expected volatility was basedhenhistorical and implied volatility of comparaltompanies, considering factors
such as industry, stage of life cycle, size andrfaial leverage. The expected term was calculeasddon the historical experience that
VMware employees have had with EMC stock optiomtgaas well as the expected term of similar grahtomparable companies. The risk-
free interest rate was based on a treasury instruwlgose term is consistent with the expecteddifthe stock options.

Changes to the underlying assumptions may hawgnifisent impact on the underlying value of thectoptions, which could have a
material impact on our financial statements. Shauldactual forfeitures differ from our estimatdsgs could have a material impact on our
financial statements.

Revenue Recognition

We derive revenue from the licensing of softward exated services. We recognize revenue for softyweoducts and related services
in accordance with the American Institute of CextifPublic Accountants’ Statement of Position (SOPR, “Software Revenue
Recognition,” as amended. We recognize revenue whesuasive evidence of an arrangement existyvedglhas occurred, the sales price is
fixed or determinable and collectibility is probabHowever, determining whether and when someesdltriteria have been satisfied often
involves assumptions and judgments that can haignéicant impact on the timing and amount of mrewe we report.

Our assessment of likelihood of collection is asaitical element in determining the timing of eewe recognition. If we do not belie
that collection is probable, the revenue will béeded until the earlier of when collection is deshprobable or cash is received.

We recognize license revenue from the sale of ssftwvhen risk of loss transfers, which is genemafign shipment or electronic
transfer. We license our software under perpetcahses, through our direct sales force and thrauglthannel of distributors, resellers, x86
system vendors and systems integrators. We defenue relating to products that have shipped tacbannel until our products are sold
through the channel. We estimate and record reséoveroducts that are not sold through the chidmaged on historical trends and relevant
current information. We obtain sell-through infoina from distributors and resellers on a monthdgib and reconcile any estimates, if
necessary, made in the previous month. Historicatijual information has not differed materiallgrfr the related estimate. For our indirect
channel partners who do not report sell-through,dae determine sell-through information basedumhgistributors’ and resellers’ accounts
receivable balances and other relevant factorsx&®isystem vendors, revenue is recognized in & gaon the receipt of binding royalty
reports. The accuracy of our reserves depends ioaldlity to estimate the product sold through ¢hannels and could have a significant
impact on the timing and amount of revenue we repor

We offer rebates to channel partners, which aregeized as a reduction of revenue at the timedltatad product sale is recognized.
We account for marketing development funds andssakentives to channel partners as a reductiosev@nue. When rebates are based o
set percentage of actual sales, we recognize #te obthe rebates as a reduction of revenue wiesartderlying revenue is recognized. In
cases where rebates are earned if a cumulativedésales is achieved, we recognize the costefébates as a reduction of revenue
proportionally for each sale that is required thiace the target. The estimated reserves for chaebates and sales incentives are based on
channel partners’ actual performance against ttmestand conditions of the programs, historicaldeeand the value of the rebates. The
accuracy of these reserves for these rebates, timaykievelopment funds and sales incentives dependsir ability to estimate these items
and could have a significant impact on the timind amount of revenue we report.

Although our return policy does not allow end-ugerseturn products for a refund, we may accepirnstfrom time to time. Channel
partners may also rotate stock when new versioaspobduct are released. The product returns resefased on historical experience of
actual product returns, estimated channel invertgls, the timing of new product introductionglgmomotions and other relevant factors.
The accuracy of these
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reserves depends on our ability to estimate satesns and stock rotation among other criteriaudfwere to change any of these assumptions
or judgments, it could cause a material increasteorease in the amount of revenue that we reparipiarticular period.

Our services revenue consists of software maintmand professional services. We recognize maintengevenues ratably over the
contract period. Professional services includegiesmplementation and training. Professional sswiare not considered essential to the
functionality of our products because these sesvittenot alter the product capabilities and mapdréormed by our customers or other
vendors. Professional services engagements thatchaations of 90 days or less are recognizedviermge upon completion of the
engagement. Professional services engagementsrefthem 90 days for which we are able to make restslg dependable estimates of
progress toward completion are recognized on agutiopal performance basis based upon the houtsried. Revenue on all other
engagements is recognized upon completion. How#wee, were to change any of these assumptionsdgments, it could cause a material
increase or decrease in the amount of revenuavihatport in a particular period.

Our software products are sold with maintenancéaammtofessional services. Vendor-specific objextvidence (“VSOE"Df fair value
of professional services is based upon the starrdéed we charge for such services when sold sepharsg SOE for maintenance services is
established by the rates charged in stand-aloes s&imaintenance contracts or the stated renateafaor maintenance included in the license
agreement. The revenue allocated to software leemduded in multiple element contracts represtrggesidual amount of the contract a
the fair value of the other elements has been méted. Customers under maintenance agreementsititieceto receive updates and upgre
on a when-and-if-available basis. In the event aggs have been announced but not delivered, proekeue is deferred after the
announcement date until delivery occurs unlessave lestablished VSOE of fair value for the upgraOE of fair value of upgrades is
established based upon the price set by manageWerttave a history of selling upgrades on a stdoieabasis. We are required to exercise
judgment in determining whether VSOE exists forreandelivered element based on whether our priinthese elements is sufficien:
consistent with the sale of these elements onralstbone basis. This could cause a material inereaglecrease in the amount of revenue that
we report in a particular period.

Asset Valuation

Asset valuation includes assessing the recordesk\aflcertain assets, including accounts receivaioledwill, capitalized software
development costs and other intangible assets. 3@ wariety of factors to assess valuation, depgngon the asset. Accounts receivable
are evaluated based upon the creditworthinessrafumiomers, historical experience, the age ofabeivable and current market and
economic conditions. Should current market and esoo conditions deteriorate, our actual bad depeernce could exceed our estimate.
We capitalize software development costs once mjegts have reached technological feasibilityhatearlier of completion of a detailed
project design or a working model. Changes in jueighas to when technological feasibility is reacbedld materially impact the amount of
costs capitalized. We amortize capitalized softwelreelopment costs over periods ranging from 134tenonths, which represent the
products’ estimated useful lives. Changes in theogse over which we actually generate revenues®itmounts of revenues generated could
result in different amounts of amortization. Oth@angible assets are evaluated based upon thetexpeeriod during which the asset will be
utilized, forecasted cash flows, changes in teamohnd customer demand. Changes in judgmentsyafdhese factors could materially
impact the value of the asset. Our goodwill valwais based upon a discounted cash flow analybis.@halysis considers estimated revenue
and expense growth rates. The estimates are bpsadur historical experience and projections tdifel activity, considering customer
demand, changes in technology and a cost strucaaessary to achieve the related revenues. Changelgments on any of these factors
could materially impact the value of the asset.

New Accounting Pronouncements

VMware adopted FASB Interpretation 48, “Accountfiog Uncertainty in Income Taxes” (“FIN No. 48”), tite beginning of fiscal year
2007. FIN No. 48 clarifies the accounting for uttairty in income taxes
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recognized in an enterprise’s financial statemenécordance with FAS No. 109, “Accounting fordnte Taxes.” FIN No. 48 prescribes a
two-step process to determine the amount of taefiten be recognized. First, the tax position nhsevaluated to determine the likelihood
that it will be sustained upon external examinatibthe tax position is deemed “more-likely-thaathto be sustained, the tax position is then
assessed to determine the amount of benefit tgnéo®in the financial statements. The amount efitbnefit that may be recognized is the
largest amount that has a greater than 50 peiigelihbod of being realized upon ultimate settlem&¥e had no changes to the amount of
income tax payable as a result of implementing RtN 48. Prior to the adoption of FIN No. 48, outippwas to classify accruals for
uncertain positions as a current liability unldssas highly probable that there would not be anpayt or settlement for such identified risks
for a period of at least a year. We reclassified $4 income tax liabilities from current to nonrgent liabilities because a cash settlement of
these liabilities is not anticipated within one yefthe balance sheet date.

In September 2006, the FASB issued FAS No. 157y Walue Measurements,” or FAS No. 157, which addes how companies
should measure fair value when they are requiregséoa fair value measure for recognition or dsale purposes under generally accepted
accounting principles. FAS No. 157 defines faituneglestablishes a framework for measuring faireéugenerally accepted accounting
principles and expands disclosures about fair vadaasurements. FAS No. 157 is effective for finahstatements issued for fiscal years
beginning after November 15, 2007 and should béexpprospectively, except in the case of a limiteehber of financial instruments that
require retrospective application. We are curreetlgluating the potential impact of FAS No. 157owm financial position and results of
operations.

In February 2007, the FASB issued FAS No. 159, “Fa& Value Option for Financial Assets and Finahtiabilities-including an
amendment of FAS 115,” or FAS No. 159. The newestant allows entities to choose, at specified lectates, to measure eligible
financial assets and liabilities at fair value the¢ not otherwise required to be measured avédire. If a company elects the fair value option
for an eligible item, changes in that item’s fa@we in subsequent reporting periods must be rezedtin current earnings. FAS No. 159 is
effective for fiscal years beginning after Novemb&y 2007. We are currently evaluating the potéitipact of FAS No. 159 on our financial
position and results of operations.

Quantitative and Qualitative Disclosures about Marlet Risk

During the first quarter 2007, our internationalesues accounted for 47% of our total revenuesrtational revenue as a percentag
total revenues was 44% in 2006, 46% in 2005 and #52004. Our revenue contracts are denominatéti$n dollars and the vast majority
our purchase contracts are denominated in U.Sardolf portion of our cost of revenues, primarilg tost of personnel to deliver technical
support on our products, and a portion of our dpegaxpense related to sales and sales supporeaadrch and development, are
denominated in foreign currencies, primarily thé&iBh pound, the Euro, the Japanese yen, the Indiaee, the Australian dollar and the
Canadian dollar. These costs and the resultingteffe gross margin and operating income are expwstxeign exchange rate fluctuations.
Upon consolidation, as exchange rates vary, céstsvenue and operating costs may differ materiatiyn expectations. The Company does
not hedge its exposure to foreign currency fluétuatOur exposure to market risk relates primawlyhe variable interest obligation on the
note we incurred to fund an $800.0 dividend to EMC.
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BUSINESS OF VMWARE

VMware is the leading provider of virtualizationlstions. Our virtualization solutions representi@ngering approach to computing t
separates the operating system and applicatiowatfrom the underlying hardware to achieve sigaift improvements in efficiency,
availability, flexibility and manageability. Our dad and proven suite of virtualization solutiondradses a range of complex IT problems
include infrastructure optimization, business couity, software lifecycle management and desktopagament. The benefits to our
customers include substantially lower IT costs,iohof operating systems and a more automatedesmilient systems infrastructure capable
of responding dynamically to variable business desaOur customer base includes 100% of the Fot0f8eand over 84% of the
Fortune 1,000. Our customer base for our serveitisas has grown to include 20,000 organizationallodizes across numerous industries.
We believe our solutions deliver significant ecomoralue for customers, and many have adoptedautisns as the strategic and
architectural foundation for their future computingiatives.

Our solutions enable organizations to aggregatéipleiservers, storage infrastructure and netwtogsther into shared pools of
capacity that can be allocated dynamically, seguaet reliably to applications as needed, increpkardware utilization and reducing
spending. In the eight years since the introduatioour first virtualization platform, we have expked our offering with virtual infrastructure
automation and management products to addresibdisti and heterogeneous infrastructure challesgels as system recoverability and
reliability, backup and recovery, resource provigig and management, capacity and performance reareg and desktop security.

We began shipping our first product in 1999, ardhtowe offer 16 products. Our flagship desktop pobdvVMware Workstation, is in
its sixth generation and our flagship server produie, VMware Infrastructure, is in its third geation. Our products are widely recognized
for their innovation and quality. We believe that ¢echnological leadership can be attributed tohighly talented R&D engineers, over 4
of whom have advanced degrees.

We believe that the addressable market opportdimitgur virtualization solutions is large and exging. IDC estimates that less than
one million of the 24.6 million x86 servers andsiéisan five million of the 489.7 million businedeent PCs deployed worldwide are running
virtualization software. We believe industry tredeards more powerful yet under-utilized multi-e®ervers and the increasing complexity
of managing desktop environments will drive widespt adoption of virtualization for both server aegktop deployments. We believe that
our innovative virtualization solutions will enahls to maintain our leadership in this large adsiible market by increasing our penetration
within our substantial installed base and throdghaddition of new customers.

We work closely with over 200 technology partnémsjuding leading server, processor, storage, nediwg and software vendors. We
have shared the economic opportunities surroundimgglization with our partners by facilitatinglation development through open APIs,
formats and protocols and providing access to ource code and technology. The endorsement andgudpour partners have further
enhanced the awareness, reputation and adoptimur efrtualization solutions.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segroktite market. We derive a
significant majority of our revenues from our laiigdirect sales channel of more than 4,000 chapakthers that include distributors,
resellers, x86 system vendors and systems intagratte believe that our partners benefit greatiyrfithe sale of our solutions through
additional services, software and hardware salpsriynities. We have trained a large number ofneaist and end users to deploy and
leverage our solutions.
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We were founded in 1998 and have continued to opéndarge measure as a staaldne company following our acquisition by EMC
2004. Our independence has been critical to bwjldieep and mutually beneficial relationships wittr@ad group of partners. During 2006,
we generated $703.9 million in revenues, an 82%ease over our 2005 results. For financial inforamatbout our business by segment and
geographic area, see Note L to the consolidateshfilal statements included elsewhere in this Patgpe-Offer to Exchange. We are based
in Palo Alto, California with 39 offices worldwide.

Industry Background
The Proliferation of x86 Servers and Desktops Inthaces New Challenges

The introduction of x86 servers in the 1980s predia low-cost alternative to mainframe and proarietUNIX systems. The broad
adoption of Windows and the emergence of Linuxemges operating systems in the 1990s establishéda&Brers as the industry standard.
x86 server shipments represented 93% of new seirv@@06 according to IDC. The growth in x86 seraed desktop deployments has
introduced new operational risks and IT infrastuoetchallenges. These challenges include:

» Low Infrastructure Utilizatior. Typical x86 server deployments achieve an aveuéifization of only 10% to 15% of total capac
according to IDC. Organizations typically do nohrmore than one application per server to avoiditieof faults or security
vulnerabilities in one application affecting theadability of another application on the same ser¥éis “one application to one
server” approach, combined with the relative irgdincy of most x86-based server applications, esslted in significant under-
utilization of x86-based server resources. IDCnestés that organizations currently maintain toxaless computing capacity
valued at $140 billion in the form of over-provised or idle servers. We believe that the indusagd towards multi-core
architectures, which increase server capacity lnybining two or more independent processors intogle package, will likely
result in even lower utilization levels. AccorditaylDC, more than 95% of x86-based servers currdvetl’e four processors or
less. We therefore believe applications currenttyning on these servers are unlikely to take adwpnof the eight- to sixteen-
processor architectures that are likely to be tldeistry standard within the next few ye:

» Increasing Physical Infrastructure Cos. Although the average selling prices of serves@hated IT infrastructure continue to
decline, the operational costs to support this grgunfrastructure have steadily increased. Mostgoting infrastructure must
remain operational at all times, resulting in powensumption, cooling and facilities costs thandovary with utilization levels.
In some cases, the lack of adequate power suppfgsents the limiting factor to an organizatiortdity to deploy new
applications and servers. IDC estimates that orgdions spent $29.0 billion in 2006 to power andl ¢be worldwide installed
base of servers, the vast majority of which are s@&&ers

* Increasing IT Management Co:. IDC estimates that organizations typically sperate than 80% of their overall IT budgets on
the routine maintenance of existing infrastructé® computing environments become more complexiethe of specialized
education and experience required for infrastrectnanagement personnel and the associated casistopersonnel have
increased. To support the rapid growth of unddizet servers and associated IT infrastructureamiations spend
disproportionate time and resources on manual &s$sciated with server maintenance, and thusreemqare personnel to
complete these tasks. Furthermore, automation @fadipnal processes is inherently difficult givee tomplexity and
heterogeneity of the environmen

» Insufficient Failover and Disaster Protecti. Organizations are increasingly affected by themtone of critical server
applications and inaccessibility of critical en@&udesktops. The threat of security attacks, nhtlisasters, health pandemics and
terrorism has elevated the importance of businessrwity planning for both desktops and servets hcreasing dependence on
x86-based server applications has elevated thertanpze of protecting them against local hardwaitaris, application faults and
human error. Traditional solutions for both higlagability and business continuity are complex andtly and therefore have or
been deployed for a small subset of applicati
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» Desktop Management and Secur Managing and securing enterprise desktops presenérous challenges. Controlling a
distributed desktop environment and enforcing mansnt, access and security policies without impgitisers’ ability to work
effectively is complex and expensive. Numerous ipegcand upgrades must be continually applied tktole€nvironments to
eliminate security vulnerabilitie

The Emergence of Industry-Standard Infrastructureitualization

Virtualization was first introduced in the 1970sa@able multiple business applications to sharefalhdharness the centralized
computing capacity of mainframe systems. Virtudlmawas effectively abandoned during the 1980s¥3f0s when client-server
applications and inexpensive x86 servers and dpsldstablished the model of distributed computitather than sharing resources centrally
in the mainframe model, organizations used thedost of distributed systems to build up islandsahputing capacity, providing some
benefits but also introducing new challenges. 1891 %Mware introduced virtualization to x86 systeassa means to efficiently address m
of these challenges and to transform x86 systetogeneral purpose, shared hardware infrastrutiateoffers full isolation, mobility and
operating system choice for application environreent

Virtualization can be implemented using variousrapphes. The most prevalent approach uses a lageftovare called a “hypervisor”
that resides below the operating system (see BExtjbirhe hypervisor provides the capability toldeanultiple applications and operating
systems to share the underlying hardware safegniogpsulating each application and operating systéts own “virtual machine.”
Organizations use this technology to run multigdplecations and heterogeneous operating systentiseosame hardware and across different
hardware configurations, raising utilization andueing costs.

Exhibit 1: Virtualization Enables Secure Systemtilaning

The Need for Virtual Infrastructure Automation andlanagement

The introduction of virtualization technology prasea number of opportunities for driving capitatlaoperational efficiency above and
beyond the simple benefit of safe partitioning.d&coupling the entire software environment fronuitglerlying hardware infrastructure,
virtualization enables the aggregation of multipdevers, storage infrastructure and networks inéwexd pools of resources that can be
delivered dynamically, securely and reliably to laggtions as needed (see Exhibit 2). This pioneeaipproach enables organizations to build
a computing infrastructure with high levels of iztition, availability, automation and
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flexibility using building blocks of inexpensivedastry-standard servers. Although virtualizatiopresents the core enabling technology, the
enormous benefits associated with this generalgsgrgomputing infrastructure cannot be fully resdizvithout virtual infrastructure
automation and management solutions.

Exhibit 2: Virtualization Enables a Distributed Wial Infrastructure
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Market Opportunity

IDC estimates the installed base of x86-based seme2006 at 24.6 million units, growing to 33.8limn units by 2010. According to
IDC, worldwide shipments of x86 servers are exptbeincrease from 6.9 million units in 2006 to &illion units in 2010. IDC estimates
that the percentage of all new x86 server shipnremising virtualization software will increase frdsfo in 2005 to 17% in 2010. We believe
industry trends towards more powerful yet undelizétil multi-core servers will further accelerate the widespdaption of virtualization fc
server deployments.

Desktop virtualization provides organizations vitle ability to manage desktop deployments throhghuse of virtual machines
running on centralized server farms in the corodatta center or IT-managed desktop-based virtaahines. For server-based desktops,
users access these desktops remotely from a deskéothin client using a remote display protoddle centralized management of desktop
deployments enables organizations to significaintiyrove the efficiency of desktop installationsgrgdes, patches and backups. Desktop
virtualization also enables organizations to paekaig IT-managed desktop within a secured virtualhime and deploy it to an unmanaged
physical desktop, which can greatly reduce the meahility challenges associated with remote acdepkyments. IDC estimated that the
installed base of business client PCs reached 48#li@dn as of December 2006. We believe that coniggmspend approximately $1,000 to
$2,000 per desktop per year to deliver the necgssanageability, security and resilience. We beithat these desktop systems and
associated spending represent a significant patantirket for virtualization-based solutions.

Our Solution

Our virtualization solutions run on industry-stardlaervers and desktops and support a wide rangpevéting system and application
environments, as well as networking and storagastifucture. We have designed our solutions totfoméindependently of the hardware and
operating system to provide customers with a bpdatiorm choice. Our solutions provide a key in&gm point for hardware and
infrastructure management vendors to deliver difitiated value that can be applied uniformly acedksapplication and operating system
environments. Key benefits to our virtualizatiotusions include:

» Server Consolidation and Infrastructure OptimizatidOur solutions enable organizations to achieveifsogimtly higher resource
utilization by pooling common infrastructure restes and breaking tt
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“one application to one server” model. Our resedmdicates that our customers commonly achieveesaronsolidation ratios that
average 5:1 and can achieve ratios that exceedo®Qu%ing our solutions to run each of their aggilans in an isolated and secure
virtual machine. Our solutions include numerousilabdity safeguards to mitigate the risk of loagimultiple applications onto

the same hardware platform. We have also develtgmsl and management products to enable easy plaand conversion of
physical machines into virtual machines, as wefbashe optimization and ongoing maintenance obasolidated virtual
environment

Physical Infrastructure Cost Reductic Through significant server consolidation and comteent results, our solutions increase
utilization rates and reduce the required numbeseofers and other infrastructure overhead. Owttisols enable organizations to
achieve significant reductions in their physicdtastructure costs through reduced data centeespasver and cooling costs
required to support new and existing applicati@s:. solutions also allow organizations to reducdefer capital expenditures for
new data center facilitie

Improved Operational Flexibility and Responsiven Our solutions include a set of virtual infrastiwret automation and
management products that simplify and automater labd resource intensive IT operations across cispa&ardware, operating
system and software application environments. @twal infrastructure automation and managemenitgwis reduce the amount
of time IT professionals must spend on largely tigadasks, such as provisioning, configurationpitaxing and maintenance. In
many cases, our solutions enable organizationsdiace the number of IT professionals required fiecéf’ely manage and
maintain their infrastructure resources and to atkegr IT infrastructure more quickly to respomdchanging business nee

Increased Application Availability and Improved Bwess Continuit. Our solutions enable organizations to reduce plathned
and unplanned downtime in their computing environteeFor planned downtime, we provide a live migraproduct called
VMotion that enables users to move virtual machinesing applications and operating systems agbgsically separate
machines with no service interruption or data |6%8.unplanned downtime, our solutions enable drgdions to create a simple,
cost-effective and rapid recovery strategy forwhst majority of x8@8ased workloads, many of which are not currentiyeced by
traditional recovery strategies. The use of ountsmhs to migrate entire virtual environments tevrdata center locations enables
our customers to implement fast and efficient bessncontinuity strategie

Improved Desktop Manageability and Secui Our desktop virtualization solutions allow orgaatinns to centrally host and
manage desktop environments while providing a dgskke experience to an end user. This virtuaktgsinfrastructure allows

IT organizations to efficiently control desktop @wiments regardless of location, desktop hardwarerating system or business
application access needs. Our virtualization soh#ialso allow organizations to deploy portable&tigsvirtual machines on
unmanaged desktops while providing a layer of gatientrol and security around each virtual machire use of desktop
virtualization in remote access deployments praviolganizations with complete control of the hangeonfiguration and
networking capabilities of an unmanaged desktognsure compliance with security polici

Our Competitive Strengths

We believe that the following competitive strengplosition us well to maintain and extend our lealligrin virtualization solutions.

Leading Technology and Market Positit Since our founding in 1998, we have focused exaflis on pioneering virtualization
technology, continuously improving our core virigation platform and progressively expanding thpliaption of virtualization
technology to address previously unsolvable IT lehgles. Our flagship desktop product, VMware Watsh, is in its sixth
generation and our flagship server product suitdyre Infrastructure, is in its third generatiorur@roducts and solutions have
received over 100 industry awards for excellenaklaadership in their category. Our highly skil
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employee base includes many of the industry’s fotraxperts in systems and virtualization technplagd provides us with
unparalleled experience and knowledge in deliveinmgvative and high-quality virtualization soluti& Our technology is the
most widely deployed on the market today, and itrgiuenalysts have independently characterized tiseaeading virtualization
solution provider in the marketplace. We believat thur commitment to virtualization innovation, doimed with our industry-
leading market position, creates strong brand neitiog and preference among current and prospectigeomers, technology
partners and resellers and accelerates the adayftmur solutions

» Broad Product Portfolio We offer a broad virtualization product suite thdtresses an organization’s virtualization nesals f
the data center to the desktop. We offer 16 viizatibn-based products across three product caesg@ur flagship server
product suite, VMware Infrastructure, bundles salef our products to deliver superior functionaliind performance, as well as
seamless integration into existing infrastructurewr customers. We believe that our broad progoctfolio of virtualization
solutions provides us with a substantial advantage competitors that offer discrete, point virtmation products

» Open Standards and Choice of Operating Systemns. virtualization software enables customersréate and manage a shared
pool of hardware resources that is independenpetific operating system and x86 hardware platforfhsés allows our customers
to deploy a heterogeneous environment of operatystems, underlying x86 hardware and associategonghg and storage
infrastructure. We have successfully certified mihian 200 hardware platforms and successfully dasiere than 60 operating
systems for use with our solutions. We provide mantners access to our source code, as well asAipisn formats and protocols
to facilitate their development of interoperablel aifferentiated products. We also make our ARianfats and protocols available
for use by our partners and for inclusion in vilizegtion industry standards. We have designed otualization solutions to be an
extension of hardware, as opposed to the opersyisigm, resulting in a more flexible and robustisoh that delivers both
strategic choice and economic value to custon

» Large Installed Base of Custome We have a large installed customer base of mane 20,000 organizations using our server
solutions. Our customer base includes 100% of Rerfl00 companies and over 84% of Fortune 1,000 aniap. Our customer
base includes organizations of all sizes acrossenoms industries. We believe that our customens vig as a key strategic
solutions provider. The performance and reliabitifyour products has resulted in high customesfatiion and strong customer
loyalty. Many customers have implemented a policgtndardize and run all their new application®@ansolutions, presenting
with significant opportunities to expand our foadtprvithin these organizations as they grow th@iimfrastructure

» Strong Partner NetworkWe have extensive relationships with our technglepannel and consulting partners. Our network of
partners continues to expand as the interest iradogtion of our technology grows. We believe thpldyment of our leading
virtualization solutions represents a strategi@i@hitecture decision for organizations, which t¥eaignificant product and
services revenue opportunities for our partnergsélopportunities provide strong incentives formantners to collaborate with
to drive further adoption of our technology. Wetpar with more than 200 x86 system vendors, IS\sather technology
partners, as well as more than 4,000 distributieseller and consulting partners. The endorsenrehsapport of our partners he
further enhanced the awareness, reputation andiaday our virtualization solution:

» Robust Global Support Operations and Serv. We offer a full range of 24x7 support offerings both customers and partners,
ranging from incident-level to business-criticahgee, backed by our industry-leading expertisgiftualization solutions. We
have nearly a decade of experience installinggnatitng and supporting our broad virtualizationusioins in various production
environments for businesses of all sizes. Our sug@ovices cover a broad range of hardware plagand software
configurations. We implement a “follow the sun” apgch to deliver continuous customer support thinomugy locations on three
continents. We believe that our global support oizgtion and capabilities positively impact ourtouser satisfaction,
maintenance renewal levels and specifically difftiege us from smaller virtualization solution coetifors.
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Our Growth Strategy
Our objective is to extend our market leadershipiitualization solutions. To accomplish this olijee, we intend to:

Broaden our Product Portfolic We continue to innovate and develop new serverdastitop solutions and offer additional
services that enhance the value of our currentiofis. For example, the introduction of our VMwémé&astructure 3 product suite
in 2006 expanded our offerings to include new cdjpials in high availability, resource managementldackup and recovery. We
intend to provide our existing and prospective aomgrs with additional solutions that will leverageualization technology to
further optimize the value and reliability of themmputing infrastructure. We may also pursue tigssition of companies with
complementary products and technologies that wieveeivill enhance our suite of offering

Enable Choice for Customers and Drive Standa We have designed and plan to maintain our cotgalization platforms as an
operating system-independent extension of x86 harelwBy offering the functionality to pool and mgeahe resources of
multiple servers and networking and storage infugstire, our virtualization solutions extend beysedver virtualization to enak
a next-generation, operating system-agnostic,iliged computing infrastructure with significanaability, reliability, security,
availability and flexibility.

Expand our Network of Technology and DistributicartRers. We believe that the endorsement and supportopadners and
user community accelerate the adoption of our smiat We focus on enabling our partners to reades® economic opportunities
through the integration and distribution of ounsimins. We intend to expand our network of techgpland distribution partners
and increase the value our solutions provide tddrdware and software solutions of our partners WM continue to collaborate
with, and create additional revenue opportunitsdur partners to encourage their efforts toeledoption and sales of our
virtualization solutions

Increase Sales to Existing Customers and Pursue Glestomers We believe we have a significant opportunity ter@ase our
sales to existing customers by targeting additibonainess units, pursuing upgrades and broad eisegeployments and
enhancing the functionality of our existing solatso We will continue to aggressively pursue newausgrs globally by expandi
our direct and indirect sales channels and oulices\offerings to complement our virtualizationheology.

Increase Market Awareness and Drive Adoption ofudlization. We offer free solutions, which include VMware Riay
VMware Server and VMware Converter. These entrglleolutions allow customers to evaluate the bémefiour virtualization
technology and subsequently purchase advanceamrersf our solutions. Our free software offeringgiether with more than 4(
third-party applications distributed in virtual digmces, provide an entry point for potential cas¢os that can lead to additional
product sales and broad adoption of our technoldgg also host our annual VMworld industry confeeetaincrease global
awareness of virtualization solutiot

Our Products and Technology

We offer a broad portfolio of products that sparesconsumer desktop to the enterprise data céhtemproducts generally fall into two
categories (see Exhibit 3):

Virtualization Platforms.Our virtualization platforms include a hypervigor system partitioning that provides the capapiii
safely, securely and efficiently run multiple oparg systems simultaneously on the same physicahima. Our platforms range
from free, entr-level products for the desktop and server to meatufr-rich desktop and server platforn

Virtual Infrastructure Automation and Managememfiur virtual infrastructure automation productitize the unique benefits of
our virtualization platforms to automate systemasfructure services, such as resource manageavaiigbility, mobility and
security. By deploying our virtui
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infrastructure automation products with our virtmation platforms, VMware customers can reduceotherational complexity of
their environments. Our virtual infrastructure mgaaent products automate the interaction betwegausgal T constituencies and
the virtual infrastructure for a specific set ofgcsolutions. These solutions range from capagiiting and assessment to
development lab manageme

Exhibit 3: VMware Product Portfolio
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Virtualization Platform Products

VMware Player.VMware Player is a free virtualization platfornattenables individuals to run virtual machinestogirtdesktops
but does not allow virtual machine creation. We \dstwvare Player primarily as an awareness tool mifiarize individuals with
the concept of virtual machines. VMware Player Ibesn downloaded more than 2.6 million times siheeas made generally
available in December 200

VMware WorkstationVMware Workstation is a desktop virtualization guoat for software developers and enterprise IT
professionals who need to run multiple operatingesys simultaneously on a single desktop. UserswakVindows, Linux,
NetWare or Solaris x86 in fully networked, portaligual machines with no rebooting or hard drivtfiioning required
VMware Workstation delivers excellent performanod advanced features, such as memory optimizatidritee ability to
manage mul-tier configurations and multiple snapshe

VMware Server.VMware Server is a free virtualization platfornatlenables simple partitioning of a server intotipld virtual
machines. VMware Server runs as an applicatioroprof an existing Windows or Linux operating systemlike our VMware
ESX Server platform, which runs its own microkerné\iware Server is principally an awareness toolddministrators to
become familiar with virtualization, though custamenay opt to pay an annual support and subsanifigie if they would like the
product supported in a production or test enviromméMware Server has been downloaded more thamillidn times since it
was made generally available in November 2!

VMware ESX ServervVMware ESX Server is our enterpriskass virtualization platform that runs directly e hardware with it
own microkernel and requires no tt-party operating syster
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VMware ESX Server is designed expressly for th@pse of running virtual machines securely, effidieand flexibly. VMware
ESX Server’s microkernel architecture provides nurue efficiencies and performance benefits, inelgdidvanced resource
management features, such as memory over-commitneinshare-based resource allocations to guargusdity of service.
VMware ESX Server also has built-in redundancyuess, such as device teaming and storage maifliing, to mitigate the risk
any component failure in a hi-density, shared environme

VMware Virtual SMP.VMware Virtual SMP enables a single virtual maehto use up to four physical processors simultasig¢
thereby allowing customers to run proce- and resourc-intensive applications in virtual machin

VMware VMFS.VMware VMFS is a clustered file-system and voluma&nager that enables multiple ESX Servers to safely
efficiently and reliably share block-based stordgeias designed expressly for the purpose of hagdiirtual machines and is
required to enable reliable use of our Virtual &structure Automation produc

Virtual Infrastructure Automation and Management Rrducts

VMware VirtualCenter.VMware VirtualCenter provides a central point ofitrol to provision, monitor and manage a virtuadiz
IT environment. VMware VirtualCenter also manadestuntime coordination of infrastructure automatwoducts, such as
VMware VMotion, VMware DRS and VMware HA, and prdeis outbound software interfaces for network arstiesys
management software vendors to incorporate thebadéogies and other elements of virtual machineagament into their user
consoles

VMware VMotion.VMware VMotion allows users to move virtual maaksnwith running applications and operating systéomm
one physical machine to another with no serviceriaoption or data loss. Our customers have used &fdWMotion for more
than three years to improve service levels deld¢ogheir end users. Customers typically use VMwaotion to perform zero-
downtime planned hardware maintenance -disruptive server migration or dynamic resourcairppsing.

VMware DRS.VMware DRS creates resource pools from an aggmeyaf physical servers. VMware DRS dynamicallypa#tes
virtual machines to resource pools on demand. @mtzeal machines have been provisioned, VMware @B&tinuously monitors
utilization across the resource pool and intelliyebalances a collection of virtual machines asrb& servers in the resource pool
using VMware VMotion. The VMware DRS resource magragnt policies may be driven by pre-defined andraated rules that
reflect business needs and priorities. VMware DRB/ers higher quality of service by managing reseccommitments in a
shared environmen

VMware HA. VMware HA provides automated recovery from hardfailure for any application running in a virtuahchine,
regardless of its operating system or underlyingllvare configuration. The technology includes amiemory, replicated
database across all of the VMware ESX Serverg@saurce pool that tracks the status of every aintoachine. In the event of a
failure, affected virtual machines are immediatelgovered onto alternate systems. This technolddyesses a key need to make
workloads instantly recoverable to mitigate the awipof hardware failures in a shared environnm

VMware Consolidated Backup/Mware Consolidated Backup (VCB) enables LAN-fragtomated backup of virtual machines
from a centralized backup proxy. The product ineludoftware utilities for third-party backup prothuto efficiently snapshot and
back up running virtual machines from a singleuse@roxy server. VCB can be used to perform biteHével and full-system
backup and recovery with an existing backup inftasttire. It provides a critical, zero-downtime g@no to manage the increased
density of backup operations in a highly utilizézsed environmen

VMware ACE.VMware ACE enables desktop administrators to ldokwn desktop endpoints and protect critical company
resources against the risks presented by unmarngitbps. With VMwar
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ACE, desktop administrators package an IT-manags#tdp within a secured virtual machine and defilty an unmanaged
physical desktop. Once installed, VMware ACE pregic suite of automated security policies arouad/ttiual machine, such as
encryption, expiration, network and device accesgigs, transforming the unmanaged desktop torensompliance with securi
policies.

VMware Capacity PlannerVMware Capacity Planner is a hosted applicatiat émables VMware service providers to perform
capacity assessments onsite at a customer fadiligy service provider installs and runs a colleatahe customer facility that
conducts agent-less discovery and collection dioperance information for all servers in an envir@mh VMware Capacity
Planner loads this performance information int@stéd data warehouse and provides web-based a@satytils and consolidation
recommendations to the service provic

VMware ConverterVMware Converter enables customers to quickly r@fidbly convert local and remote physical machiinés
virtual machines. Users may also input third-partgge formats or third-party virtual machines iMglware Converter to create
virtual machines that run on our platforr

VMware Virtual Desktop InfrastructurevVMware Virtual Desktop Infrastructure (VDI) enableompanies to host individual
desktops inside virtual machines running on ceizidlservers in their data center. Users access thigual desktops remotely
from a physical desktop or a thin client using moge display protocol. Since applications are madagentrally at the corporate
data center, organizations gain better control tveir desktop deployments. Unlike other serveredasolutions that do not
provide a complete desktop experience or requieeiBp architectures, VDI includes full desktop @onments familiar to end
users and not limited by hardware or locat

VMware Lab ManagerVMware Lab Manager automates the setup, capttogge and sharing of multi-machine software
configurations for development and staging envirents. Using VMware Lab Manager, development andié@sns can access
multiple software configurations and virtual maasron demand through a ¢service portal

Support and Services

We believe that our strong services organizatiahfeeguent customer touch points help establishlloystomers that provide
references and help promote our technology acrassus industries. We have implemented a broadcsstrategy that leverages the
professional services organizations of our partn&fes have also established our own services offeria complement our partners’ services
offerings and to ensure customer satisfaction edaidditional sales and promote renewals and upgr&le services offerings include
customized solutions and onsite support that enabbknd our channel partners to provide a positwezall customer experience.

We have established our global customer suppoemnizgtion, VMware Global Support Services, to akigth and support our
expanding customer base.

VMware Global Support Service$Ve offer a suite of proactive, top-quality suppmtkages backed by industeading expertis
We offer three maintenance programs, Platinum, @oltiSilver, that include our support along withigpgic minor updates and
enhancements to our products. A majority of ouvesecustomers purchase Platinum support. In additigghone support, our
customers have access to an online product sugatabase for help with troubleshooting and opematiquestions. These
programs are offered on an annual or multi-yeasatition basis. Our support teams, located inf@ailia, Canada, Ireland, India
and Japan, provide first response and manage sbiutien of customer issues. In addition, we hawb@rized certain systems
vendors to provide support for our products onhmiralf.
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We also offer a range of professional services undeVMware Professional Services offering, whicbludes:

VMware Consulting Serviced/Mware Certified Professionals provide on-siteistasice throughout the virtualization adoption
lifecycle to accelerate the implementation of outualization solutions. VMware Certified Professads conduct initial
assessments and upgrade workshops and prepaledietglementation project plans. Once customezseady for
standardization across their enterprise, VMwardiftat Professionals help integrate virtual infrasture into enterprise systems
and processe

VMware Education Serviced/Mware courses provide extensive hands-on lalse saudy examples and course materials.
Customers work in teams of two on servers locaf&sit® using a variety of remote access technoks

Technology Alliances

Consistent with our partner-centric strategy, weehengaged a broad group of hardware and softvwearéors to cooperatively advance
virtualization technology through joint marketimgpduct interoperability, collaboration and co-depenent. We create opportunity for
partners by enabling them to build products théizatour virtualization technology and create diffntiated value through joint solutions.

We have over 200 technology partners with whom riregljoint offerings to the marketplace. We clagsitir partners as:

Independent Hardware Vendors (IHV We have established strong relationships withdangstem vendors, including IBM, HP,
Dell, NEC, Fujitsu, Fujitsu-Siemens and Sun, fanjaertification and co-development. We also woldsely with Intel, AMD
and other IHVs to provide input on product develepirto enable them to deliver hardware advancenteatdenefit
virtualization users. We coordinate with the legdstorage and networking vendors to ensure jotetaperability, as well as to
enable our software to access their differentiiedtionality.

Independent Software Vendors (IS\ We partner with leading systems management, iméretsire software and application
software vendors to enable them to deliver valugeddroducts that integrate with our VMware Infrasture suite of products.
Our Technology Alliance Program facilitates jointigion creation and coordinated go-to-market d@idis with our partners. Our
ISV partners have distributed over 400 softwardiegfions as virtual appliance

In addition to developing open APIs, formats anotpeols at multiple levels in our products, we pdevsource code access to select
partners in our “Community Source” program to féaie joint development and partner differentiatidve provide access to our ESX source
code to over 300 developers from more than 30 pestfor joint development projects. We also workhvaur industry partners to promote
and foster the adoption of industry standards.

In addition, we and Intel have entered into a reutind customary collaboration partnering agreemhentexpresses the partiéstent tc
continue to expand their cooperative efforts argoimt development, marketing and industry initi@g. Intel’s investment is intended to
foster strengthened intercompany collaboration tdveecelerating VMware virtualization product adopton Intel architecture and
reinforcing the value of virtualization technolofpy customers.

We invest in testing and certification infrastruettio rigorously ensure our software works wellhwitajor hardware and software
products. We have certified over 200 hardware @tats and have successfully tested over 60 operayistgms for use with our solutions.
believe that the scale and scope of this effaatsgynificant competitive advantage.
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Research and Development

We have made and intend to make significant investmin research and development. We have assemiskedng group adeveloper.
with system-level and system management softwgreréze. We employ approximately 1,100 profess®irabur R&D organization and
over 40% of the developers in the R&D organizatiane advanced degrees. We also have strong tieading academic institutions around
the world and support academic programs that rénoge shared source code for research to sabbatiogtams for visiting professors.

We prioritize our product development efforts thybwa combination of engineering-driven innovation austomer and market-driven
feedback. Our research and development cultureglaigh value on innovation, quality and open dalfation with our partners. We
currently participate in numerous standards grobBpsexample, we co-chair the Distributed Managériesk Force (DMTF) working group
on System Virtualization, Partitioning and Clustgriand chair the Standard Performance Evaluatiopdtation (SPEC) working group on
virtualization. We believe the strength of our s and development organization is a competdifferentiator.

Sales and Marketing

We sell and market our products largely througlevork of channel partners, which includes distidlos, resellers, x86 system vend
and systems integrators, with over 75% of our reedn 2006 derived from this indirect network.

We have established ongoing business relations¥ithsour distributors. Our distributors purchaséware licenses and software
support from us for resale to end-user customersesellers.

A substantial majority of our resellers, namelystdn our VIP reseller network, obtain softwaretises and software support from our
distributors and market and sell them to our ergl-uastomers. We offer several levels of membershqur VIP reseller network depending
on a reseller’s interest and capability of providitemand generation, fulfillment, service delivand education to customers and prospects.
We also have certain resellers, as well as sysiteegrators, who obtain software licenses and sofvsupport directly from VMware. The
VIP network agreements signed by the resellery carrobligation to purchase or sell VMware produantg can be terminated at any time by
either party.

We have a direct sales force that complementstwamreel partners’ efforts. Our sales force work$iwitir channel partners to introduce
them to end-user customer accounts and new sgbestapities. Our channel partners also introduaesaies force to their end-user
customers.

In addition, our channel partner network includegain system integrators and resellers trainedcantified to deliver consulting
services and solutions leveraging VMware products.

Our strategy is to position our products withinaaiety of organizations where end-user customeghnuonsider buying virtualization
solutions. We provide product training and markgtissistance to our channel partner network.

We generally do not have long-term contracts orimmimn purchase commitments with our distributorsgters, x86 system vendors
and systems integrators, and our contracts witbetiebannel partners do not prohibit them from ofteproducts or services that compete
with ours.

One of our distribution relationships is with IngraMicro, which accounted for 29% of our worldwidevenues in 2006. The agreement
under which we receive the substantial majoritpuf Ingram Micro revenues is terminable by eithatyupon 90 days’ prior written notice
to the other party, and neither party has any alibg to purchase or sell any products under theesgent. The terms of this agreement
between Ingram
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Micro and us are substantially similar to the teohthe agreements we have with other distributexsept for certain differences in shipment
and payment terms, product return rights and ceitaiemnification obligations. No other channeltpar accounted for over 10% of our
revenues in 2006.

Ingram Micro accounted for 23% and another of dwarmel partners accounted for 11% of revenueseiffitst three months of 2007.
No other channel partner accounted for more th&t @éDour revenues in the first three months of 2!

As of March 31, 2007, we had agreements with miome 8,000 channel partners and employed approxdyniate00 sales and marketi
personnel. We maintain sales offices in 31 coustrie

We primarily sell our software under perpetualtises, and our sales contracts generally requiraiseidcustomers to purchase
maintenance for the first year. Software mainterassold both directly to end-user customers aadur network of channel partners, and
the majority of professional services are soldaiye with some professional services sold via channel partners. Our sales cycle with end-
user customers ranges from less than 90 days tcaoyear depending on several factors, includirgsibe and complexity of the customer’s
infrastructure.

The competitive landscape in which we operate betnot only other software virtualization vendimst, also traditional hardware
solutions. In establishing prices for our produets,take into account, among other factors, theevaur products and solutions deliver, and
the cost of both alternative virtualization anddveare solutions. We believe the significant numifezustomers who also purchase our
software services reflects a clear customer peiareps to the value of our software services.

Our marketing efforts focus on communicating thedfits of our solutions and educating our custopistributors, resellers, x86
system vendors, systems integrators, the mediaiaalgtsts about the advantages of our innovatitaalization technology. We raise the
awareness of our company, market our products andrgte sales leads through industry events, pdiifons efforts, marketing materials,
free downloads and our website. On average, ousiteeteceives approximately 400,000 unique visie@sh week, as measured by a third-
party tracking system. We also have created amewcibmmunity called VMware Technology Network (VM)tlat enables customers and
partners to share and discuss sales and developesentrces, implementation best practices, andstngtrends among other topics.
Attendance at VMworld, the largest annual industipference on virtualization and hosted by VMwaias grown from approximately 1,400
attendees in 2004 to more than 6,700 attendee0i®. Ve also offer management presentations, sesrama webinars on our products and
topics of virtualization. We believe a combinatiithese efforts strengthens our brand and enhanedsading market position in our
industry.

Customers

Our customers include 100% of the Fortune 100 amd 84% of the Fortune 1,000. As of January 2007 costomer base for our
server solutions has grown to include 20,000 omgitns of all sizes across numerous industries.cOstomer deployments range in size
from a single virtualized server for small busiress® up to thousands of virtual machines for atgdst enterprise customers. In periodic
third-party surveys commissioned by us, our customeiisatelvery high satisfaction rates with our produartd many have indicated a str
preference for repeat purchases.

Ingram Micro, one of our distributors, accounted26% of our revenues in 2006. No other channehpaiaccounted for over 10% of
our revenues in 2006. Ingram Micro accounted f&28nd another of our channel partners accountetiif, of our revenues in the first
three months of 2007. No other channel partnerwated for over 10% of our revenues in the firseéhmonths of 2007.
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Competition

The virtual infrastructure market is evolving, ame expect to face increased competition in therbutWe compete with large and small
companies in different segments of the virtualaatinarket, and expect that new entrants will etitermarket and may develop technologies
that, if commercialized, may compete with our prcidu

We believe that the key competitive factors inthal infrastructure market include:
» the level of innovation, quality and maturity obduct offerings
» the ability to provide full virtual infrastructusolutions;
» the proven track record of formulating and delimgra roadmap of virtualization capabiliti
e pricing of products, individually and in bundle
» the ability to attract and preserve a large insthbase of customei
» the ability to offer products that support multiplerdware platforms and operating syste

» the ability to create and maintain partnering opyuties with hardware and infrastructure softwaeadors and development of
robust indirect sales channels; ¢

» the ability to attract and retain virtualizationdasystems experts as key employ:

Microsoft is our primary competitor for virtualizah solutions. Microsoft currently provides prodathat compete with some of our
entry-level offerings and has announced its intento provide products that will compete with soofi®ur enterprise-class products in the
future. We have developed our virtualization solo$ as a software layer between the hardware @anoligrating system that is not tied to a
specific operating system. We believe our apprasclifferentiated from Microsoft and delivers significant flexibility and superazonomic
value to customers.

We also compete with small companies whose produetbased on emerging open-source technologiey$tem virtualization. In
addition, we compete with companies that take difieapproaches to virtualization. However, weéadithese solutions offer limited supy
for heterogeneous operating system deploymentshémnore, our VMware Infrastructure suite competiéh products that provide high
availability clustering, workload management argbrgce management.

We also expect to compete with new entrants twittealization market, which may include partiesremtly selling our products or our
current technology partners. Many of our currert iture competitors have longer operating hisgrigeater name recognition and greater
financial, sales and marketing and other resoutwas do we. We believe our market leadership, latgtomer base, strong partner network,
broad and innovative solutions suite and platfognesstic approach position us favorably to comp#tctvely for the foreseeable future.

Intellectual Property

To date, the United States Patent and Trademarikedfhs issued us 22 patents covering various @spkour server virtualization and
other technologiesThe granted United States patents will expire bagmin 2018, with the latest granted patent exrpitin 2024. We also
have numerous United States provisional and nowigiomal patent applications pending that coveeptspects of our virtualization and
other technologies.

We have been issued trademark registrations ibttied States, the European Community and Japagricgvthe trademarks
VMWARE for use in connection with computer softwackothing and reference materials, and VMWORLDUse in connection with
educational seminars. VMWARE also is our registérademark in Australia, Canada, the Republic ofd&o Mexico, Singapore and Taiw:
We also have trademark applications pending testegthe VMWARE mark in China, India and Israelalifdition, we have registered
trademarks for GSX SERVER and P2V in the UnitedeStand for MULTIPLEWORLDS in Japan.
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We also rely on intellectual property protectiosisch as copyrights and trade secrets.

Despite our efforts, the steps we have taken tteptour proprietary rights may not be adequateréclude misappropriation of our
proprietary information or infringement of our itlextual property rights, and our ability to polisech misappropriation or infringement is
uncertain, particularly in countries outside of thaited States. United States patent filings atenided to provide the holder with a right to
exclude others from making, using, selling or intjpay in the United States the inventions coveredhayclaims of granted patents. Our
granted United States patents, and to the extgnfudire patents are issued, any such future pateat be contested, circumvented or
invalidated in the future. Moreover, the rightsrgead under any issued patents may not provide tisprdprietary protection or competitive
advantages, and we may not be able to preventghities from infringing these patents. Therefthie,exact effect of our patents and the
other steps we have taken to protect our intelidgitoperty cannot be predicted with certainty.

Employees

As of March 31, 2007, we had approximately 3,00pleyees in offices worldwide. Of these employe@graximately 1,100 are
engaged in sales and marketing, 1,100 in reseatid@elopment, 500 in support and services andr8fi@ance, administration and
operations. None of our employees are representéabbr unions, and we consider current employkdioas to be good.

Included in the VMware employees as of March 30)728re approximately 375 EMC employees. We conwittt EMC to utilize
personnel who are dedicated to work for VMware dullatime basis. These individuals are locate@¢dauntries in which we do not currently
have a subsidiary and are predominantly dedicatedit marketing efforts. Additionally, we utilizeMEZ employees in India for our R&D.
We use contractors from time to time for tempo@sgignments and in locations in which we do notenily have subsidiaries. In the event
that these contractor resources were not availaldalo not believe that this would have a matexiberse effect our operations.

Facilities
Our corporate headquarters is located in Palo Al&ifornia. We have nine office leases and suleleas Palo Alto totaling 387,000

square feet of office space. Globally, we haveta wf 39 leases and subleases totaling 610,00érsdaet at this time, of which 17 are leases
through EMC. Currently, we have no owned properties

In addition, we are presently constructing our menporate headquarters in Palo Alto, Californiaobphe consummation of the IPO,
we will purchase from EMC our new headquarter féied for an amount equal to the cost expendedM¢ o date in constructing the
facilities, which totaled approximately $127.0 naoil as of June 30, 2007. This 462,000 square fificeccomplex will be comprised of six
buildings, which are expected to be completed di728nd 2008. We expect to relocate to our new catpdeadquarters site from our sev
existing Palo Alto offices as the leases on thaspegrties expire.

We believe that our current facilities, includingranew headquarter facilities, are suitable andjadt to meet our current needs, and
we intend to add new facilities or expand exisfiagjlities as we add employees. We believe thaablé additional or substitute space will be
available as needed to accommodate expansion ajpauations.

Legal Proceedings

We are a party to legal proceedings which we camsigutine and incidental to our business. Our rgament does not expect the
results of any of these actions to have a matadeaérse effect on our business, results of op&rato financial condition.
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MANAGEMENT OF VMWARE

Executive Officers and Directors
The names of our executive officers and directacstaeir ages as of July 1, 2007 are as follows:

Name Age  Position(s)

Diane B. Green 52 President, Chief Executive Officer and Direc
Carl M. Eschenbac 40 Executive Vice President of Worldwide Field Opesat
Mark S. Peel 49 Chief Financial Officel

Rashmi Gard: 42 Vice President and General Coun

Thomas J. Jurewic 42 Vice President of Financ

Joseph M. Tucc 59 Chairman of the Board of Directa

Michael W. Brown 61 Director

John R. Egal 49 Director

David |. Goulder 48 Director

David N. Strohrr 59 Director

Diane B. Greenéhas been a director of VMware since April 2007 &na member of our Mergers and Acquisitions Conesitt
Ms. Greene is a founder of VMware and has servets &#&esident and CEO from its inception in 1998. Greene has also served as an
Executive Vice President of EMC since January 200&. Greene is also a director of Intuit Inc., ayider of business, financial managernr
and tax solutions for small businesses, consunmet@ecountants.

Carl M. Eschenbachas been the Executive Vice President of Worldwigdd Operations at VMware since May 2005. Priojoining
VMware in 2002, he was Vice President of North AiceiSales at Inktomi from 2000 to 2002. He has hidd various sales management
positions with 3Com Corporation, Lucent Technolsgagad EMC.

Mark S. Peekhas been the Chief Financial Officer at VMware sid@ril 2007. Prior to joining VMware, he served@enior Vice
President and Chief Accounting Officer of Amazomgadnc. from July 2002. Prior to joining Amazon.camApril 2000, Mr. Peek spent
nineteen years at Deloitte & Touche, the last ®ary as a partner.

Rashmi Gardehas been the Vice President and General Couns®aire since September 2005. She joined the comjpaR@01.
Prior to joining VMware, she was Senior Corporatei@sel at Electronics for Imaging, Inc., a printtaghnology company, and was an
associate with Graham & James LLP and Fenwick &tWEB.

Thomas J. Jurewichas been the Vice President of Finance at VMwareesiune 1999 when he joined the company. He astedr
principal financial officer from July 2006 throudtpril 2007. Prior to joining VMware, he was VicedBident of Finance at CMC Industries,
Inc., a contract manufacturer for technology ckent

Joseph M. Tucchas been the Chairman of the Board of DirectolsMivare since April 2007 and is a member of our Mesgand
Acquisitions Committee. He is the Chairman, Chigéé&utive Officer and President of EMC. Prior tjoig EMC in January 2000, Mr. Tuc
served as Deputy Chief Executive Officer of Getesril.V., an IT services company, from June 1998ubh December 1999 and as
Chairman of the Board and Chief Executive OfficeWang Global, an IT services company, from Decani893 to June 1999. Mr. Tucci is
also a director of Paychex, Inc., a provider ofrpllyhuman resources and benefits outsourcingisais.

Michael W. Brownhas been a director of VMware since April 200his chair of our Audit Committee and is a membeowof
Compensation and Corporate Governance CommitteeBiMwn has been an EMC
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director since 2005. From August 1994 to July 1987,Brown served as Vice President and Chief FinrOfficer of Microsoft
Corporation. He was Vice President, Finance of bEoft from April 1993 to August 1994. He joined visoft in December 1989 and sen
as Treasurer from January 1990 to April 1993. Raogoining Microsoft, Mr. Brown spent 18 years WwiDeloitte & Touche LLP in various
positions. Mr. Brown is also a director of Admimifft Inc., a professional employer organizationvisting services such as payroll and
benefits administration, and Thomas Weisel Part@eosip, Inc., a publicly traded investment bank.

John R. Eganhas been a director of VMware since April 200his chair of our Mergers and Acquisitions Commitied is a member
of our Audit Committee. Mr. Egan has been a margqgartner and general partner in Egan-Managed &lapiventure capital firm, since
October 1998. From May 1997 to September 1998 Hdan served as Executive Vice President, Prodactdferings of EMC. From
January 1992 to June 1996, he served as ExecuiteePresident, Sales and Marketing of EMC. Mr. Eigaalso a director of EMC and
NetScout Systems, Inc., a provider of network golieation performance management solutic

David I. Gouldenhas been a director of VMware since April 2007 &nal member of our Audit Committee and our Mergard
Acquisitions Committee. He is Executive Vice Presidand Chief Financial Officer of EMC. Mr. Gouldserved as EMC’s Executive Vice
President, Customer Operations from April 2004 tmist 2006. He served as EMC'’s Executive Vice Besdj Customer Solutions and
Marketing and New Business Development from Novar2B@3 to April 2004 and as Executive Vice Presid&hobal Marketing and New
Business Development from July 2002 to NovembeB260ior to joining EMC, Mr. Goulden served in \aurs roles, including as a member
of the Board of Management, President and Chiefr&@jmg Officer for the Americas and Asia Pacifit Getronics N.V.

David N. Strohmhas been a director of VMware since April 2007this chair of our Compensation and Corporate Govema
Committee and is a member of our Mergers and Adipris Committee. He has been a Venture Partn&reylock Partners, a venture cay
firm, since January 2001 and was a General Paofr@reylock from 1980 to 2001. He is also a GenPaatner of several partnerships forr
by Greylock. Mr. Strohm is also a director of EM@davas a director of LEGATO Systems, Inc. fronfaisnding in 1988 until its acquisitic
by EMC in October 2003.

Board of Directors

Our board of directors is currently composed ofrsembers. The board of directors will be dividei itwo groups, Group | and Group
Il. Each director elected by the holders of ClagsoBimon stock, voting separately as a class, wiliésignated Group | Members. The
remaining directors will be designated Group Il Mmrs. Upon completion of the IPO, Group | Membeillsaonstitute at least 80% of our
board of directors. The board of directors will sist of at least five Group | Members and one Griblygember.

Upon the completion of the IPO, the board of diweswill be further divided into three classes,hngtach class serving for a staggered
three-year term. The board of directors will conefswo class | directors, two class Il directared two class Il directors. At each annual
meeting of stockholders, a class of directors lgllelected for a thregear term to succeed the directors of the sams wlasse terms are tr
expiring. The terms of the class | directors, clasrectors and class Il directors will expirean the election and qualification of successor
directors at the annual meeting of stockholderd Hating the calendar years 2008, 2009 and 20%pendively. On the later of the closing of
the Intel investment, and the earlier of the cortipheof the IPO and September 30, 2007, our boadirectors will appoint a new board
member, an Intel Capital executive to be designlgeltel Capital and acceptable to our board.hat time, our board of directors will
increase the size of the board pursuant to theigioms of our certificate of incorporation.

A company of which more than 50% of the voting poigeheld by a single entity is considered a “coldd company” under the New
York Stock Exchange standards. A controlled compasd not comply with the applicable New York Stasichange corporate governance
rules requiring its board of directors to have
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a majority of independent directors and independentpensation and corporate governance and nomgnedimmittees. Because more than
50% of the voting power of our company will be hBiIdEMC immediately following the IPO, we will quyl as a “controlled company”
under the rules of the New York Stock Exchange. édiately following the IPO, we will avail ourselvekthe controlled company exception
provided under those rules. However, we plan tawm@rily comply with the requirement that we hawveradependent compensation and
corporate governance committee. We are not reqtireshintain compliance with these requirementshénevent that we are no longer a
controlled company, we will be required to haveajarity of independent directors on our board oédiors and to have compensation and
corporate governance and nominating committeesatigatomposed entirely of independent directotsjestito a phase-in period during the
first year we cease to be a controlled company.

Committees of the Board of Directors
Audit Committee

Our Audit Committee consists of Messrs. Brown, @eunl and Egan. Mr. Brown is the chair of the comemitiVessrs. Brown and
Goulden are our Audit Committee financial expeftse New York Stock Exchange corporate governanies mequire that each issuer has an
audit committee of at least three members, andatmaindependent director (as defined in thosesyude appointed to the audit committee at
the time of listing, a majority within 90 days aftesting and the entire committee within one ya#er listing. Mr. Brown is an independent
director. We intend to modify the composition o tommittee as needed to continue to comply witkdtrules.

Our Audit Committee will assist with board overdigii the integrity of our financial statements, @ompliance with legal and
regulatory requirements, our independent audiualifications and independence and the performahoer internal audit function and
independent auditor and prepares the report redjtorbe prepared by the Audit Committee pursuathéaules of the SEC for inclusion in
our proxy statement. Our board of directors wilbpda written charter for the Audit Committee, whige will make available on our websi

Compensation and Corporate Governance Committee

Our Compensation and Corporate Governance Comneittegists of Messrs. Brown and Strohm, each arper#ent director. Our
Compensation and Corporate Governance Committéeeedmmend compensation for non-employee direcemaluate and set
compensation for the Chairman of our board of dines; our executive officers and monitor all gehemmpensation programs. Subject to the
terms of our compensation plans and the conseahidfolders of our Class B common stock to theeggge size of the annual equity award
pool pursuant to the terms of our certificate aforporation, our Compensation and Corporate Govesn&ommittee will have complete
discretion to determine the amount, form, strucamd implementation of compensation payable toeouployees and executive officers,
including, where appropriate, discretion to incezasdecrease awards or to award compensationtahsemttainment of performance goals
and to award discretionary cash compensation autsfithe parameters of our compensation plans.

Our Compensation and Corporate Governance Commuitealso oversee and advise the board of directdth respect to corporate
governance matters, assist the board of direatddentifying and recommending qualified candiddeesnomination to the board of directc
make recommendations to the board of directors re#pect to assignments to committees of the bafadldectors and oversee the evaluation
of the board of directors.

Mergers and Acquisitions Committee

Our Mergers and Acquisitions Committee consistsief Greene and Messrs. Egan, Goulden, Strohm aoci.Tr. Egan is the chair
the committee. Our Mergers and Acquisitions Coneeritteviews with our management potential acquisstidivestitures and investments.
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Director Compensation

On June 29, 2007, we granted 40,000 options tohpgreshares of our Class A common stock to eabtiobfael W. Brown, John R.
Egan and David N. Strohm, our non-employee dirsctdfe have not paid any other compensation to mesyde@ur board of directors for
their services as directors. After completion @& RO, our non-employee directors will receive anual board retainer of $40,000. In
addition, the chairperson of the Audit Committed weiceive additional annual compensation of $26,@hd each other member of the Audit
Committee will receive additional annual comperwadf $12,500. The chairperson of the CompensatimhCorporate Governance
Committee and the chairperson of the Mergers amglisitions Committee will each receive additionahaal compensation of $20,000, and
each other member of these committees will recadditional annual compensation of $10,000. We &i#lb reimburse our directors for
reasonable expenses in connection with attendarimmeed and committee meetings.

Stock Ownership of Directors & Executive Officers

Substantially all of our outstanding common steckurrently owned by EMC and none of our officarslioectors beneficially owns a
shares of our common stock, other than the Classndmon stock owned by our non-employee directoes r@sult of the exercise of options
in July 2007. See “Principal Stockholders.” Thddaling table sets forth information as of June 28)7 with respect to the beneficial
ownership of EMC common stock by each of our doectind executive officers, and all of our direstand executive officers as a group. To
our knowledge, except as indicated in the footntuidhis table or as provided by applicable comrtyupioperty laws, the persons named in
the table have sole investment and voting powdr vespect to the shares of common stock indicated.

Number of Shares of
EMC

Common Stock OZ?;?::&?L

Name Beneficially owned@ Shares
Diane B. Green& 1,136,15. *
Carl M. Eschenbac® 134,71¢ *
Mark S. Peel 0

Rashmi Gard& 53,52( *
Thomas J. Jurewid® 112,00 *
Joseph M. Tucdp) 8,889,20! *
Michael W. Brown® 40,00( *
John R. Egaf® 2,160,59 *
David I. Goulderi® 1,928,94. *
David N. Strohm{0) 731,17¢

Paul Auvil** 19,27¢

All directors and executive officers as a group getsonsy') 15,205,58 *

* Less than 1%
**  Qur former chief financial officel

(1) All amounts shown in this column include shasbtinable upon exercise of stock options curyesiercisable or exercisable within 60
days of the date of this table, including, in tlase of our executive officers, options which argilele to be tendered in the Offe

(2) Ms. Greene is deemed to own 620,000 of thearestby virtue of options to purchase these shat@sh options are eligible to be
exchanged in the Offe

(3) Mr. Eschenbach is deemed to own 3,885 of tehaees by virtue of options to purchase these shatgch options are eligible to be
exchanged in the Offe

(4) Ms. Garde is deemed to own 9,000 of these shayreirtue of options to purchase these shareghndptions are eligible to be
exchanged in the Offe

(5) Mr. Jurewicz is deemed to own 74,194 of thésees by virtue of options to purchase these shat@sh options are eligible to be
exchanged in the Offe
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(6) Mr. Tucci is deemed to own 6,850,000 of these shhyevirtue of options to purchase these shi
(7) Mr. Brown is deemed to own 10,000 of these shayesdrhue of options to purchase these she

(8) Mr. Egan is deemed to own 90,000 of these sharesiue of options to purchase these she

(9) Mr. Goulden is deemed to own 1,390,000 of theseeshay virtue of options to purchase these sh
(10) Mr. Strohm is deemed to own 85,200 of these sHaredrtue of options to purchase these she

(11) Includes 9,132,279 shares of EMC common shecleficially owned by all executive officers andediors as a group by virtue of
options to purchase these shares. Excludes stmtesvhich such individuals have disclaimed benafiawnership

The address of each director and executive offecar/o VMware, Inc, 3401 Hillview Avenue, Palo AJtCA 94304. The business
telephone number of each director and executivieasffs (650) 427-5000.

Recent Transactions in EMC Common Stock

Based on the information available to EMC as ofeJus, 2007, the following table sets forth the $ations in shares of EMC common
stock by directors and executive officers of VMwadreing the past 60 days. The information for Mgak and Mr. Strohm is presented under
“Security Ownership of Management of EMC—RecentiBections in EMC Common Stock.”

Number of
Price per
Name Date Shares Share Transaction
Carl M. Eschenbac 5/14/0; 1,064 $ 11.1¢ Exercise of stock optior
5/14/0 1,064 $ 15.5¢ Sale of share
5/14/0’ 8,93¢ $ 11.1¢ Exercise of stock optior
5/14/01 8,93¢ $ 15.5¢ Sale of share
5/14/0; 1,481 $ 1.27 Exercise of stock optior
5/14/01 1,481 $ 15.5¢ Sale of share
5/14/0; 1,66¢ $ 2.2¢ Exercise of stock optior
5/14/0 1,66¢ $ 15.5¢ Sale of share
Rashmi Gardi 4/26/01 2,77¢ $ 112 Exercise of stock optior
4/26/07 2,77¢ $15.583¢ Sale of share
4/26/07 19,16: $ 1.27 Exercise of stock optior
4/26/0 19,16: $15.583¢ Sale of share
Paul Auvil* 5/31/0 16,50¢ $ 17.0Z Sale of share

* Our former chief financial office

Compensation Committee Interlocks and Insider Parttipation

None of our executive officers has served as auiror member of a compensation committee of d@hgreentity that has an executive
officer serving as a member of our board of diresto
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VMWARE’'S COMPENSATION DISCUSSION AND ANALYSIS

Named Executive Officers

Our named executive officers are Diane B. Greeresiéent and Chief Executive Officer; Thomas Jeulrz, Vice President of
Finance; Carl M. Eschenbach, Executive Vice PregideWorldwide Field Operations; Rashmi Garde,e/Rresident and General Counsel;
and Paul Auvil, former Chief Financial Officer. Teeindividuals are referred to as the “Named Exee@fficers.” Mr. Auvil voluntarily
terminated employment on July 13, 2006.

Background

Prior to June 2007, the elements of the compensafithe Named Executive Officers were determinedpproved by EMC.
Accordingly, certain elements of the compensatiayaple to VMware employees, including the Namedchtiee Officers, relate to
compensation arrangements designed by EMC pridunie 2007. These compensation arrangements, atheelbmpensation arrangements
we have adopted since June 2007 and expect to addphaintain in the future, are discussed below.@mpensation Committee may
adopt new arrangements or alternative arrangen@igs/ing the IPO in addition to those discussetbbe

Obijectives of our Executive Compensation Program
It is expected that the objectives of our executiompensation program will be:
» to motivate our executives to achieve our strategperational and financial goa
e toreward superior performanc
» to attract and retain exceptional executives;
» to align the interests of our executives and ooclgdtolders

To achieve these objectives, our Compensation amgdtate Governance Committee is expected to imghemnd maintain
compensation plans that tie a substantial portfauo executive compensation to the achievemept®fdetermined performance goals and
the price of our Class A common stock. Our Compms&ommittee may adopt other arrangements aayt determine from time to time to
best meet our compensation objectives.

Elements of our Executive Compensation Program
Overview of Compensation Setting Process

Prior to June 2007, compensation for Ms. Green®, wlalso an executive officer of EMC, was deterdibhy EMC’s Compensation
Committee. Except as noted below, compensatioMforGreene was determined by evaluating her raderesponsibility and the competiti
marketplace. EMC’s Compensation Committee did benthmark” Ms. Greene’s compensation to any pdatidavel against the
compensation paid by peer groups, but it did compae elements of her compensation to the comyeetitiarketplace since it reviewed the
compensation paid to similarly situated executategeer group companies. For more information erptier group that was considered in
setting Ms. Greene’s compensation, see “Peer Grbelgiv.

In setting Ms. Greene’s compensation, the EMC Corsgiion Committee also compared the relative weightof her base salary, cash
incentive bonus opportunities and long-term eqgignts and typically placed a strong emphasis ercéish bonus and equity components of
the program. In 2006, base salary and cash bormsrepresented 50% of her annual compensation typty:. In a typical year, her long-
term equity incentives would represent 80% to 90%ev annual compensation opportunity. In 2006, EMCnot grant any long-term equity
incentives to the Named Executive Officers, othantMessrs. Jurewicz and Eschenbach, in lightefdhg-term equity incentives granted in
2005.
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With respect to the Named Executive Officers othan Ms. Greene, EMC’s Compensation Committee wasglinectly involved in
setting their compensation, but did approve thetg@uvards granted to them by EMC. Prior to thestation of our Compensation and
Corporate Governance Committee in June 2007, Mseii&, together with EMC’s and VMware’s human resesidepartments, determined
the compensation levels of these Named Executifieed$ by evaluating each Named Executive Officesle and responsibility and the
competitive marketplace. The competitive marketplfae these individuals was determined by compattiegcompensation of these
individuals to the compensation payable to simjlaituated employees with reference to survey datapiled for North American high
technology companies with revenues of between Bidrband $3 billion, North American software conmi@s with revenues in excess of $1
billion and high technology and software compaimethe San Francisco Bay area with revenues inssxgg$1 billion. Although survey data
was reviewed, compensation was not “benchmarkedhyjoparticular level. In 2006, as in prior yeastrong emphasis was placed on the
cash bonus and equity components of the compengadigable to these executives, but salary genaegiyesents a larger portion of their
overall compensation than in the case of Ms. GreEhe survey data used in assessing the competiiarketplace was provided by a
nationally recognized firm specializing in compeimaprovided by high technology companies. Ov&0R,companies participated in this
survey, with over 250 in the software products Btdy including many of the companies with whomdimrectly compete for talent, such as
BEA Systems, Inc., CA, Inc., Google, Mercury Inttige Corp., Microsoft Corporation, Network Applia Inc., Oracle Corp, SAP Ameri
Symantec Corp, Adobe, Inc., Yahoo! Inc., McAfees. land Business Objects S.A. Our Compensation avei@ance Committee will
determine the list of companies to be includedunampensation analyses going forward.

Peer Group

EMC'’s Compensation Committee, with the assistariées independent compensation consultant, WatsgattWVorldwide (“Watson
Wyatt”), reviewed compensation from published tedbgy industry surveys and from EMC'’s peer groumpanies for purposes of
comparing EMC'’s executive compensation program widrket practices. For 2006, EMC’s compensatiom gasip companies consisted of
20 companies: Accenture Ltd., Adobe Systems Ingaitpd, Analog Devices, Inc., Cisco Systems, Iné, i@c., Computer Sciences
Corporation, Dell Inc., Electronic Data Systems fgawation, Google Inc., Hewlett-Packard Companyeli@orporation, International
Business Machines Corporation, Microsoft Corporatietwork Appliance, Inc., Oracle Corporation, ®e3ystems Corporation, Seagate
Technology, Sun Microsystems, Inc., Symantec Catpam, and Yahoo! Inc.

To select the peer group companies, EMC, in coatsaift with Watson Wyatt, chose companies which catepor talent within EMC’s
labor markets and which are primarily high techgglcompanies with one or more of computer hardwasmputer software or technology
professional services businesses. The peer groupares are reviewed and approved by EMC’s Compiens@éommittee. The majority of
the peers ranged in size from one-half to threesiBMC's size with respect to revenues, marketakgation and/or employee population.
With respect to decisions pertaining to compensataid to Ms. Greene, particular attention was pgithe EMC Compensation Committee
to the software companies in the peer group.

EMC reviewed the executive compensation practi€¢élseopeer group companies in order to inform tMCECompensation
Committee’s decisions with respect to EMC’s exa@itompensation program. The EMC Compensation Ctterrdlid not base its
compensation decisions with respect to compensptgable to Ms. Greene on any particular “benchinafrfkompensation against that paid
by its peer group or any other companies. Our Caorsgiton and Corporate Governance Committee, whkiahthe process of selecting an
independent compensation consultant, may seldetéift peer group companies from those selectdeMy@ and may or may not choose to
“benchmark” compensation at any particular levédtiee to peer companies.

Base Salary

In general, base salaries for the Named Executffieeds are determined by evaluating the respolitsds of the executive’s position,
the executive’s experience and the competitive atatice. The competitive
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marketplace was determined with the use of suregg, és described under “Overview of the Compems&etting Process.” Future base
salary adjustments are expected to take into at@hamges in the executive’s responsibilities,akecutives performance and changes in
competitive marketplace. Effective January 1, 2007 ,Jurewicz’s salary was increased by $5,000MedGarde’s base salary was increased
by $7,500 in light of the factors described above.

Cash Bonus Plans

The Named Executive Officers, as well as many ofesaployees, participate in our Company Bonus Rmmgior the Bonus Program.
The annual target bonus opportunity under the Béttagram has two components, the Revenue and Buafitribution Plan and the
Management by Objectives Plan, or MBO. Althoughdeenot specifically “benchmark” compensation at payticular level relative to our
peer companies, we rely on survey data (includaitg dn base salaries, bonus and on-target eamoimgsition our total compensation,
including the variable compensation component, (ineentive bonus awards), at levels that are caityEewith aggregate compensation
provided to executives in similar positions at camigs with comparable revenue levels and withingamaible geographic areas and
industries. Generally, 50% of a Named Executivad®ffs aggregate bonus opportunity is tied to thigievement of the Company’s goals
under the Revenue and Profit Contribution PlanifoMr. Eschenbach’s case, the goals under theibgslkcompensation arrangement) and
50% of the aggregate bonus opportunity is tiedhéodchievement of the executive’s goals under tBOVHowever, for Ms. Greene, 75% of
her aggregate bonus opportunity is tied to theeagment of the goals under the Revenue and Profitribution Plan and 25% of her
aggregate bonus opportunity is tied to the achiergraof her goals under the MBO.

Revenue and Profit Contribution Plan

Bonus opportunities under the Revenue and Profitti@mtion Plan are directly linked to our revergaals and our profit contribution
goals. Profit contribution is calculated by taki@gAP operating profit, and adding back or subtragtias the case may be, amounts relating
to stock-based compensation, certain charges fiei@,Eamortization of intangibles, including in preseresearch and development charges,
and the net impact of the cash elements of capgthlsoftware development costs calculated pursa&@EAS 86. Bonuses are payable based
upon our achievement of both revenue and profitrdmurtion targets for the first and second halvesaxh year. Revenue and profit
contribution were chosen as the metrics underiais because these are key metrics that drive wsinéss. If a minimum of 80% of each of
the targets is not achieved for each six-monthgperance period, no bonuses are payable out unedédfienue and Profit Contribution Plan.
In addition, as set forth in greater detail belfov,all of our Named Executive Officers, includiMy. Eschenbach, if a minimum of 80% of
each of the revenue and profit contribution targetsot achieved for each six-month performancéogdeno MBO bonuses are paid.

Bonus payments under the plan are determined biiplyirig a participant’'s bonus target by one-hdlftee sum of the plan’s revenue
factor and profit contribution factor. The reverfaetor is determined by dividing the revenue perfance by the revenue target, except that
the revenue factor is increased by 2.5% for evétyby which the revenue target is exceeded. Thetmaftribution factor is determined by
dividing the profit contribution performance by thiofit contribution target. The maximum revenuetéa and profit contribution factor are
each 150% of the applicable target, such that #emum amount of bonus payments would be madetufasdperformance equals or exceeds
150% of target. The first half revenue and pradihtzibution targets for 2006 under the RevenueRuadit Contribution Plan were
$257,400,000 and $67,600,000, respectively; therebhalf revenue and profit contribution targetsZ006 were $337,500,000 and
$82,400,000, respectively. Ms. Greentdrget cash bonus opportunity under the Revemdi€eofit Contribution Plan was $262,500 for 2C
with $131,250 for each of the first and second &sWs. Greene received a first half payment ob$283 because VMware achieved 112
of its revenue target and 122.4% of its profit cifmition target for the first half of 2006; Ms. @ree received a second half payment of
$196,426 because VMware achieved 124.6% of itswexé¢arget and 149.3% of its profit contributiorgt for the second half of 2006.
Bonuses
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payable under the Revenue and Profit Contributian Rere calculated in the same manner for ther dlaened Executive Officers who
participated in the plan, except that Mr. Auvilisst half 2006 bonus was capped at his first fealjét bonus under the plan. The bonus
opportunity for the first and second halves of 20@8e equal to the 50% of the annual targets f06Z0r each of the Named Executive
Officers who participated in the Revenue and P@dihtribution Plan.

The bonuses earned under this program for 2008etrf@rth in the “Summary Compensation Table” (NEmquity Incentive Plan
Compensation Earnings) and, as noted above, reypraskievement of more than 100% of the profit dbation target and the revenue target
for 2006. The threshold, target and maximum bommodunities for each of the Named Executive Offider 2006 are set forth in the table
entitled “Grants of Plan Based Awards.”

Mr. Auvil was not eligible for a second-half borass a result of his voluntary termination of empl@yrnin July 2006. Mr. Eschenbach
does not participate in the Revenue and Profit @mrtton Plan portion of the Bonus Program sincepsdicipates in a bookings
compensation arrangement, as described below.

The 2007 annual bonus opportunity for each of thenlid Executive Officers who participate in the Reaxeand Profit Contribution
Plan are unchanged from 2006. The first half reeesmd profit contribution targets for 2007 undexr Revenue and Profit Contribution Plan
were $480,000,000 and $130,100,000, respectiviedyse¢cond half revenue and profit contributiongtgdor 2007 are $570,000,000 and
$149,600,000, respectively. These targets, asagdlhie 2006 targets, have been set in connectibrBMC’s board of directors’
consideration and approval of our annual opergiiag.

Management by Objectives Plan

The MBO provides many of our employees, including Mamed Executive Officers, with the opportunityetarn first- and second-half
cash bonuses contingent upon corporate achieveshestenue and profit contribution targets underevenue and Profit Contribution P
and individual achievement of performance goalg tive same period, except that Mr. Eschenbach’s MdBRus is tied solely to the
achievement of the targets under the Revenue afid €ontribution Plan because his duties are pripselated to sales and the Revenue
Profit Contribution Plan encourages both growtkates and growth in profitable sales. Although Eschenbach’s MBO bonus is tied to the
achievement of targets under the Revenue and R¥ofitribution Plan, Ms. Greene had discretion fostchis MBO bonus based upon her
assessment of his overall execution against thep@ayris strategy. Mr. Eschenbach is not providedh aity additional bonus opportunity
under his MBO bonus if the targets under the Regemd Profit Contribution Plan are exceeded. Tiragny purpose of the MBO is to focus
our employees on the completion of goals thatélp us achieve our long-term strategic objectives.

Performance of at least 80% of each of the revamdeprofit contribution targets under the Revemu Rrofit Contribution Plan is
required in order for the MBO to be funded. Additidly, achievement of at least 80% of the MBO gdml®quired to receive the threshold
level of MBO bonus; if the executive achieves parfance at or above the 80% threshold level, bgttlegn the target level of performance,
the executive’s MBO bonus payment will be equah® corresponding percentage of the target MBO amdine number of goals that may
be assigned under the MBO for each six-month parawdvary, as well as the relative weighting assipto the goals.

The number of individual performance goals assignatie Named Executive Officers in the first ardand halves of 2006 varied, but
typically between four and eight individual perf@ante goals were assigned in each six-month peévledGreene evaluated whether these
performance goals were achieved by the other Na&wedutive Officers, and EMC determined whether Bieene$ performance goals we
achieved. Ms. Greene’s individual performance goalkided, and her performance was evaluated wipect to, the consistent execution of
the business plan, maintaining industry leadergtapinering with industry vendors and attracting egtaining key talent in the industry. Mr.
Jurewicz’s individual performance goals included ais
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performance was evaluated with respect to, leatfiagplanning and budgeting process, project managermplementing and achieving
compliance goals and financial forecasting. Ms.deé&r individual performance goals included, andgeformance was evaluated with
respect to, supporting patent applications, protiugiches and the establishment of legal entitigsiade of the United States.

Except as noted below, each of our Named Exec@ifieers received their target bonuses for the fired second halves of 2006 under
the MBO because they achieved all of their indigidquerformance goals and because the MBO wasfiuliged as the revenue and profit
contribution targets under the Revenue and Prafittfibution Plan were exceeded. Mr. Auvil receieepayment equal to 80% of his first-
half target since not all of his individual perfaante goals were achieved. Mr. Auvil was not eligitor a second-half bonus given his
termination of employment in July of 2006.

Although achievement of the MBO goals for eachhef Named Executive Officers requires significard anstained effort, it is
expected that individual performance goals undeMIBO will be achieved by the Named Executive Gfficand, historically, these goals
have been achieved by the Named Executive Officers.

Bookings Compensation Arrangement

Mr. Eschenbach also participates in our worldwidekings compensation arrangement under which kgible to receive
commissions based on bookings in the first andretbalves of each year. For the first half of 20@6, Eschenbach could earn a commis
of $61,250 if bookings of $325,000,000 were achievithe commission rate was the ratio of the talpgetus commission divided by the
bookings target for the six-month performance pkftbe “Commission Rate”). For performance in esagfsthe firsthalf bookings target ar
up to 110% of the first-half target, the Commissitate was doubled for all bookings in excess oPA@d target, and for performance in
excess of 110% of target, the Commission Rate rg@ed for all bookings in excess of 110% of tardg&ihce bookings in the first half of 2C
exceeded the first-half target, Mr. Eschenbachivedea first-half payment of $67,545. For the setbalf of 2006, Mr. Eschenbach could
earn a commission of $61,250 if bookings of $400,000 were achieved and could also receive incdees@mmissions for performance in
excess of target, as described above. Since baokirthe second half of 2006 exceeded the secolfidanget, Mr. Eschenbach received a
second-half payment of $129,736. There is no mamirpayout under the arrangement because the coromissnus is tied to bookings
which are not capped. The bookings targets wergsEinnection with EMC’s board of directors’ camsiation and approval of our operating
plan for 2006. Mr. Eschenbach'’s targets were skevals which, in the board’s view, could probablyachieved with sustained effort.

Mr. Eschenbach also received a discretionary bantiee amount of $112,500 from EMEChief Executive Officer in recognition of |
strong performance in 2006.

The design of Mr. Eschenbach’s bookings compensaticangement for 2007 is generally unchanged,pxbat effective April 1,
2007, Mr. Eschenbach can earn first- and secorftcbaimissions of $100,000 if the applicable bookiteygets are achieved. The
Compensation and Corporate Governance Committe®wagypthe increase in the amount of commissionglhwbould be earned by Mr.
Eschenbach if he achieves the new bookings taegétblished under our 2007 operating plan to erthatéhis cash compensation
opportunity is commensurate with the competitivekmtiand appropriately reflects his contributiond éeadership in driving VMware’s
strong financial performance. The first half boasrarget for 2007 was $610,000,000. The bookiagget and the design of the arrangement
for the second half of 2007 has not yet been debean
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Long-Term Equity Incentives

We believe strongly that equity awards will aligne interests of our employees with those of ourldtolders. To facilitate this
alignment, our board of directors adopted the 2B§uity and Incentive Plan on June 5, 2007 and bdw®ezed this Offer, which will allow
our eligible employees to tender restricted EMClstor vested and unvested EMC options for resttidtlware stock or unvested VMware
options, respectively.

In June and July 2007, we made broad-based equéyda to our employees to help us achieve ouregfi@bbjectives by:
* motivating our employees, including the Named ExieeuOfficers, to achieve our financial goe
« promoting retention through the use of n-year vesting schedules; a

« aligning the interests of our employees, includimg Named Executive Officers, with our stockholdeesause the value of our
equity awards will be tied to increases in the gadfiour Class A common stoc

Our employees, including the Named Executive Offichave also been granted EMC stock options, EM§IrRted Stock and EMC
performance-accelerated restricted stock, or PAR2006, the only Named Executive Officers to reeetquity awards from EMC were
Messrs. Jurewicz and Eschenbach. EMC has not granieequity awards in 2007 to the Named Exec@ifficers in light of the adoption of
our 2007 Equity and Incentive Plan.

The stock options granted by EMC to our Named EtteeOfficers vest at the rate of 20% per year acheof the first five
anniversaries of the grant date, subject to thipiertt’s continued employment. The stock optionsengranted with an exercise price equal to
the underlying value of EMC stock on the date afngrin 2006, Mr. Jurewicz was granted an optiopuahase 20,000 shares. In 2006,
Mr. Eschenbach was granted a stock option to psecthd5,000 shares and a restricted stock awardiegwetotal of 125,000 shares. Subject
to continued service, one-third of the restrictedres will vest on each of the first three anniages of the date of grant. Mr. Eschenbach was
granted these equity awards in light of retentionoerns and in recognition of his responsibiliaesl performance.

In 2004, the only Named Executive Officer to bengeal PARs was Ms. Greene. EMC granted PARs td sileoNamed Executive
Officers in 2005. The PARs granted by EMC to thendd Executive Officers and to our other employezst wn the fifth anniversary of their
grant date, subject to the continued employmeth@fiward recipient. A portion of the PARs may \&sin accelerated rate, generally with
respect to one-third or one-quarter of the undegyshares in each of the first three or four yéalfswing grant, if annual performance goals
are met. In 2004, Ms. Greene was granted 137,50sPAhe EMC Compensation Committee approved thelerated vesting of ontdird of
these PARs in respect of 2006 performance sincachieved the combined first- and second-half targatler the Revenue and Profit
Contribution Plan.

The PARS granted in 2005 to the Named Executivic@¥ required VMware to achieve profit contributialefined as net income
before taxes, interest expense and amortizatigmtarigible assets, of $143 million and revenue5&Gmillion in 2006 in order for the 2006
tranche of the award to vest on an accelerated bHsese goals were established in 2005. Since thegets were achieved, the 2006 tranche
of these awards vested on an accelerated bashe base of Mr. Eschenbach, the accelerated vesiti®@,000 of the PARs granted to him in
2005 were subject to EMC's achievement of earnpagsshare targets. Since EMC achieved its 2006regper share target of 63 cents, the
2006 tranche of this award vested on an accelelstsid.

As described below under “Exchange Offer,” VMwanapboyees may tender their EMC equity awards for Vievequity awards.
Through May 2007, the terms and conditions andsibe of the equity awards granted to the Named EirexOfficers were approved or
determined by EMC. Since June 2007, the terms and
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conditions and the size of VMware equity awardsehlagen, and in the future will be, determined qraped by our Compensation and
Corporate Governance Committee, subject to theertrts the holders of our Class B common stock&oaggregate size of the annual eq
award pool pursuant to our certificate of incorpiora

2007 Equity and Incentive Plan

Our board of directors adopted the 2007 Equity landntive Plan on June 5, 2007. The plan is a cehgsive incentive compensation
plan which permits us to grant both equity-basetiraam-equity based compensation awards to emplametindependent contractors of
VMware and its subsidiaries, to certain employddsMC who are assigned to perform services excélgifor VMware and to our directors.
The purpose of the plan is to attract, motivate raain such persons and to encourage stock owpdrgtsuch persons, thereby aligning tt
interest with those of our stockholders.

Awards under the 2007 Equity and Incentive Plan bmjn the form of stock options (either incentsteck options or non-qualified
stock options), or other stock-based awards, inetudwards of restricted stock, restricted stociksuend stock appreciation rights. The plan
also provides for the grant of cash-based awaras fallowing is a summary of the principal typesaefards available under the plan:

» Stock Options.Stock options represent the right to purchaseeshafrour Class A common stock within a specifiedqad of time
at a specified price. The exercise price for akstition will be not less than 100% of the fair ketrvalue of the common stock
on the date of grant. Stock options will have a imaxn term of ten years from the date of grant. Stations granted may
include those intended to “incentive stock optior” within the meaning of Section 422 of the Ca

* Restricted Stock and Restricted Stock Ul Restricted stock is a share of our Class A comstock that is subject to a risk of
forfeiture or other restrictions that will lapsebgect to the recipient’s continued employment @ ditainment of performance
goals. Restricted stock units represent the rigiieteive shares of our Class A common stock irittwee (or cash determined by
reference to the value of our Class A common stagkh the right to cash or future delivery of thlgares also subject to the
recipien’s continued employment or the attainment of peréoroe goals

» Stock Appreciation RightsStock appreciation rights entitle the holder upaarcise to receive cash or shares of our Class A
common stock having a value equal to the exce§$ tfe value of the number of shares with respaethich the right is being
exercised (which value is based on fair marketevalithe time of such exercise) over (ii) the eiserprice applicable to such
shares. The exercise price for a stock appreciaitibrn will be not less than 100% of the fair markelue of our Class A common
stock on the date of grat

» Other Stock-Based or Cash-Based Awar@sir Compensation and Corporate Governance Conawiitebe authorized to grant
awards in the form of other stock-based awardgtmracash-based awards, as deemed to be considtertihe purposes of the
2007 Equity and Incentive Plan. The maximum valis#ne aggregate payment with respect to cash-basadds under the 2007
Equity and Incentive Plan in respect of an annedigsmance period is $5 milliol

The maximum number of shares reserved for the gnasgttiement of awards under the 2007 Equitylanédntive Plan is 80 million,
and not more than 3 million shares may be gramethy plan participant under the plan in any twahanth period, subject in each case to
adjustment in the event of a dividend or otheniftigtion, recapitalization, stock split, reversditspeorganization, merger, consolidation,
spin-off, combination, repurchase or share exchangd¢her similar corporate transaction. In additio the shares referenced in the preceding
sentence, the shares subject to awards grantedgmuit® this Offer will be issued under the planyAhares subject to awards which are
cancelled, forfeited or otherwise terminated ors§ied without the issuance of shares will agairabailable for grants under the plan.

Our Compensation and Corporate Governance Comnaitbeénisters the 2007 Equity and Incentive Plare Tompensation and
Corporate Governance Committee has the abilitgetect individuals to receive awards;
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select the types of awards to be granted; deterthsnéerms and conditions of the awards, includirgnumber of shares, the purchase price
of the awards, and restrictions and performancésgedating to any award; establish the time whenawards and/or restrictions become
exercisable, vest or lapse; determine whether optiall be incentive stock options; and make dflestdeterminations deemed necessary or
advisable for the administration of the plan. Th@1Pensation and Corporate Governance Committeegnaany awards which, in the event of
a “change in control” of VMware, become fully vesdtend exercisable.

Under the 2007 Equity and Incentive Plan, awardsyanerally non-transferable other than by wilbpithe laws of descent and
distribution. However, our Compensation and Corfoovernance Committee in its sole discretion grayt transferable nonqualified st
options that upon becoming fully vested and exaldesmay be transferred to a third-party pursuaaintauction process approved or
established by VMware.

Our board of directors may amend, alter or discartithe 2007 Equity and Incentive Plan, but no almamt, alteration or
discontinuation will be made that would impair tights of a participant under any award grantedh@tit such participant’s consent. In
addition, stockholder approval may be required wétspect to certain amendments, due to stock egehartes or requirements of applicable
law. The 2007 Equity and Incentive Plan, unlessisoterminated by our board of directors, will rémia effect through the tenth
anniversary of its adoption.

In anticipation of becoming a public company, imgand July 2007, our Compensation and Corporatei@ance Committee made
broad-based grants to our employees of optionsitthpse 35,679,411 shares of Class A common stitlhkaw exercise price of $23.00 per
share and issued 452,676 restricted stock unitsrithé 2007 Equity and Incentive Plan. Subjecbittioued employment, 25% of the stock
options will vest on the first anniversary of theugt date and the remaining 75% of the stock optieitl vest in equal monthly installments
thereafter over three years. Our active Named BikecOfficers, as well as Mr. Peek, our Chief Fioiah Officer, received the following
stock option grants:

Shares Subject t

Name Stock Options

Diane B. Green 1,000,00i!
Carl M. Eschenbac 350,00(
Mark S. Peel 250,00(
Rashmi Gard: 200,00(
Thomas J. Jurewic 100,00(

Additionally, on June 29, 2007, we granted 40,0p0oms to purchase shares of our Class A commark stith an exercise price of
$23.00 per share to each of Michael W. Brown, RhEgan and David N. Strohm, our non-employee tbrec The stock options are
immediately exercisable upon grant and will terrtéribnot exercised within one year of the grarted&hares acquired upon exercise of t
options will be subject to our right of repurchas¢he per share exercise price if the directaniteaites service other than for death or
disability. The repurchase right will lapse witlspect to one-third of the shares on each of teetfiree anniversaries of the grant date.

Employee Stock Purchase Plan

On June 5, 2007, our board of directors adopteehaployee stock purchase plan that is intended tpuléfied under Section 423 of t
Code. A total of 6,400,000 shares of our Class #&eahwas reserved for issuance under the plan.riimel@lan, our employees will be able
purchase shares at the lower of 85% of the faiketaralue of the stock at the time of grant or 85%he fair market value at the time of
exercise. Options to purchase shares will firsgtamted under our employee stock purchase plaheoddte the IPO is consummated and will
be exercisable on December 31, 2007. Thereaftégnsto purchase shares will be granted twicelyean or about January 1 and July 1,
and will be exercisable on or about the succeedlimg 30 or December 31.
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Retirement Benefits

Our employees, including our Named Executive Officare not provided with a defined benefit pengilam or any supplemental
executive retirement plans, nor do we or EMC preutte Named Executive Officers with retiree hebihefits. Our employees, including
our Named Executive Officers, currently may papéte in EMC’s 401(K) plan. This plan provides fanatching contribution of 6% of the
employee’s contribution, up to a maximum of $3,p@0 year. The 401(k) plan is provided as a standimient of compensation in the
marketplace, designed to assist employees wittenaéint savings in a tax-advantaged manner. A nragatontribution is made to attract and
retain employees and because it provides an additincentive for employees to save for retirem#ns expected that shortly after the
consummation of the IPO we will adopt a 401(k) fianour employees and this plan will be similadigsign to EMC’s 401(k) plan.

Perquisites

Except for reimbursing moving expenses and progidiar temporary relocation expenses, we do notigeogny perquisites to our
Named Executive Officers. These limited perquisetesprovided to attract executives to Palo Alteegithe high cost of relocating to the F
Alto area.

Post-Termination Compensation

Except for Mr. Jurewicz, who is entitled to a sewvare payment equal to three months of his annlalysé his employment is
terminated without cause, we do not have “changminrol” agreements or any severance agreements with ouedBrecutive Officers th
provide for benefits upon termination of employmentipon a change in control. However, death benafie provided to our employees by
EMC, and EMC equity awards granted to our employgBsest in event of death, disability or retirent. In addition, EMC equity awards
held by our employees will vest in accordance \EMC’'s 2003 Stock Plan in limited circumstances hsas where EMC is liquidated or
dissolved, or if EMC is not the surviving corpoaatito a merger and the surviving corporation dagsssue replacement awards.

Tax Deductibility

Section 162(m) of the Internal Revenue Code gelyadaallows a tax deduction to public corporatidoscompensation greater than
million paid for any fiscal year to the corporati®chief executive officer and four other most Higbompensated executive officers as of the
end of any fiscal year. However, performance-basedpensation is not subject to the $1 million déidndimit if certain requirements are
met. Our Compensation and Corporate Governance @teermay consider the impact of Section 162(m)mthesigning our cash and eqt
bonus programs, but may elect to provide compenrsdtiat is not fully deductible as a result of 8sctl62(m) if it determines this is in our
best interests.

Hedging Policy

We have adopted a policy prohibiting any of ouediors or employees, including the Named Execu@iffecers, from “hedging” their
ownership in shares of our common stock or otheitgdpased interests in us, including by engagimghiort sales or trading in derivative
securities relating to our common stock.

Allocation Between Forms of Compensation

In setting compensation for the Named Executivec®f§, EMC does not have a formal policy for alkiuga certain percentage of
compensation between long-term and currently paiccompensation. However, EMC has emphasized lemg-equity incentives for its key
employees. These incentives represent a largeoparfithe compensation opportunity provided toNtaened Executive Officers. We expect
that our Compensation and Corporate Governance Qibeerwill place a similar emphasis on long-ternuigg
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incentives, and like EMC, will not adopt a formallipy for allocating between cash and non-cash aarsation. The Named Executive
Officers did not receive any non-cash compensdtimm EMC in 2006 other than shares of EMC’s comrstatk. Except for non-cash
compensation payable in shares of our Class A camstaxk, we do not expect that non-cash compemsatibmake up more than a de
minimis portion of the compensation payable toNlaened Executive Officers.

Material New Hire

In April of 2007, we hired Mark Peek as our Chi@idhcial Officer at an annual base salary of $400&nd with an annual bonus tar
of $225,000 under the Bonus Program. Mr. Peek vedek sign-on bonus of $67,000 net of taxes arnd&dkive relocation assistance of
$7,000 per month for the first 24 months of his Empment. We also agreed to grant Mr. Peek optionsurchase 250,000 shares of our
Class A common stock on the date of the consummafithe IPO; however, since our Compensation amg&@ate Governance Committee
decided to grant stock options in advance of tl@, fRese options were granted to Mr. Peek on JugeQ7.

In respect of equity that Mr. Peek forfeited whenléft his prior employer, EMC had agreed to gidntPeek EMC restricted stock
awards with a value equal to the value of the stgations and restricted stock that Mr. Peek foefitMr. Peek subsequently agreed that in
lieu of these EMC equity awards he would insteadfamted 433,216 VMware restricted stock units utlde 2007 Equity and Incentive Pl
Mr. Peek’s restricted stock units have terms thavide for 3-year cliff vesting, with the opporttyior one-third of the restricted stock units
to vest on the first two anniversaries of the gidate if the targets under the Revenue and Profiti@ution Plan for the second half of 2007
are achieved. In addition, the restricted stocksunill immediately vest if, following a change @ontrol of VMware, Mr. Peek’s employment
is terminated without cause or Mr. Peek terminhte®mployment because his duties have been dineidisuch that he no longer serves as a
chief financial officer of a public company. Thesgstricted stock unit awards were granted to MekRe recruit him from his prior employze
Going forward, it is not expected that the struetor amount of his compensation will be materidifferent from that provided to our Named
Executive Officers.
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COMPENSATION OF VMWARE EXECUTIVE OFFICERS

Summary Compensation Table

The table below summarizes the compensation infoéoman respect of VMware’'s Named Executive Offiedor the fiscal year ended
December 31, 2006. The amounts shown in the Steckrds and Option Awards columns show the cost meized under FAS 123R in
respect of awards from prior years, not the aduabunts paid to or realized by the Named Exec@ifficers in 2006. For more information
on FAS 123R, see footnote 1 below.

Change in
Pension
Value and
; Nonqualified
Non-Equity
Stock Option Incentive Plan c Deferred_ All Other
ompensatior
Name and Salary Bonus Awards @ Awards @ Compensation(® Earnings  Compensation® Total
Principal Position Year $) $) $) $) $) ($) ($) ($)
Diane B. Greene 200¢ 350,00( — 4,222,82. 1,394,56 449,70¢ — —  6,417,09!
President and Chief Executiv
Officer
Thomas J. Jurewicz 200¢ 207,50( — 203,59! 20,96: 68,95¢ — 3,00C 504,01
Vice President of Finant
Carl M. Eschenbach 200€¢ 355,00( 112,50(4 921,53« 134,59: 319,78: — 3,00C 1,846,40!
Executive Vice President of
Worldwide Field Operation
Rashmi Garde 200¢ 250,00( — 326,02 17,15( 89,19« — 3,00C 685,37
Vice President and General
Counsel
Paul Auvil ® 200¢ 151,87 — 58,33: 37,27¢ 49,50( — 2,25C 299,23

Former Chief Financial Office

(1) The amounts shown represent the compensatsin far financial reporting purposes of previouglgnted EMC stock awards and EMC
stock options recognized for the year ended DeceBihe?006 under FAS 123R, rather than an amoudttpaor realized by the Named
Executive Officer. The FAS 123R value as of thengdate for stock awards and stock options is shoear the number of months of
service required for the grant to become non-ftatée. The amount disclosed disregards estimatésfeitures of awards that are
otherwise included in the financial statement répgrfor such awards. Ratable amounts expensestdok awards and stock options that
were granted in years prior to 2006 are also reftbn this column. There can be no assurancahlbdtAS 123R amount will ever be
realized. Given his termination of employment, Muvil forfeited 150,000 shares of restricted stackl stock options for 100,000 sha

(2) Represents incentive compensation earned éofishal year ended December 31, 2006 under thegBrogram. $87,500, $22,000,
$28,750, $122,500 and $37,500 was earned unddfBt component of the Bonus Program by Ms. Greene Advil, Mr. Jurewicz,
Mr. Eschenbach and Ms. Garde, respectively. $3@2 97,500, $40,209, and $51,694 was earned uhdd&evenue and Profit
Contribution Plan component of the Bonus Progranvisy Greene, Mr. Auvil, Mr. Jurewicz and Ms. Gardespectively. Mr. Eschenba
earned $197,281 under his bookings compensatiangement. For more details on the Bonus Prograar\@dware’'s Compensation
Discussion and Analys—Cash Bonus Plar”

(3) Represents a matching contribution to the EMC 40gian.

(4) Represents a discretionary bonus paid to Mr. Edidenat the discretion of EN's Chief Executive Officel

(5) Mr. Auvil voluntarily terminated employment on Jul3, 2006
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Grants of Plan-Based Awards

The following table sets forth information concermpinon-equity incentive plan grants to the Nameedaiive Officers during the fiscal
year ended December 31, 2006. The-equity incentive plans consist of the bonus pltuas are described in “Compensation Discussion and
Analysis—Cash Bonus Plans.” The actual amountizeziin respect of the nagguity plan incentive awards in respect of the 2§l yea
are reported in the Summary Compensation TablerthdeNon-Equity Incentive Plan Compensation coluiiime table also sets forth
information with respect to stock awards and optisrards granted by EMC during the fiscal year eridedember 31, 2006.

Al
Other Grant
Estimated Possible Estimated Future Stock All Other :
. . Date Fair
Payouts Under Payouts Under Awards: Option Exercise
; . 4 . Value of
Non-Equity Incentive Equity Incentive Number Awards: or Base Stock
Plan Awards Plan Awards of Shares Number of Price of and
of Stock  Securities Option Option
Grant  Threshold Target Maximum Threshold Target Maximum or Underlying Awards
Name Date $) ) ) ) #) #) Units (#) Options (#) ($/sh) Awards )
R N/A 70,000 87,50 87,50(® — — — — — — —
N/A 210,000 262,50(  393,75()
Thomas J. Jurewicz 5/3/200¢ — — — — 20,009  13.37 93,29t
N/A 24,90 31,12t 31,1242
N/A 24,900 31,12t 46,68
el 5/3/200¢ — — — 125000 125000 1337 225434
N/A 98,000 122,50 122,50
N/A N/A  122,50( N/A®©
Rashmi Garde N/A 30,000  37,50( 37,50(® — — — — — — —
N/A 30,000  37,50( 56,25(%)
LAt N/A 44,00 55,00( 55,00(® — — — — — — —
N/A 44,000 55,00 82,50(

(1) This column reflects the grant date fair vatoenputed in accordance with FAS 123(R) of the smutkon and restricted stock grants in this table.

(2) The amounts shown in the threshold and target amduraflect the amounts that would be paid if thiviidual and corporate goals were achieved in itts¢ &ind second halves of 2C
under the MBO pursuant to the Bonus Program athtfesshold 80% level and the target 100% level. dim@unts in the target and maximum columns areaheecause the MBO
does not provide for any additional payments fograchievement of goals. For more information onNH&O, see “VMware’s Compensation Discussion andlpsia—Cash Bonus
Plans”

(3) The amounts shown in the threshold, targetraagimum columns reflect the minimum, target and imaxn bonuses payable under the Revenue and PufitriBution Plan
pursuant to the Bonus Program for the first andisédalves of 2006. The threshold payment is 80%hetarget bonus payment and the maximum bonus@atyis 150% of the
target bonus payment. For more information on teeeRue and Profit Contribution Plan, see “VMwai@@mpensation Discussion and Analysis—Cash BonussPla

(4) Mr. Jurewicz was granted stock options for P0,8hares. One-fifth of these stock options wiitven the first five anniversaries of the date mfing subject to continued employment.

(5) Mr. Eschenbach was granted stock options férd@ shares and was granted 125,000 shares ottedstock. Onéifth of these stock options will vest on the fifste anniversarie
of the date of grant subject to continued employtm®ne-third of the restricted shares will vesttbe first three anniversaries of the date of grambject to continued employment.

(6) The amount shown in the target column refléoesamount that would be paid under Mr. Eschenlsalsbbkings compensation arrangement if the targe¢wet. There is no
minimum or maximum payout under the arrangemenab®e the bonus is tied to bookings which are nigjestito a floor or a cap.
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Outstanding Equity Awards at Fiscal Year-End

The following table sets forth information conceriEMC stock options and EMC stock awards heldhieyNamed Executive Officers
as of December 31, 2006. The market and payouesdbr unvested stock awards are calculated basadmarket value of $13.20 per share
(the closing market price of EMC’s common stockDetember 29, 2006) multiplied by the number of sh@ubject to the award. All stock
options shown in this table vest at the rate of 2@%oyear over the first five years of the ten-yaation term, subject to the Named Executive
Officer’s continued employment. For more information equity awards made to the Named Executive@fisee “Compensation
Discussion and Analysis—Long-Term Equity IncentiVes

Option Awards Stock Awards
Equity
Incentive
Equity Plan
Incentive  Awards:
Plan Market
Awards:  or Payout
Number
Equity of Value of
Incentive Unearnec Unearnec
Plan
Awards Number Shares, Shares,
Number of Number of of Shares Market Units or Units or
Securities Number of Securities or Units Value of Other Other
Underlying Securities Underlying of Stock Shares or Rights Rights
Unexercisec  Underlying Unexercisec  Option Held Units of That That
Unexercised Exercise Option That Stock Held Have Not Have Not
Options Options Unearned Expiration Have Not That Have
#) #) Options Price Vested Not Vested  Vested Vested
Name Exercisable Unexercisable (#) $) Date ™ (#) ($) (#) $)
Diane B. Greene 80,00( 320,00(@ — 14.4¢  7/22/201' 541,66(3) 7,149,99 — —
160,00( 240,00 — 12.85 10/28/201.
200,00( 300,00(®) — 11.1¢  4/29/201:
Thomas J. Jurewicz — 20,00(® — 13.37  5/3/201¢ 30,00(" 396,00 — —
3,00(¢ 4,50(® — 11.1¢  4/29/201-
26,63: — — 1.27 4/14/201:
12,42¢ — — 1.27 5/16/201.
26,63 — — 1.27 1/17/201.
Carl M. Eschenbach — 125,00(®) — 13.37  5/3/201¢ 201,25 2,656,501 — —
— 30,00(®) — 11.1¢ 4/29/201-
7,214 — — 2.2€ 12/10/201.
3,70C — — 1.27 4/14/201:
Rashmi Garde 6,00( 9,00(® —  11.1¢  4/29/201< 62,50(®  825,00( — —
6,214 — — 1.27 4/14/201.
12,94° — — 1.27 3/13/201.
2,77¢ — — 112 1/19/201:

Paul Auvil — — — — — — _ _ _

(1) The grant date of each stock option is ten yeaos tw its expiration date
(2) One-quarter of these options will vest on each of A#yof 2007, 2008, 2009 and 2010, subject to coatiremployment

(3) Ms. Greene was granted 137,500 PARs on Ocfe2004 and 600,000 PARs on July 22, 2005. Sutjemtntinued employment, the
PARs will fully vest on the fifth anniversary ofagt; provided, however, that the PARs granted b¥2Day vest at an accelerated rate
with respect to one-third of the underlying shanesach of the first three years following granaifnual performance goals are met and
the PARs granted in 2005 may vest at an acceleratedvith respect to one-quarter of the underlghares in each of the first four
years following grant if annual performance goasraet. On January 30, 2007, -third of the PARs granted in 2004 vested as altresu
of the achievement of the underlying performanca émr 2006. On January 30, 2007, one-quarter®PARs granted in 2005 vested
due to the achievement of the performance go&@06. One-quarter of the PARs granted in 2005 dgsti®r to the end of 2006 in
light of strong VMware performance in 2005 and le¢a development of a new product and its avaitglil 2006.
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(4)
()
(6)
(7)

(8)

(9)

One-third of these options will vest on each of Octob&rf 2007, 2008 and 2009, subject to continuepleyment.
One-third of these options will vest on each of Api®l @ 2007, 2008 and 2009, subject to continued eympént.
One-fifth of these options will vest on each of May 2607, 2008, 2009, 2010 and 2011, subject to naeti employmen

Mr. Jurewicz was granted 40,000 PARs on May2DD5. Subject to continued employment, the PARIsfully vest on the fifth
anniversary of the date of grant; provided, howetraat the PARs may vest at an accelerated rateresipect to one-quarter of the
underlying shares in each of the first four yeatkWing grant if annual performance goals are rdet.January 30, 2007, one-quarter of
the PARs granted in 2005 vested due to the achientof the performance goal for 2006. The vestihgne-quarter of the PARs
granted in 2005 vested prior to the end of 200&imt of strong VMware performance in 2005 and ble¢a development of a new
product and its availability in 200

Mr. Eschenbach was granted 125,000 shareswuiated stock on May 3, 2006. One-third of thesares will vest subject to continued
employment on each of May 3, 2007, 2008 and 2009 Bdchenbach was granted 105,000 PARs on MayQDA. Bubject to continue
employment, these PARSs will fully vest on the fithniversary of grant; provided, however, that3dg00 of these PARs may vest at
an accelerated rate with respect to one-third @futiderlying shares in each of the first three yéalfowing grant if annual performance
goals are met and 75,000 of these PARs may vest atcelerated rate with respect to one-quartttreofinderlying shares in each of the
first four years following grant if annual performee goals are met. One-third of the 30,000 PARstgdain 2005 vested in 2006 as a
result of the achievement of the underlying perfanoe goal for 2005 and one-quarter of the 75,00R$granted in 2006 vested prior
to the end of 2006 in light of strong VMware perfance in 2005 and the beta development of a nedupt@nd its availability in 200

Ms. Garde was granted 50,000 PARs on May 135 2Md 25,000 PARs on October 17, 2005. Subjemtritinued employment, these
PARs will fully vest on the fifth anniversary ofdhdate of grant; provided, however, that the PARy west at an accelerated rate with
respect to one-quarter of the underlying sharesah of the first four years following grant if arah performance goals are met. On
January 30, 2007, one-quarter of the PARS gramtéthly and October vested due to the achievemethiegberformance goal for 2006.
One-quarter of the PARs granted in May vested ior po the end of 2006 in light of strong VMwarerfoemance in 2005 and the beta
development of a new product and its availabilit2006.

Option Exercises and Stock Vested

The following table provides information regardiogtions and stock awards exercised and vestedzeteply, for VMware’'s Named

Executive Officers during the fiscal year ended &eber 31, 2006.

Option Awards Stock Awards
Value Realizec

Value Realizec

Upon Exercise

Number of Shares Number of Shares

Acquired on Exercise Acquired on Vesting on Vesting
Name (#) $@ (#) $) @
Diane B. Green — — 195,83 2,452,87!
Thomas J. Jurewic — — 8,00( 95,78(
Carl M. Eschenbac 47,18¢ 360,43t 25,00( 313,58t
Rashmi Gard — — 10,00( 119,72!
Paul Auvil 354,82: 3,623,78! 40,00( 478,90(

1)
(2)

Represents the difference between the exegpcise and the fair market value of EMC common stockhe date of exercise for each
option.

Represents the fair market value of the EMC momm stock on the applicable vesting date, multipbg the number of shares of
restricted stock that vested on that d
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Pension Benefits
Our employees are not provided with pension benefit

Nonqualified Deferred Compensation
Our employees are not provided with a nonqualifleterred compensation plan.

Potential Payments Upon Termination or Change of Catrol

The tables below reflect the compensation and litsrdafe to each of the Named Executive Officerthaevent of termination of
employment. The compensation and benefits payatdatch Named Executive Officer upon a voluntarsnieation, an involuntary for cause
termination, an involuntary termination other thancause, upon a change in control, a terminatioanto death or disability and upon the
Named Executive Offic's retirement is shown below. Except for Mr. Autlie amounts shown assume that each terminatiempfoyment
was effective as of December 29, 2006, and thenfanket value of EMC’s common stock was $13.20clbeing price of its common stock
on the New York Stock Exchange, on that date. Theumts shown in the table are estimates of the ataauhich would be paid upon
termination of employment. The actual amounts tpdid can only be determined at the time of theniteation of employment.

Payments and Benefits upon any Termination

Employees, including the Named Executive Officars, entitled to receive earned and unpaid compiensapon any termination of
employment. Accordingly, subject to the exceptinoted below, upon any termination of employmentlagned Executive Officers will
only receive accrued but unused vacation pay. dlitiad, except as noted below, all unvested staekrds will terminate upon any
termination of employment and all stock optionsnged to the Named Executive Officers after Jan2&d4, whether vested or unvested, will
also terminate under EMC'’s 2003 Stock IncentivenP&ock options granted prior to January 2004 ctviaire all vested, will remain
exercisable upon a termination of employment fdrless than 90 days.

Voluntary Termination

A Named Executive Officer who voluntarily terminatemployment is not entitled to any benefits othan those that are paid to all
employees upon any termination of employment asribe=d above.

Involuntary Termination For Cause

A Named Executive Officer whose employment is texabéd for cause is not entitled to any benefiteiothan those that are paid to all
employees upon any termination of employment asribe=d above.

Involuntary Termination Without Cause

Except for Mr. Jurewicz, who is entitled to a sewvare payment equal to three months of his annlalysé his employment is
terminated without cause, the Named Executive &ffiare not contractually entitled to any compeosair benefits other than those that are
paid to all employees upon any termination of empplent as described above. The provision of any emsgtion and benefits would be
made at the discretion of the Compensation and@atrp Governance Committee. However, if one ofesuployee’s employment is
terminated in connection with a reduction in foragaro rata portion of the PARs granted to the ege# will vest if the performance goals
subsequently achieved. Since it is unlikely the BdrExecutive Officers would be terminated in cotioecwith a reduction in force, the
tables below do not include an estimate of theevalPARSs that would potentially vest if the penfiamce goals were subsequently achieved.
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Change in Control

Our Named Executive Officers do not have changmintrol agreements. However, EMC equity awardstgrato VMware employees
under EMC'’s 2003 Stock Incentive Plan will vesENIC is not the surviving corporation to a merged #me surviving corporation does not
issue replacement awards.

Death

In addition to providing the benefits that are pdmd to all employees generally upon any termimatibemployment, upon an
employee’s death, the employee’s survivors willtoure to receive the employee’s base salary fonsrths and we will make a $10,000
contribution to a tax-qualified education fund @spect of each of the deceased employee’s minkirehi In addition, for those employees
who hold equity awards granted under EMC’s 2002 IStocentive Plan, unvested stock options and stwgdrds will immediately vest and
all options held by the employee prior to his or theath will remain exercisable for three years.

Disability
We do not have guidelines for providing compensatipbenefits upon an employee’s disability ottemnt providing the benefits that
are provided to all employees generally upon anyiteation of employment. However, for those empks/erho hold equity awards granted

under EMC'’s 2003 Stock Incentive Plan, unvestedkstptions and stock awards will immediately vesi all options held by any EMC
employee prior to his or her termination for digiépiwill remain exercisable for three years.

Retirement
We do not provide any retirement benefits to thenRd Executive Officers, other than the matching(Kpglan contributions of up to
$3,000 per year that are provided to all employetas participate in EMC's 401(k) plan.

However, employees are generally entitled to comtihvesting and exercisability with respect tortIC equity awards if they are
retirement eligible under EMC’s equity plans. Rastpurpose, employees are eligible to retiredfthioluntarily terminate employment after
20 years of service or after they have attainedsageith five years of service and provided theyegsix months’ advance notice. None of the
Named Executive Officers are retirement eligil

Diane B. Greene
The following table shows the potential paymentd benefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination
Voluntary Without Change in
Termination For Cause Cause Control Death Disability Retirement
Element (%) $) (%) (%) (%) $) $)
Incremental Benefits Pursuant to
Termination Event N/A
Cash Severanc — — — — 175,00( —
Tax Qualified Education Fund Contributi — — — — 20,00( —
In-the-Money Value of Accelerated Stock
Options — — — 687,00( 687,00( 687,00(
Value of Accelerated Restricted Stc — — — 7,149,99. 7,149,99  7,149,99
Total Value: Incremental Benefits — — — 7,836,99. 8,031,99. 7,836,99.
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In addition, Ms. Greene will also be entitled t@mise her vested in-the-money stock options upgrtermination of employment
(other than a termination for cause with respestéck options granted after January 2004). Asexfdinber 29, 2006, these stock options

a cash value of $458,000.

Thomas J. Jurewicz

The following table shows the potential paymentd benefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination Change ir
Voluntary Without
Termination For Cause Cause Control Death Disability Retirement
Element $) (%) (%) (%) $) $) $)
Incremental Benefits Pursuant to Termination
Event N/A
Cash Severanc — — 51,87t — 103,75( —
Tax Qualified Education Fund Contributi — — — — 40,00( —
In-the-Money Value of Accelerated Stock
Options — — — 9,04¢ 9,04¢ 9,04¢
Value of Accelerated Restricted Stc — — — 396,000  396,00( 396,00(
Total Value: Incremental Benefits — — 51,87¢ 405,04! 548,79'  405,04!

In addition, Mr. Jurewicz will also be entitled égercise his vested in-the-money stock options w@myntermination of employment
(other than a termination for cause with respestéck options granted after January 2004). Asexfdinber 29, 2006, these stock options

a cash value of $789,759.

Carl M. Eschenbach

The following table shows the potential paymentd benefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination
Voluntary Without Change in
Termination For Cause Cause Control Death Disability Retirement
Element $) $) (%) %) (%) $) $)
Incremental Benefits Pursuant to
Termination Event N/A
Cash Severanc — — — — 177,50( —
Tax Qualified Education Fund Contributi — — — — 30,00( —
In-the-Money Value of Accelerated Stock
Options — — — 60,30( 60,30( 60,30(
Value of Accelerated Restricted Stc — — — 2,656,501 2,656,500 2,656,50!
Total Value: Incremental Benefits — — — 2,716,801 2,924,300 2,716,80!
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In addition, Mr. Eschenbach will also be entitlecekercise his vested in-the-money stock optiomsugny termination of employment
(other than a termination for cause with respestéck options granted after January 2004). Asexfdinber 29, 2006, these stock options
a cash value of $123,062.

Rashmi Garde
The following table shows the potential paymentd benefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination Change ir
Voluntary Without
Termination For Cause Cause Control Death Disability Retirement
Element ($) ($) ($) ($) ($) $) ($)
Incremental Benefits Pursuant to Termination
Event N/A
Cash Severanc — — — — 125,00( —
Tax Qualified Education Fund Contributi — — — — 20,00( —
In-the-Money Value of Accelerated Stock Optic — — — 18,09( 18,09( 18,09(
Value of Accelerated Restricted Stc — — — 825,00( 825,000 825,00(
Total Value: Incremental Benefits — — — 843,09( 988,09( 843,09(

In addition, Ms. Garde will also be entitled to eise her vested in-the-money stock options upgntemmination of employment (other
than a termination for cause with respect to stutions granted after January 2004). As of DeceriBeR006, these stock options had a
value of $274,145.

Paul Auvil

Mr. Auvil voluntarily terminated employment with ws July 13, 2006. Mr. Auvil did not receive anynbkéts other than those described
above under “Payments and Benefits upon any Tetiomé

Indemnification Agreements and Director and Officerlnsurance

We have entered into agreements to indemnify aectlirs and executive officers. We believe thasehgrovisions and agreements are
necessary to attract and retain qualified persertiractors and executive officers. Our directars afficers are insured against certain losses
from potential third-party claims for which we degally or financially unable to indemnify them. Welf-insure with respect to potential
third-party claims that create a direct liability to sukhd party or an indemnification duty on our p&@ur certificate of incorporation and ¢
bylaws contain provisions that limit the liabiliof our directors. A description of these provisigmsontained under the heading “Description
of Capital Stock—Limitation of Liability and Inderifitation Matters.”
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VMWARE'S CERTAIN RELATIONSHIPS AND RELATED PERSON T RANSACTIONS

We intend to adopt a policy to address the revagproval or ratification of related person tranga. An investor may obtain a writt
copy of this policy, once adopted, by sending dtemirequest to VMware, Inc., 3401 Hillview Aventralo Alto, CA 94304, attention: Legal
Department.

Prior to the IPO, we have been operated as a whalhed subsidiary of EMC. Immediately following ti0O, EMC will continue to
own approximately 89% of our common stock (43% wf Glass A common stock and 100% of our Class Breomstock) and will control
99% of the combined voting power of our common Istéicthe underwriters’ oveallotment option is exercised in full, immediatéowing
the IPO, EMC will own approximately 88% of our commstock (41% of our Class A common stock and 100%ur Class B common
stock) and will control 98% of the combined votipgwer of our common stock. EMC will continue to bdtie power acting alone to approve
any action requiring a vote of the majority of @ating shares and to elect all our directors. Iditaah, until the first date on which EMC or
its successor-in-interest ceases to beneficially 8026 or more of the outstanding shares of our comstock, the prior affirmative vote or
written consent of EMC as the holder of our ClagsoBimon stock or its successor-in-interest wilkdguired for us to authorize a number of
significant actions, as set forth below under “Diggon of Capital Stock—Approval Rights of HoldestClass B Common Stock.”

Since our acquisition by EMC in 2004, we have ardénto a number of agreements with EMC in ther@di course of business
relating to our business and our relationship \ERMC. We also will enter into certain agreementdWaMC relating to the IPO and our
relationship with EMC after the IPO. The materaits of such agreements with EMC relating to ostahical relationship, the IPO and our
relationship with EMC after the IPO are describetbly. We do not currently expect to enter into adgitional agreements or other
transactions with EMC, outside the ordinary cousseny of our directors, officers or other affiéa other than those specified below.
However, in the future, in accordance with Delawlare, any contract or transaction between us ardodmur directors or officers or betwe
us and any corporation, partnership, associati@ngrother organization in which one or more of divectors or officers is a director or
officer or has a financial interest, will either épproved by the stockholders, a majority of trendérested members of our board or a
committee of our board that authorizes such cotgraictransactions or must be fair to us as ofithe our directors, a committee of our
directors or our stockholders approve the contrattansaction. In addition, any transactions wiitlectors, officers or other affiliates will be
subject to requirements of the Sarbanes-Oxley Adt2EC rules and regulations.

Relationship with EMC Corporation
Historical Relationship With EMC

We have been operated as a wholly owned subsidfdeC since January 2004. As a result, in ther@di course of our business, we
have received various services provided by EMQuiing tax, accounting, treasury, legal and hunesources services. Historically, EMC
has not sold our products. Our historical finanstatements include allocations to us by EMC ofitsts related to these services. These cost
allocations have been determined on a basis th& Edhsiders to be a reasonable reflection of tkeofiservices provided or the benefit
received by us. These allocations totaled $4.5amiih fiscal 2004, $5.3 million in fiscal 2005 a#8.1 million in fiscal 2006.

In April 2007, we declared an $800 million dividetedEMC in the form of a note. The note matureAmil 2012 and bears an interest
rate of the 90-day LIBOR plus 55 basis points (%%s of June 30, 2007), with interest payable gugrin arrears, commencing June 30,
2007. We may repay the note, without penalty, gttame commencing July 2007.

In view of the potential overlap between our busgnand that of EMC, we and EMC conduct our buseeepsrsuant to our Rules of
Engagement with Storage, Server and Infrastru@ofevare Vendors,
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copies of which are made available to our partnehsch outline product development, qualificatiordasales guidelines that we and EMC
follow with partners who also have products thaeclly compete with EMC products. These Rules ajdgiement may be amended from
time to time by our board of directors.

We have previously entered into several agreenveitisEMC with respect to international marketingoguct services resale, call
center support, project specific consulting, resie@and development and professional services. EMIECantinue to provide these services to
us following the IPO pursuant to these agreemeanssnailar subsequent arrangements. In certain gistances where we do not have an
established legal entity, EMC employees managealibyersonnel have provided services on our behalf.

We have entered into various geographically-speaifarketing services agreements with certain of EMiGbsidiaries. Together, these
agreements involve the following countries: AustAastralia, Belgium, Brazil, Canada, Czech Repyliienmark, France, Germany, Hong
Kong, India, Italy, Korea, Luxembourg, Mexico, Netlands, New Zealand, Norway, Spain, Sweden, Siéizeé, Taiwan and the United
Kingdom. The terms of these agreements are sukataisimilar and under such agreements, the sigg&RIC subsidiaries have agreed to
provide us, upon our request, with services thatide promoting our products, developing our cusiobase, and acting as a liaison to
certain customers. Under the provisions of theeagents, we are charged by such EMC subsidiaripsriorming services under these
agreements. The agreements are effective untiineted by either party upon 30 days’ written natEEMC subsidiaries provided these
services to us on similar terms before such time@entered into written agreements. From Janua2p@6 through March 31, 2007, the
aggregate value that we paid such EMC subsidigoiber than in Canada and India, which paymenténafeded together with payments for
services under the call center agreements, deddoiéew) for the provision of these services wazraxmately $54.4 million.

We have entered into call center service agreemétiisEMC Corporation of Canada and EMC Data Ster8gstems (India) Private
Limited, each of which is a subsidiary of EMC. Untlee terms of such agreements, each of the EM6idiabies has agreed to provide us,
upon our request, with certain telephonic call eeahd customer support. Under the provisions @atireements, we are charged by such
EMC subsidiaries in performing services under tteggeements. The agreements are effective untiinated by either party upon 30 days’
notice. EMC provided these services to us on simtélans before such time as we entered into wraigneements. From January 1, 2006,
through March 31, 2007, the aggregate value thataie such EMC subsidiaries for the provision @&sth services and under the marketing
services arrangements in Canada and India witle thelssidiaries was approximately $13.1 million.

We have entered into various consulting serviceseagents with EMC whereby we provide certain of E8/€listomers with project-
specific support, including implementing our prottueithin such clients’ environments, as well akpimg clients optimize their VMware
products. The provisions of such agreements argtantially similar, and terminate either upon muagreement between EMC and
ourselves, or upon the completion of the specifgjgrt for which a consulting service agreement xecuted. From January 1, 2006 thra
March 31, 2007, the aggregate value of the servieeperformed and charged EMC for under such ageatswas approximately $6.0
million.

We have entered into a Professional Services Resall Subcontractor Agreement with EMC wherebyapgointed EMC as a non-
exclusive reseller of our professional servicesdéirthe agreement, we have performed and will naetto perform various professional
consulting services for EMC customers. Under theageof the agreement, the agreement may only ba@nated upon a material breach, non-
payment, a breach of confidentiality or by eithartp upon 10 business days’ notice. From Janua?p6 through March 31, 2007, we
charged EMC approximately $4.8 million for serviees rendered under the agreement.

We have entered into a Development Services Agraewith EMC Data Storage Systems (India) Privataitéd. Under the terms of
the agreement, EMC's Indian subsidiary providewitls research and development services with redpezzrtain of our software products.
The agreement automatically renews annually, byt ma
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be terminated by either party upon 30 days’ pridtten notice. Under the provisions of the agreetneer are charged by EMC'’s subsidiary.
EMC provided these services to us on similar tdsafere such time as we entered into written agre¢ésn€rom January 1, 2006 through
March 31, 2007, we paid EMC'’s subsidiary an aggeegalue of approximately $5.5 million for the pisien of these services.

For additional information about our relationshihnEMC, see Note J to our consolidated finandiaiesnents included elsewhere in
this Prospectus—Offer to Exchange.

EMC as our Controlling Stockholder

EMC currently owns substantially all of our comnsiock. EMC will hold approximately 99% of the coméd voting power of our
outstanding common stock upon completion of the (BGapproximately 98 % if the underwriters exegdiseir overallotment option in full)
For as long as EMC or its successor-in-interesticoas to control more than 50% of the combinedngppower of our common stock, EMC
or its successor-in-interest will be able to dirdet election of all the members of our board oeéctiors and exercise control over our business
and affairs, including any determinations with esto mergers or other business combinations Wvglus, the acquisition or disposition of
assets, the incurrence of indebtedness, the issudrany additional common stock or other equitusiéies, and the payment of dividends
with respect to our common stock. Similarly, EMGitsrsuccessor-in-interest will have the powerdtedmine matters submitted to a vote of
our stockholders without the consent of our otheclkholders, will have the power to prevent a cleaimgcontrol of us and will have the
power to take other actions that might be favorablEMC or its successor-in-interest.

EMC has agreed not to sell or otherwise disposngfof our common stock for a period of 180 dagsfithe date of the IPO without
the prior written consent of Citigroup Global Mat&énc. (“Citi”), J.P. Morgan Securities Inc. (“JR¥yan”) and Lehman Brothers Inc.
(“Lehman Brothers”), subject to certain exceptiddse “Shares Eligible for Future Sale.” Howeveer¢éhcan be no assurance concerning the
period of time during which EMC will maintain itsumership of our common stock following the I1PO.

Beneficial ownership of at least 80% of the totaiing power and value of our outstanding commonlste required in order for EMC
to continue to include us in its consolidated gréafederal income tax purposes, and beneficialenship of at least 80% of the total voting
power and 80% of each class of non-voting capitalksis required in order for EMC to effect a tamd spin-off of us or certain other tax-free
transactions. As of the date of the IPO, EMC dassntend or plan to undertake a spin-off of usother taxfree transaction involving us.
is expected that we will be included in EMC’s cdidatted group for U.S. federal income tax purpdséiewing the IPO.

Agreements Between EMC and Us

In connection with the IPO, EMC and we will enteto certain agreements governing various interich@rgoing relationships between
us. These agreements will include:

* amaster transaction agreeme

e an administrative services agreem
e atax sharing agreeme

e aninsurance matters agreemt

» an employee benefits agreems

* an intellectual property agreement; ¢
» real estate agreemen
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The agreements summarized below will be filed d8léts to the registration statement of which fRisspectus-Offer to Exchange is
part. We encourage you to read the full text os¢henaterial agreements. We will enter into theseaagents with EMC in the context of our
relationship with EMC as the owner of substantiallyof our common stock. The prices and other seofithese agreements will be designed
to be consistent with the requirements of Sect®2 df the Code and related U.S. Treasury Regulatidgth respect to transactions between
related parties.

Master Transaction Agreement

The master transaction agreement contains key $iomdg relating to our ongoing relationship with EMe master transaction
agreement also contains agreements relating toah@uct of the IPO and future transactions, antigeWern the relationship between EMC
and us subsequent to the IPO. Unless otherwiséregljoy the specific provisions of the agreemerg, master transaction agreement will
terminate on a date that is five years after the flate on which EMC ceases to own shares repmegat least 20% of our common stock.
The provisions of the master transaction agreemedatied to our cooperation with EMC in connectiathviuture litigation will survive seven
years after the termination of the agreement, aodigions related to indemnification by us and EMIll survive indefinitely.

The IPO. The master transaction agreement requires ustowsreasonable best efforts to satisfy certamilitions to the completion
of the IPO. EMC may, in its sole and absolute dison, choose to proceed with or abandon the IHzosts and expenses of VMware and
EMC relating to the IPO will be paid by us.

Registration Rights Pursuant to the master transaction agreementilverovide EMC with certain registration rightetause the
shares of our common stock held by EMC after ti@ Wil be deemed “restricted securities” as defire®ule 144 under the Securities Act.
Accordingly, EMC may only sell a limited numbersifares of our common stock into the public markétisout registration under the
Securities Act. At the request of EMC, we will ua@ reasonable best efforts to register sharesiof@mmon stock that are held by EMC
after the closing of the IPO, or subsequently aemljifor public sale under the Securities Act. EM8Y request up to two registrations in any
calendar year. We will also provide EMC with “pighgck” rights to include its shares in future régisons by us of our securities under the
Securities Act. There is no limit on the numbettafse “piggy-back” registrations in which EMC mayguest its shares be included.

EMC may not transfer its registration rights ottiean to an affiliate. EMG registration rights will terminate on the eartiéthe date o
which EMC has sold or transferred all of its sharegur common stock deemed “restricted securit@sdur common stock held by EMC
may be sold without restriction pursuant to Ruld (k3 of the Securities Act.

We have agreed to cooperate in these registratiotselated offerings. All expenses payable in egtion with such registrations will
be paid by us, including the fees and expensea®fian of legal counsel chosen by EMC, except EMC will pay all it own internal
administrative costs and underwriting discounts esrdmissions applicable to the sale of its shafesiocommon stock.

Future Distributions. Additionally, we have agreed to cooperate, ateoqoense, with EMC to accomplish a distribution By@&of our
common stock, and we have agreed to promptly takeaad all actions necessary or desirable to effegtsuch distribution. EMC will
determine, in its sole discretion, whether suclrithistion shall occur, the date of the distributemd the form, structure and all other terms of
any transaction to effect the distribution. A distition may not occur at all. At any time priordompletion of the distribution, EMC may
decide to abandon the distribution, or may modifgltange the terms of the distribution, which ccudde the effect of accelerating or
delaying the timing of the distribution.
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Anti-Dilution Option. Pursuant to the master transaction agreementawe granted EMC a continuing right to purchasenfus shares
of Class A common stock and Class B common stockder to maintain EMC'’s respective percentage aghip interests in our Class A
common stock and Class B common stock followingcthmpletion of the IPO. This option may be exemtisg EMC in connection with any
issuance by us of common stock other than purgoahe IPO (including the exercise of the undemvst over-allotment option) or any stock
option or executive or employee compensation @anept where the issuance pursuant to a stockroptiexecutive or employee
compensation plan would cause EMC'’s percentage shipeof common stock to fall below 80.1%. If weus our common stock for cash
consideration as permitted in the foregoing sergertber than pursuant to a stock option or exeewtdmpensation plan that causes EMC'’s
percentage ownership of common stock to fall beB®d %, upon the exercise of the option, EMC wily jpgprice per share of Class A
common stock equal to the offering price paid bynuhe related issuance of common stock and & e share of Class B common stock
equal to the fair market value thereof as deterthimeour board of directors. If we issue our commtmtk for non-cash consideration or
pursuant to a stock option or executive compensatian that causes EMC'’s percentage ownershiprafiroan stock to fall below 80.1%,
upon exercise of the option, EMC will pay a priex phare of Class A common stock equal to the geetbosing price of our common stock
on the day prior to the applicable issuance dadesaprice per share of Class B common stock equélkt fair market value thereof as
determined by our board of directors.

If EMC chooses not to exercise its option, or els@gits option for a number of shares less tharidtal number permissible, in
connection with any particular future common st@suance by us, EMC's right to exercise the opitioconnection with any subsequent
issuance by us will not be affected. However, iohscase EMC’s ownership percentage will be recatedl to account for any prior decision
not to exercise the option in full or at all, apegpriate. EMC’s option to maintain its ownershgrgentage in us will terminate on the earlier
of the date of a tax-free distribution, the daterugzhich EMC beneficially owns shares of commortktepresenting less than 80% of the
aggregate voting power of shares of common stoehk tlutstanding and the date on which, if the optias been transferred to a subsidiary of
EMC, that subsidiary ceases to be a subsidianMECE

Restrictive CovenantsUnder the master transaction agreement, we tgreed to obtain the consent of the holders of das<B
common stock prior to taking certain actions, idahg:
» consolidating or merging with any other ent
e acquiring the stock or assets of another entigxicess of $100 millior
e issuing any stock or securities except to our slidses or pursuant to the IPO or our employee fitgplans;
« taking any actions to dissolve, liquidate or v-up our company
» declaring dividends on our stoc

» entering into any exclusive or exclusionary arranget with a third party involving, in whole or irafi, products or services that
are similar to EM('s; and

» amending, terminating or adopting any provisioroimgistent with certain provisions of our certifieatf incorporation or bylaw:

Indemnification. The master transaction agreement provides fosénaemnities that generally will place the finanagiesponsibility or
us and our subsidiaries for all liabilities assteilawith the current and historical VMware businasd operations, and generally will place on
EMC the financial responsibility for liabilities ssciated with all of EMC'’s other current and higtal businesses and operations, in each cast
regardless of the time those liabilities arise. Wester transaction agreement also contains indigamion provisions under which we and
EMC each indemnify the other with respect to bresabf the master transaction agreement or anyciorgrany agreement.

123



Table of Contents

In addition to our general indemnification obligats described above relating to the current artdriéal VMware business and
operations, we will agree to indemnify EMC agaiietilities arising from misstatements or omissiamshis Prospectus—Offer to Exchange
or the registration statement of which it is a pexcept for misstatements or omissions relatingfarmation that EMC provided to us
specifically for inclusion in this Prospectus—OfferExchange or the registration statement of whiébrms a part. We will also agree to
indemnify EMC against liabilities arising from amjisstatements or omissions in our subsequent SiGsfiand from information we provit
to EMC specifically for inclusion in EMC’s annual quarterly reports following the completion of O, but only to the extent that the
information pertains to us or our business or togktent EMC provides us prior written notice ttiet information will be included in its
annual or quarterly reports and the liability doesresult from the action or inaction of EMC.

In addition to EMC'’s general indemnification obligas described above relating to the current asbtical EMC business and
operations, EMC will indemnify us for liabilitiesnder litigation matters related to EMC’s businesd #or liabilities arising from
misstatements or omissions with respect to infolonahat EMC provided to us specifically for indlos in this Prospectus—Offer to
Exchange or the registration statement of whidbrins a part. EMC will also agree to indemnify gmst liabilities arising from informatic
EMC provides to us specifically for inclusion inrannual or quarterly reports following the cometof the IPO, but only to the extent that
the information pertains to EMC or EMC'’s businessoothe extent we provide EMC prior written notibat the information will be included
in our annual or quarterly reports and the liapitlbes not result from our action or inaction.

For liabilities arising from events occurring onbm@fore the time of the IPO, the master transaagneement contains a general release.
Under this provision, we will release EMC and itbsidiaries, successors and assigns, and EMCelglhse us and our subsidiaries,
successors and assigns, from any liabilities ayiiom events between us on the one hand, and EM@eoother hand, occurring on or bef
the time of the IPO, including in connection wittetactivities to implement the IPO. The generaasé does not apply to liabilities allocated
between the parties under the master transacti@eagent or other intercompany agreements or tdafsgeongoing contractual
arrangements.

Accounting Matters; Legal PoliciedJnder the master transaction agreement, we wideatp use our reasonable best efforts to use the
same independent certified public accounts seldyedeMC and to maintain the same fiscal year as EM(l such time as EMC is no longer
required to consolidate our results of operatianfanancial position (determined in accordancéhwgiénerally accepted accounting princij
consistently applied). We also agree to use oworegble best efforts to complete our audit andigeoEMC with all financial and other
information on a timely basis such that EMC may nitsedeadlines for its filing annual and quartdihancial statements.

Additionally, for as long as EMC is providing ustkviegal services under the administrative serviggeement, the master transaction
agreement will require us to comply with all EMClipes and directives identified by EMC as crititallegal and regulatory compliance and
to not adopt legal or regulatory policies or direes$ inconsistent with the policies identified bWE.

Administrative Services Agreement

Under the administrative services agreement, wivisln signed will become effective as of the closiatg of the IPO, EMC will
provide us with services, including tax, accountimgasury, legal and human resources servicesentain services in Bangalore, India. For
such time as the administrative services agreemémteffect, EMC and VMware may agree on additl@@avices to be included in the
administrative services agreement. EMC will provsgevices to us with substantially the same degfe&ill and care as such services are
performed within EMC. With the exception of sendda Bangalore, India, for which we will pay a gefarterly fee, we will pay fees to EMC
for the services rendered based on the numberogaldcbst of the EMC employees required to prowelevices, or as otherwise may be
agreed.
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We anticipate that the initial term of the admirasive services agreement will expire on Septer30e2007 and will be extended
automatically for additional three-month terms ssléerminated by one of the parties. Prior to ttpgration of the initial term and any
subsequent renewal term, we will agree with EM@djust the fees payable for services (other tharicgss in Bangalore, India) under the
agreement, as necessary, to accurately refletéviekof services we require. We have the righetainate any of the services provided by
EMC under the administrative services agreemeabgtime upon 30 days’ prior written notice of témation to EMC. As of the date of this
Prospectus—Offer to Exchange, we expect that EMOpnavide us with these services for a period lntpan the initial term.

Furthermore, we have agreed in the administratveices agreement that we will be responsiblednd will indemnify EMC with
respect to, our own losses for property damagemgmal injury in connection with the services pied, except to the extent that such losses
are caused by the gross negligence, breach, thdfawillful misconduct of EMC.

Tax Sharing Agreement

We have been included in EMC’s consolidated grdhe (Consolidated Group”) for U.S. federal incorag purposes, as well as in
certain consolidated, combined or unitary groujas ithclude EMC and/or certain of its subsidiari@s§Qombined Group”) for state and local
income tax purposes. We intend to enter into atagveharing agreement that will become effectiveruponsummation of the IPO. Pursuant
to the tax sharing agreement, we and EMC genenallynake payments to each other such that, witipeet to tax returns for any taxable
period in which we or any of our subsidiaries argtded in the Consolidated Group or any Combineali®, the amount of taxes to be paid
by us will be determined, subject to certain adpesits, as if we and each of our subsidiaries ireddud the Consolidated Group or Combined
Group filed our own consolidated, combined or uwitax return. EMC will prepare pro forma tax retsifor us with respect to any tax return
filed with respect to the Consolidated Group or &wynbined Group in order to determine the amoutdoEharing payments under the tax
sharing agreement. We will be responsible for axgs with respect to tax returns that include aishand our subsidiaries.

EMC will be primarily responsible for controllingid contesting any audit or other tax proceedingy wéspect to the Consolidated
Group or any Combined Group. Disputes arising betwbe parties relating to matters covered bydkesharing agreement are subject to
resolution through specific dispute resolution ps@mns.

We have been included in the Consolidated Groupéoiods in which EMC owned at least 80% of thaltabting power and value of
our outstanding stock. It is expected that we béllincluded in the Consolidated Group following BR®. EMC, during any part of a
consolidated return year is liable for the tax lo@ ¢onsolidated return of such year, except foh $axes related to (i) our separate tax liability
and (ii) our business and operations, of such gadrfor any subsequently determined deficiencyethrerSimilarly, in some jurisdictions,
each member of a consolidated, combined or ungesyp for state, local or foreign income tax pugms jointly and severally liable for the
state, local or foreign income tax liability of éagther member of the consolidated, combined damngroup. Accordingly, although the tax
sharing agreement allocates tax liabilities betweeand EMC, for any period in which we were inéddn the Consolidated Group or a
Combined Group, we could be liable in the event &my income tax liability was incurred, but noscharged, by any other member of the
Consolidated Group or a Combined Group.

As of the date of this Prospectus—Offer to ExchaldC does not intend or plan to undertake a sffiofoour stock to EMC
stockholders. Nevertheless, we and EMC have adeeset forth our respective rights, responsibiitend obligations with respect to any
possible spin-off in the tax sharing agreemenENFC were to decide to pursue a possible gffnwe have agreed to cooperate with EMC
to take any and all actions reasonably requestdeiM@ in connection with such a transaction. We halge agreed not to knowingly take or
fail to take any actions that could reasonablyyeeeted to preclude EMC's ability to undertakexaftae
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spin-off. In the event EMC completes a spin-off, heae agreed not to take certain actions, suckset aales or contributions, mergers, stock
issuances or stock sales within the two yearsvoatig the spin-off without first obtaining the opami of tax counsel or an IRS ruling to the
effect that such actions will not result in therspif failing to qualify as a tax-free spin-off. bddition, we generally would be responsible for,
among other things, any taxes resulting from thlariaof a spin-off to qualify as a tax-free traosan to the extent such taxes are attributable
to, or result from, any action or failure to actumsyor certain transactions involving us followigpin-off and a percentage of such taxes to
the extent such taxes are not attributable toparat result from, any action or failure to actdither us or EMC.

Insurance Matters Agreement

Prior to the consummation of the IPO, we will adsder into an insurance matters agreement with BRM@suant to the insurance
matters agreement, EMC will maintain insuranceqg@d covering, and for the benefit of, us and dreators, officers and employees. The
insurance policies maintained by EMC under thermsce matters agreement will be comparable to thwsetained by EMC and covering
prior to the IPO. Except to the extent that EM@edites a portion of its insurance costs to us, igay or reimburse EMC, as the case may
be, for premium expenses, deductibles or retemimaunts, and all other costs and expenses that BEyCncur in connection with the
insurance coverage EMC maintains for us. We wilidsponsible for any action against VMware in catioa with EMC’s maintenance of
insurance coverage for us, including as a resuth®fevel or scope of any insurance, the credifwoess of any insurance carrier, the terms
and conditions of any policy, or the adequacy metiness of any notice to an insurance carrieoimection with a claim or potential claim
otherwise, during the term of the insurance matigreement, except to the extent that such actisessout of or is related to the breach by
EMC of the insurance matters agreement or relaigarance policies, or the gross negligence, bad daiwillful misconduct of EMC in
connection with the insurance matters agreemettiteorelated insurance policies.

We anticipate that the term of the insurance mnaagreement will expire on a date which is 45 ddier the date upon which EMC
owns shares of our common stock representing tessd majority of the votes entitled to be casalbyolders of our common stock.

Employee Benefits Agreement

Prior to the consummation of the IPO, we will aéster into an employee benefits agreement with EM@&. employee benefits
agreement will allocate liabilities and respondiigis relating to employee compensation and bepédits and programs and other related
matters, including the treatment of outstanding E&¢Qity awards which may be held by our employe#iewing the IPO and the allocation
of certain retirement plan assets and liabilitied the ownership of work product developed for loemefit. The employee benefits agreement
will also generally provide that we are assuminglkayment-related liabilities with respect to empteg employed by us for periods of time
prior to the IPO.

Intellectual Property Agreement

The terms of the intellectual property agreemetitfaimalize the relationship between us and EMEhwespect to our use of certain
EMC source code and associated intellectual propigiits, as well as EMC's use of certain VMwarerse code and associated intellectual
property rights.

Under the terms of the intellectual property agreetmwe and EMC fully will release one another frolams resulting from any acts of
infringement that might have occurred prior to tlage the IPO is completed. Going forward, EMC withvide to us license rights under
certain source code and associated intellectugleptp rights to design, develop, distribute, semand support our existing products, as well
as any updates, upgrades and future versions & fhimducts, and the implementation of interopétatietween future VMware products
and EMC products. These rights exclude our alitityse EMC'’s intellectual property to create certgpes of products.
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We, in turn, will provide to EMC license rights werctcertain source code and associated intelleptoglerty rights to design, develop,
distribute, service and support EMC'’s existing praid, any updates, upgrades and future versioti®eé products, as well as EMC'’s future
products. These rights exclude the ability of EM@ise our intellectual property to create certgpes of products. The scope of the patent
rights we provide to EMC and the scope of produéts which EMC may use our intellectual propertghis will be initially narrowed at su:
time as EMC no longer owns 50% of our common staok, further narrowed at such time as EMC no loogars 20% of our common
stock. The scope of products with which EMC may auseintellectual property rights will also be rased if there is a change of control of
EMC at such time as EMC no longer owns 50% of ammon stock. EMC will indemnify us for any lossesiag out of any use by EMC «
the intellectual property rights we provide to EM@der the intellectual property agreement, and vildndemnify EMC for any losses
arising out of any use by us of the intellectuaparty rights EMC provides to us under the inteéllat property agreement.

Real Estate Agreements

Prior to the consummation of the IPO, we will enteo a real estate license agreement with EMC.rEakestate license agreement will
govern the terms under which we may use the spacghare, and will continue to share, with EMC ataie properties that EMC currently
leases abroad. We do not currently expect thatethileestate license agreement will materially cleathg current arrangements we have with
EMC related to shared space or the amounts weharged for use of such space. We will also enteran agreement which will provide for
our purchase from EMC of the equity interests emBEMC entity which holds the ground leasehold iedein the land on which our global
headquarters is being built and the interest ingboioal headquarters itself for an amount equéhéocost expended by EMC to date in
constructing the facilities, which totaled approabely $127.0 million as of June 30, 2007.

Our Relationship with Intel

We are party to a Class A common stock purchasseaggnt with Intel Capital dated as of July 9, 2@ suant to the stock purchase
agreement, following the expiration of the appliealvaiting period under the HSR Act and the satisfam of other customary closing
conditions, including the absence of a materiakask change, Intel Capital will purchase 9.5 millglhares of our Class A common stock,
price of $23.00 per share for an aggregate purghase of $218.5 million. If we do not complete amderwritten public offering with an
aggregate price to the public of at least $250l0anion or before December 31, 2007, Intel Capitdl have the right to exchange its Clas
common stock for shares of Series A preferred stivekterms of which will be designated prior te thosing of the Intel investment. The
stock purchase agreement also contains certaidution provisions which will terminate upon teksing of the IPO.

Pursuant to Intel Capital's proposed investmemtunClass A common stock, we have entered intmaesior rights agreement with
Intel Capital that provides Intel Capital with a@rt rights, including the following rights:

» demand registration rights, pursuant to which nsonths after the effectiveness of the registrasiatement of which this
prospectus constitutes a part, Intel Capital hasitiht to effect one demand registration of olaSIA common stock held by
them at the time of such demal

» ‘“piggyback” registration rights with respect to dCiiass A common stock, subject to standard cutpaokisions imposed by
underwriters; ani

» the right to demand that we effect a registratigth wespect to all or a part of their securitie®mius becoming eligible to file on
Form &3, subject to standard cutback provisions impogedrigerwriters

The investor rights agreement also restricts I@agital’s right to sell or transfer the shares of Glass A common stock acquired
pursuant to the July 9 stock purchase agreemeat fj@riod of one year from the date of purchaseoAtingly, Intel Capital’'s exercise of any
of the rights described above is subject to theratipn of such one-year period.
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The investor rights agreement will obligate us &y for the costs and expenses of registration dktzr underwriting discounts.
Additionally, Intel Capital has agreed not to offeell, contract to sell, pledge or otherwise dégpof its shares of Class A common stock
within 180 days of the IPO, subject to extensiodarrcertain circumstances. The investor rightseagent also provides that Intel's
representative on our board shall have no dutypbgation to present any corporate opportunity$punless the opportunity is expressly
presented to such board member in his or her dgpegia director or he or she otherwise first asguknowledge of the opportunity in the
course of his or her activities as a member ofomard.

In addition, we and Intel have entered into a reuind customary collaboration partnering agreeihabexpresses the partiéstent tc
continue to expand their cooperative efforts argointt development, marketing and industry initras.

Other Related Person Transactions

In June 2007, our Compensation and Corporate GameenCommittee granted options to purchase 25&68@s of Class A common
stock with an exercise price of $23.00 per shatdeadel Rosenblum, our chief scientist and the andtof Diane Greene, our president,
chief executive officer and member of the boardiodctors. Other than the transactions listed apaeehave not entered into any other
transactions with related persons. Our board eftiirs will adopt policies and procedures for gvew, approval and ratification of any
future related party transactions.

128



Table of Contents

SECURITY OWNERSHIP OF MANAGEMENT OF EMC

The following persons are directors and/or exeeutifficers of EMC as of July 9, 2007.

Joseph M. Tucc Chairman, President and Chief Executive Off

William J. Teuber, 21 Vice Chairmar

Arthur W. Coviello, Jr Executive Vice President and President of F

Paul T. Dacie Executive Vice President and General Cou

David A. Donatelli Executive Vice President, Storage Products Opers

Howard D. Elias Executive Vice President, Global Services and ResoManagement Software Gro
David |. Goulder Executive Vice President and Chief Financial Offi

Diane B. Green Executive Vice President and President of VMw

Frank M. Hauck Executive Vice President, Global Marketing and Gostr Quality
Mark S. Lewis Executive Vice President, Chief Development Offi

John T. Moller Executive Vice President, Human Resoul

Michael W. Brown Director

John R. Egal Director

David N. Strohnr Director

Gail Deegar Director

Olli-Pekka Kallasvur Director

Windle B. Prierr Director

Alfred M. Zeien Director

Michael J. Cronir Director

W. Paul Fitzgeral Director

The address of each director and executive offecar’'o EMC Corporation, 176 South Street, HopkintdlA 01748. The business
telephone number of each director and executivieasffs: (508) 435-1000.
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Security Ownership of EMC Management

The following table sets forth information as ohdul5, 2007 with respect to the beneficial owngrsiiiEMC common stock by each of
EMC's directors and executive officers, and alE®C’s directors and executive officers as a graupour knowledge, except as indicated in
the footnotes to this table or as provided by aaiblie community property laws, the persons namékisgrtable have sole investment and
voting power with respect to the shares of comntooksindicated.

Number of Shares of
EMC

Common Stock OZ?;?::&?L
Name of Beneficial Owner Beneficially Owned®) Shares
Michael W. Brown@ 40,00( *
Arthur W. Coviello, Jr® 1,055,24: *
Michael J. Cronirt® 170,00 *
Paul T. Dacief® 1,619,171 *
Gail Deegar® 148,50( *
David A. Donatelli®” 2,365,96! *
John R. Egarf® 2,160,59 *
Howard D. Eliag? 1,358,25. *
W. Paul Fitzgeraldt® 749,20¢ *
David I. GoulderitV 1,928,94. *
Diane B. Greené&? 1,136,15. *
Frank M. Hauck!?® 2,034,82I *
Olli-Pekka Kallasvud® 80,00( *
Mark S. Lewis1®) 1,741,75. *
John T. Moller{t®) 1,464,01; *
Windle B. Priem{1? 240,00( *
David N. Strohmi!8) 731,17¢ *
William M. Teubert9 2,582,41! *
Joseph M. Tucck® 8,889,20! t5
Alfred M. Zeien®b 230,00 *
All directors and executive officers as a group f2@sons}?? 31,223,37 1.4¢

* Less than 19

(1) All amounts shown in this column include shasbtinable upon exercise of stock options curyesiercisable or exercisable within 60
days of the date of this tab

(2) Mr. Brown is deemed to own 10,000 of these shayesdrhue of options to purchase these she

(3) Mr. Coviello is deemed to own 760,488 of these etidy virtue of options to purchase these sh
(4) Mr. Cronin is deemed to own 130,000 of these shayesrtue of options to purchase these she
(5) Mr. Dacier is deemed to own 1,160,000 of theseeshhy virtue of options to purchase these sh
(6) Ms. Deegan is deemed to own 90,000 of these shgreistue of options to purchase these she
(7) Mr. Donatelli is deemed to own 1,830,000 of thdsares by virtue of options to purchase these sh
(8) Mr. Egan is deemed to own 90,000 of these sharedtue of options to purchase these she

(9) Mr. Elias is deemed to own 770,000 of these shayesrtue of options to purchase these she

(10) Mr. Fitzgerald is deemed to own 290,000 of theseshby virtue of options to purchase these sh
(11) Mr. Goulden is deemed to own 1,390,000 of theseeshay virtue of options to purchase these sh
(12) Ms. Greene is deemed to own 620,000 of these shgréstue of options to purchase these she
(13) Mr. Hauck is deemed to own 1,524,464 of these shayevirtue of options to purchase these sh:
(14) Mr. Kallasvuo is deemed to own 20,000 of theseeshhy virtue of options to purchase these sh
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(15)
(16)
(17)
(18)
(19)
(20)
(21)
(22)

Mr. Lewis is deemed to own 1,223,052 of these shhyevirtue of options to purchase these shi

Mr. Mollen is deemed to own 1,076,888 of these ey virtue of options to purchase these sh

Mr. Priem is deemed to own 90,000 of these sharesrtue of options to purchase these she

Mr. Strohm is deemed to own 85,200 of these shHayregrtue of options to purchase these she

Mr. Teuber is deemed to own 1,905,000 of theseeshay virtue of options to purchase these sh

Mr. Tucci is deemed to own 6,850,000 of these shhyevirtue of options to purchase these shi

Mr. Zeien is deemed to own 175,000 of these sHaredrtue of options to purchase these she

Includes 20,460,092 shares of EMC common sbecleficially owned by all EMC executive officenmsdadirectors as a group by virtue
of options to purchase these shares. Excludessshar® which such individuals have disclaimed fieiaé ownership.
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Recent Transactions in EMC Common Stock

Based on the information available to EMC as ofeJus, 2007, the following table sets forth the $eations in shares of EMC common
stock by directors and executive officers of EMQCinlgi the past 60 days.

Number of Price per
Name Date Shares Share Transaction
Arthur W. Coviello, Jr 5/2/07 100,00 $ 5.4z Exercise of stock optior
5/2/07 100,000 $ 15.2¢ Sale of share
5/3/07 50,00 $ 5.4z Exercise of stock optior
5/3/07 50,00 $ 15.3¢ Sale of share
5/11/07 119,76( $ 1.67 Exercise of stock optior
6/5/07 25,00( —  Granted shares of restricted st
6/15/07 75,00( —  Granted shares of restricted st
Michael J. Cronir 5/3/07 10,00( —  Granted restricted stock un
Paul T. Dacie 4/26/07 20,00 $ 6.117: Exercise of stock optior
4/26/07 20,00 $ 15.67 Sale of share
4/27/07 20,00 $ 6.117: Exercise of stock optior
4/27/07 20,00 $ 15.6z Sale of share
4/30/07 20,00 $ 6.117: Exercise of stock optior
4/30/07 20,00 $ 15.27 Sale of share
5/2/07 20,00 $ 6.117: Exercise of stock optior
5/2/07 20,00 $ 15.2¢ Sale of share
5/4/07 23,89¢ $ 6.117. Exercise of stock optior
5/4/07 23,89¢ $ 15.4C Sale of share
Gail Deegar 5/3/07 10,00( —  Granted restricted stock un
John R. Egal 5/3/07 10,00( —  Granted restricted stock un
5/31/07 50,00 $ 17.06: Sale of share
Howard D. Elias 6/5/07 76,04 —  Disposed of share
W. Paul Fitzgeral 5/3/07 10,00( —  Granted restricted stock un
Frank M. Hauck 6/1/07 190,53t $ 10.562! Exercise of stock optior
6/1/07 190,53t $ 16.8¢ Sale of share
6/4/07 55,00 $ 5.4z Exercise of stock optior
6/4/07 55,000 $ 17.0¢ Sale of share
Mark S. Lewis 4/18/07 40,00 $ 15.3C Sale of share
5/10/07 19,48: $ 7.7C Exercise of stock optior
John T. Moller 5/7/07 65,000 $ 5.4Zz Exercise of stock optior
5/7/07 65,000 $ 15.6C Sale of share
Windle B. Priernr 5/3/07 10,00( —  Granted restricted stock un
David N. Strohrr 5/3/07 10,00( —  Granted restricted stock un
William J. Teuber, Ji 4/27/07 150,000 $ 15.5¢ Sale of share
5/8/07 3,84 —  Gifted share!
5/31/07 5, 767 —  Gifted share!
Alfred Zeien 5/3/07 10,00( —  Granted restricted stock un
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U.S. FEDERAL INCOME TAX CONSEQUENCES

The exchange of options and restricted stock puatsiahis Offer is expected to be treated as atagable exchange and the Company
and the participants in the exchange are not eggdotrecognize income for U.S. federal incomeptapposes upon the tender of EMC
Options and EMC Restricted Stock and the awardMfdre Options and VMware Restricted Stock. Incenstock options that are tendered
in this Offer will be exchanged for nonqualifiedsk options. VMware may be entitled to a tax demumctupon the exercise of the
nonqualified stock options issued as VMware Options

An optionholder who, due to such limitations, reesinonqualified stock options in VMware of inceatstock options will, with
respect to such nonqualified stock options, natltmgble for the favorable tax treatment that iqiable to incentive stock options. That
favorable tax treatment consists generally of thilityato exercise the option without an immediga liability for the optionee and the ability
to receive capital gains tax treatment upon disjpwsof the underlying shares under certain cirdamses.

In general, no taxable income is expected to bezezhby a participant who receives a grant of VMevRestricted Stock. Income is
generally not realized with respect to restrictetls so long as the shares of restricted stockanéransferable and subject to a substantial
risk of forfeiture. The fair market value of theasbs on the date the restrictions lapse will batéeas compensation income to the participant
and will be taxable in the year the restrictiorsska The Company generally will be entitled to empensation deduction for the amount of
compensation income the participant recognizes.

This information is a brief summary only and refere is made to the Internal Revenue Code of 198éireended, and the regulations
and interpretations issued thereunder, for a camglatement of all relevant federal tax consegei¢e recommend that you consult
your own tax advisor with respect to the country, t&ate and local tax consequences of participating ithis Offer.
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DESCRIPTION OF CAPITAL STOCK OF VMWARE

The following description of our capital stock gmavisions of our certificate of incorporation amglaws, each of which will be in
effect as of the date of this Prospectus—Offertohange, are summaries thereof and are qualifie@fieyence to our certificate of
incorporation and bylaws, copies of which have bi#ed with the SEC as exhibits to the Exchangee®ORegistration Statement of which t
Prospectus—Offer to Exchange forms a part.

EMC Options and EMC Restricted Stock

EMC Options constitute performance-based compenmsatcause they have value to the recipient ortheifprice of EMC Stock
increases. EMC Options generally vest at the ra29% per year on each of the first five anniveesaof the grant date, subject to the
recipient’s continued service with EMC. EMC Optiarenerally have a five-year vesting schedule, atstef a more typical three- or foyeal
vesting schedule, to encourage retention.

EMC Restricted Stock awards are valued based opribe of EMC Stock on the award date. EMC Restdd$tock awards have varic
vesting terms from the date of grant, including mta vesting over three years, cliff vesting atéimd of three or five years with acceleration
for achieving specified performance criteria ariff ebsting on various dates contingent on achig\dpecified performance criteria. For
awards with performance conditions, EMC manageraealuates the criteria in each grant to deterntiegptobability that the performance
condition will be achieved.

General
Upon completion of the IPO and subject to the dgsif the Intel investment, our authorized cagstatk will consist of:
e 2,500,000,000 shares of Class A common stock, @ae\t0.01 per shar
e 1,000,000,000 shares of Class B common stock,aaev$0.01 per shar
* 9,500,000 shares of Series A preferred stock daevk0.01 per share, a
* 90,500,000 shares of undesignated preferred gpackjalue $0.01 per sha
As of the date of this Prospectus—Offer to ExchaBge500,000 shares of Class A common stock astanding, and 300,000,000
shares of Class B common stock are outstandingndpmpletion of the IPO, there will be outstandittg000,000 shares of Class A comr

stock and 300,000,000 shares of Class B commok.sAacof the date of this Prospectus—Offer to Exgdes no preferred stock has been
designated or is outstanding.

Common Stock
Dividend Rights

Subject to preferences that may apply to sharpsadérred stock outstanding at the time, the hsldéoutstanding shares of our
Class A common stock and Class B common stockraitteel to receive dividends, out of assets legaligilable, sharing equally in all such
dividends on a per share basis, at the times atitetiamounts that our board of directors may deterrtom time to time.

Conversion Rights

Each share of Class B common stock is convertilhigevineld by EMC or its successor-in-interest atdption of EMC or its successor-
in-interest into one share of Class A common sttfabur Class B common stock
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is distributed to security holders of EMC in a gaation (including any distribution in exchange $bares of EMC'’s or its successor-in-
interests common stock or other securities) intended tdifyuss a distribution under Section 355 of the €pdr any corresponding provisi
of any successor statute, shares of our Class Bnoonstock will no longer be convertible into shavé€lass A common stock. Prior to any
such distribution, all shares of Class B commouglstaill automatically be converted into shares td<3 A common stock upon the transfer
of such shares of Class B common stock by EMC dtfeer to any of EMC'’s successors or any of its ilidases (excluding us). If such a
distribution has not occurred, each share of GBassmmon stock will also automatically convert atls time as the number of shares of C
B common stock owned by EMC or its successor-iarggt falls below 20% of the outstanding sharesuofcommon stock. Following any
such distribution, we may submit to our stockhoddeproposal to convert all outstanding sharesnfidass B common stock into shares of
our Class A common stock, provided that we haveived a favorable private letter ruling from théehmal Revenue Service satisfactory to
EMC to the effect that the conversion will not afféhe intended tax treatment of the distributiona meeting of our stockholders called for
this purpose, the holders of our Class A commoaokséamd our Class B common stock will be entitledne vote per share and, subject to
applicable law, will vote together as a single slasd neither class of common stock will be emtitiea separate class vote. All conversions
will be effected on a share-for-share basis.

Voting Rights

Except that holders of Class A common stock arilesto one vote per share while holders of CBg®mmon stock are entitled to 10
votes per share on all matters to be voted on bgtmekholders and except with respect to the ieledf directors, conversion, certain actic
that require the consent of holders of Class B comstock and other protective provisions as sé¢hfiorthis Prospectus©ffer to Exchange
the holders of Class A common stock and Class Bneomstock have identical rights. The holders ofs€IB common stock, voting
separately as a class, are entitled to elect 80#tediotal number of directors on our board of cives which we would have if there were no
vacancies on our board of directors at the timbjei to any rights of any series of preferred lstocelect directors, the holders of Class A
common stock and the holders of Class B commorkstating together as a single class, are entttbeglect our remaining directors, which
at no time will be less than one director. In anglselection, the holders of Class A common stouktae holders of Class B common stock
are entitled to one vote per share. In the evaitttte rights of any series of our preferred stwokild preclude the holders of Class A comi
stock and the holders of Class B common stockngdtigether as a single class, from electing at leae director, our board of directors will
increase the number of directors prior to the issaaf that preferred stock to the extent necedsaaifow these stockholders to elect at least
one director. Generally, all other matters to biesimn by stockholders must be approved by a ntgjofithe votes entitled to be cast at a
meeting by all shares of Class A common stock dad<B common stock present in person or represddayt@roxy, voting together as a
single class, subject to any voting rights grareekolders of any preferred stock. Additionallylldaving a distribution of our Class B
common stock to security holders of EMC, any persogroup that beneficially owns 10% or more of Gleiss B common stock will not
have any right to vote their shares of Class B comstock in the election of directors unless thleaspn or group of persons also beneficially
owns at least an equivalent percentage of our Glassmmon stock with two exceptions:

« where such person or group obtains the consenirddaard of directors prior to acquiring benefi@alnership of at least 5% of
our common stock; ¢

» where such person or group acquires beneficial cstiije of at least 5% of our common stock solela assult of a distribution of
Class B common stock to EMC stockholders and, pa@cquiring one additional share of Class B comistock, such person or
group obtains the consent of our board of direc

Preemptive or Redemption Rights

Our Class A common stock and Class B common stazgenerally not entitled to preemptive rights angl not subject to redemption
or sinking fund provisions. However, pursuant tararestor rights agreement we
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entered into with Intel Capital in connection wittiel Capital’s investment in our Class A commooc&t in the event we have not closed an
underwritten public offering with an aggregate prio the public of at least $250 million on or bef®@ecember 31, 2007, then at any time
from January 1, 2008 and before the earlier ottbsing of such a public offering and the third mensary of the closing of the sale of our
Class A common stock to Intel Capital:

» Intel Capital will have preemptive rights with respto the shares of Class A common stock purchasestiant to the Intel
investment

* holders of shares of Class A common stock purchpaesliant to the Intel investment and not convedesleries A preferred sto
will have the right to require us to repurchaselalk not less than all, of such shares of Classimon stock; an

» we will have the right to require holders of Cldssommon stock purchased pursuant to the Intelstient and not converted to
Series A preferred stock to sell us all, but neslthan all, of such shares of Class A common s

in the case of the put and call rights, at a psitiicient to provide a cumulative internal raterefurn of 15% per annum from the date of the
closing of the Intel investment; provided that & wxercise our call right described above befoneidiay 1, 2009, then the purchase price of
the shares will be the price that we would havenl#igated to pay had we exercised that rightamudry 1, 2009.

Right to Receive Liquidation Distributions

Upon our liquidation, dissolution or winding-upgtholders of our Class A common stock and ClassrBneon stock are entitled to
share equally in all of our assets remaining afegiment of all liabilities and the liquidation peeénces of any outstanding preferred stock.

Preferred Stock

No shares of our preferred stock are outstandirgf #ee date of this Prospectus—Offer to Exchamtmvever, pursuant to the investor
rights agreement we entered into with Intel Capitalonnection with Intel Capitad’investment in our Class A common stock, uponimgpef
the investment our board of directors will designidie terms, and reserve 9.5 million shares, dgéSé preferred stock. If the IPO does not
close by December 31, 2007, Intel Capital will h&veright to exchange its shares of Class A comstock on a one-for-one basis for shares
of Series A preferred stock.

The holders of Series A preferred stock will betkstt to one vote per share on all matters to ledron by our stockholders and will
vote with the holders of the Class A common staut the holders of the Class B common stock, togetha single class, to elect Group Il
members of our board of directors and on all othatters to be voted on by Class A and Class B btidkrs, subject to applicable law.

Generally, the Series A preferred stock will batkett to annual cumulative dividends at a rate %f 4ompounded annually. In the e\
of a liquidation, dissolution or winding up of ocompany, before any payment or distribution of @gsets to the holders of shares ranking
junior to the Series A preferred stock, the holddrthe Series A preferred stock will be entitledatl dividends accumulated, accrued
unpaid thereon. The Series A preferred stock wilbmatically convert into Class A common stock upaninitial public offering of Class A
common stock, provided that we pay a fee to Inagi@al designed to provide them with a 15% per amimternal rate of return if the offerii
price to the public in the public offering is lowtian the price that would reflect such a ratestdimn, or upon conversion of more than 509
the then outstanding Series A preferred stock (thighconsent of Intel Capital so long as the I@@pital owns any Series A preferred stock).
Additionally, the Series A preferred stock will leapreemptive rights that allow holders to maintaigir ownership percentage in us in the
event we sell additional shares of our common stwgkreferred stock. The
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Series A preferred stock will also contain customenti-dilution provisions in the event that wel sglditional shares of our common stock or
preferred stock at a price lower than the convarpiice of the Series A preferred stock.

In the event we have not closed an underwritteripoffering with an aggregate price to the puldfat least $250 million on or before
December 31, 2007, then at any time from Janua?pQ8 and before the earlier of the closing of sagublic offering and the third
anniversary of the closing of the sale of our Clag®mmon stock to Intel Capital:

* holders of shares of Series A preferred stockheille the right to require us to repurchase allnetitess than all, of the shares of
Series A preferred stock; a

« we will have the right to require the holders af Beries A preferred stock to sell to us all, lnitless than all, of the shares of
Series A preferred stoc

in each case, at a price sufficient to provide mwative internal rate of return of 15% per annuanf the date of the closing of the Intel
investment; provided that if we exercise our cglht described above before January 1, 2009, thepdrchase price of the shares will be the
price that we would have been obligated to paywaexercised that right on January 1, 2009. Thepdtcall rights described in this
paragraph would also apply to the shares of Classmmon stock purchased by Intel Capital in thenesach shares are not converted into
shares of Series A preferred stock.

For so long as Intel Capital holds a number of shaf Series A preferred stock representing at 2% of the number of shares of
Class A common stock originally issued at the clggif the Intel investment, we will not, withouttlritten consent of the then-current
holders of at least 50% of the Series A prefertedks either directly or by amendment, merger, otidation, or otherwise:

» create or authorize the creation of or issue ahgratecurity senior to the securities held by I@@pital or increase the authorized
number of Series A Preferre

» create or authorize the creation of any debt ot deturity, other than debt issued in the orditanyrse of business;
e amend, alter or repeal any provision of our ceuife of incorporation which alters or changes thwers, preferences or special
rights of the Series A preferred stock so as tecafthem adversel

provided that none of the rights described abovkgivie the holders of Series A preferred stoclkepasate class vote to approve a merger
where the consideration for the merger consisiseéybf cash.

Additionally, our board of directors is empowersdbject to the approval of our Class B stockholdznsl subject to any requirement
the New York Stock Exchange, or any applicableamai securities exchange, to cause the remainifgO®O00 authorized shares of our
preferred stock to be issued from time to timerie or more series, with the numbers of sharesdf series and the designations, prefere
and relative, participating, optional, dividend anter special rights of the shares of each sugbssand the qualifications, limitations,
restrictions, conditions and other characterigtieseof as fixed by our board of directors. Amolng $pecific matters that may be determined
by our board of directors are:

» the designation of each seri

» the number of shares of each ser

» the rate of dividends, if an

* whether dividends, if any, shall be cumulative oncumulative

» the terms of redemption, if an

» the rights of the series in the event of any vamnbr involuntary liquidation, dissolution or wiimgj-up of the affairs of our
company;

137



Table of Contents

* rights and terms of conversion or exchange, if i
» restrictions on the issuance of shares of the saries or any other series, if any; :
« voting rights, if any
Other than with respect to our obligation to deatgrthe terms, and reserve for issuance shar&grigfs A preferred stock pursuant to
our obligations in connection with the Intel invasint, we have no present plans to issue any shapesferred stock. The ability of our

board of directors to issue preferred stock wittretatkholder approval could have the effect of vials, deferring or preventing a change in
control of us or the removal of our existing managat.

Warrants
As of the date of this Prospectus—Offer to Exchatigere were no outstanding warrants to purchaaeestof our capital stock.

Registration Rights

We will enter into a master transaction agreemétit BV C which, among other things, provides fora@fied registration and other
rights relating to the shares of our common stogked by EMC. See “Certain Relationships and RelB&don Transactions—Relationship
with EMC Corporation.” In connection with Intel Gégd's proposed purchase of Class A common stoekhawve entered into an investor
rights agreement with Intel Capital which providetl Capital with registration rights. See “Cent&telationships and Related Person
Transactions—Our Relationship with Intel.”

Approval Rights of Holders of Class B Common Stock

In addition to any other vote required by law ordwy certificate of incorporation, until the firdate on which EMC ceases to
beneficially own 20% or more of the outstandingreBaf our common stock, the prior affirmative votewritten consent of EMC as the
holder of the Class B common stock is requiredjéstibin each case to certain exceptions) in ord@uthorize us to:

» consolidate or merge with any other ent

e acquire the stock or assets of another entity geex of $100 million

e issue any stock or securities except to our sudisédi or pursuant to the IPO or our employee bepkins;
» dissolve, liquidate or wind us u

» declare dividends on our stoc

* enter into any exclusive or exclusionary arrangeméth a third party involving, in whole or in pagroducts or services that are
similar to EMC's; and

» amend, terminate or adopt any provision inconsistéth certain provisions of our certificate of orporation or bylaws

Anti-Takeover Effects of Our Certificate of Incorporation and Bylaws

The provisions of our certificate of incorporatiand our bylaws described below may have the effiedelaying, deferring or
discouraging another party from acquiring contifals.
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Board of Directors

Our board of directors will consist of not lessritsix and not more than twelve directors, withékact number to be determined by the
board of directors. The members of our board afadars will be divided into two groups, Group | @tbup Il. Each director elected by the
holders of Class B common stock, voting separatslg class, will be designated Group | membersrdimaining directors will be designa
Group Il members. The initial division of our boarftidirectors into Group | members and Group Il rhens will be made prior to the IPO by
the affirmative vote of the majority of the entlveard of directors so that the Group | membersauifistitute at least 80% of our board of
directors upon the completion of the IPO.

Our certificate of incorporation also provides that board of directors will be further classifietio three classes with staggered three-
year terms. Accordingly, only o-third of our board of directors will be electedeatch annual meeting. Each class will consisteasiynas
possible, of one-third of the total number of dicgs and one-third of the respective Group | membad Group Il members other than those
elected by holders of our preferred stock. No daecmay be a member of more than one class oftdir® The initial division of the board
directors into classes will be made by a vote wfggority of the entire board of directors.

Any Group | member of our board of directors maydmoved from office at any time, with or withoatuse, by the affirmative vote of
80% of the holders of Class B common stock, vosieparately as a class. Any Group Il member of oardb of directors may be removed
from office at any time, with or without cause, thy affirmative vote of the holders of at least@arity of the votes entitled to be cast in the
election of Group Il members.

Any vacancy on the board of directors that reduits an increase in the number of directors mafilleel only by a majority of the
board of directors then in office, provided thajumrum is present, and any other vacancy occuimitige board of directors may be filled o
by a majority of directors then in office, everidés than a quorum, or by a sole remaining direétowever, until EMC ceases to be the
beneficial owner of shares of our common stockas@nting at least a majority of the votes entittede cast by the holders of Class A
common stock and the holders of Class B commorkstating together as a single class, any vacaaoged by the removal of a director by
our stockholders may be filled only by our stocklesk pursuant to the procedures for electing Gtampmbers or Group Il members, as
appropriate. Notwithstanding the preceding senteifitiee appointment of any person to a vacancyldocause the number of Group |
members of our board of directors to be less tlt# 8f the total number of directors on our boardicéctors which we would have if there
were no vacancies on our board of directors atithe, then the vacancy will be filled by majoritgte of the Group | members then in office,
and the director filling the vacancy will be desaged a Group | member of our board of directors.

Stockholder Action by Written Consent; Special Mipgfs

Our certificate of incorporation provides that ustich time as EMC or its successoriiterest ceases to hold shares representing &
a majority of votes entitled to be cast by the baddof Class A common stock and the holders ofSdBasommon stock, voting together as a
single class, any action required or permittededdiken by stockholders at any annual or speciatingeof stockholders may be taken witt
a meeting, without prior notice and without a vae Jong as written consent is obtained from thddrs of the minimum number of votes 1
would have been required to authorize or take adtisuch a meeting were held. From and after sinck as EMC or its successor-in-interest
ceases to hold shares representing at least aityabthe votes entitled to be cast by the hola#r€lass A common stock and the holders of
Class B common stock, voting together as a sirlglescany action required or permitted to be tdikestockholders may be effected only at a
duly called annual or special meeting of stockhiddend may not be effected by a written consenbasents by stockholders in lieu of suc
meeting.

Except as otherwise required by law, special mgstaf our stockholders for any purpose or purpasag only be called by (1) EMC or
its successor-in-interest, so long as EMC or itesssor-in-interest is the
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beneficial owner of at least a majority of the wémtitled to be cast by the holders of Class Arnomstock and the holders of Class B
common stock, voting together as a single clagxyfchairman or (3) our board of directors or secretary pursuant to a resolution
approved by a majority of directors then in offibi business other than that stated in the nofieespecial meeting may be transacted at
such special meetings.

Cumulative Voting
Our stockholders do not have cumulative votingtsgh

Amendment

Subject to the rights of holders of our Class B gmn stock to withhold their consent to the amendméthe provisions of our
certificate of incorporation relating to corporafgportunities and conflicts of interest between @ampany and EMC, certain provisions of
our certificate of incorporation, including thos#ating to corporate opportunities and conflictsndérest between us and EMC, the conse
EMC or its successor-in-interest as the holdenwf@ass B common stock, our bylaws, our boardirafotiors and the indemnification of our
directors and officers, may be amended by thenaffiive vote of at least 80% of the votes entitetlé cast thereon. All other provisions of
our certificate of incorporation may be amendedhgyaffirmative vote of a majority of the votesidatl to be cast thereon.

The board of directors may from time to time mak@gend, supplement or repeal our bylaws upon the ofod majority of the board of
directors. Once EMC or its successor-in-intereases to own shares representing at least a magbritye votes entitled to be cast by the
holders of Class A common stock and the holdeGlafs B common stock, voting together as a singkescour certificate of incorporation
provides that the sections of our bylaws relateduioclassified board structure, the removal oédliors and the required advance notice
related to shareholder proposals and nominatiahirettors by shareholders may only be amendeddwftirmative vote of shares
representing at least 80% of the votes entitldgetoast by the outstanding common stock, voting siagle class, subject to any voting rights
granted to any holders of any preferred stock.

Delaware Law Regulating Corporate Takeovers

We will be subject to the provisions of Section 203he Delaware General Corporation Law regulatiogporate takeovers. In general,
those provisions prohibit a Delaware corporatiamfrengaging in any business combination with atsré@sted stockholder for a period of
three years following the date that the stockholdgrame an interested stockholder, unless:

» the transaction is approved by the board beforel#te the interested stockholder attained thatsi

* upon consummation of the transaction that resuttélde stockholder becoming an interested stocldroltie interested
stockholder owned at least 85% of the voting stafche corporation outstanding at the time thegdaation commenced;

« on or after the date the business combinationpsoyed by the board and authorized at a meetirsgookholders by at least two-
thirds of the outstanding voting stock that is oened by the interested stockholc

Section 203 defines “business combination” to idelthe following:
« any merger or consolidation involving the corparatand the interested stockholc
e any sale, transfer, pledge or other dispositiohG86 or more of the assets of the corporation innglthe interested stockhold:

» subject to certain exceptions, any transactionrémailts in the issuance or transfer by the cotmorar its subsidiaries of any
stock of the corporation to the interested stoattb

140



Table of Contents

* any transaction involving the corporation or itbsidiaries that has the effect of increasing ttupgprtionate share of the stock of
any class or series of the corporation beneficialiyned by the interested stockholder

» the receipt by the interested stockholder of theefieof any loans, advances, guarantees, pledgether financial benefits
provided by or through the corporatic

In general, Section 203 defines an interested bdkr as any entity or person beneficially ownlsg6 or more of the outstanding
voting stock of the corporation and any entity ergon affiliated with or controlling or controlldxy any of these entities or persons.

A Delaware corporation may opt out of this provisaither with an express provision in its originattificate of incorporation or in an
amendment to its certificate of incorporation olalwys approved by its stockholders. However, we mateopted out, and do not currently
intend to opt out, of this provision. The statubald prohibit or delay mergers or other takeovectmnge in control attempts and, accordir
may discourage attempts to acquire us.

Provisions of Our Certificate of Incorporation Relating to Related Person Transactions and Corporate @portunities

In order to address potential conflicts of intefestiveen us and EMC with respect to corporate dppities that are otherwise permit
to be undertaken by us, our certificate of incogtion contains provisions regulating and definimg tonduct of our affairs as they may
involve EMC and its officers and directors, and pawers, rights, duties and liabilities and thosewr officers, directors and stockholders in
connection with our relationship with EMC. In gealethese provisions recognize that, subject tdithigations related to our technology and
product development and marketing activities, we BMC may engage in the same or similar businebgtaes and lines of business, may
have an interest in the same areas of corporaterypities and will continue to have contractual dsiness relations with each other,
including officers and directors of EMC servingas directors.

Our certificate of incorporation provides that, gabto the limitations related to our technologylgroduct development and marketing
activities, EMC will have no duty to refrain from:

e engaging in the same or similar business activdidmes of business as
» doing business with any of our clients or customer
« employing or otherwise engaging any of our officeremployees

Our certificate of incorporation provides that ¥IE acquires knowledge of a potential transactiomatter which may be a corporate
opportunity for both us and EMC, EMC will have natglto communicate or present such corporate oppibytto us and we will, to the
fullest extent permitted by law, renounce any iestor expectancy in any such opportunity and waneclaim that such corporate
opportunity be presented to us. EMC will have §atisits fiduciary duty with respect to such a amgtte opportunity and will not be liable to
us or our stockholders for breach of any fiduciduyy as our stockholder by reason of the fact BFMC acquires or seeks the corporate
opportunity for itself, directs that corporate oppaity to another person or does not presentdbigiorate opportunity to us.

If one of our directors or officers who is alsoieedtor or officer of EMC learns of a potentialisaction or matter that may be a
corporate opportunity for both us and EMC and whiey be properly pursued by us pursuant to thedhions related to our technology and
product development and marketing activities, airtificate of incorporation provides that the digecor officer will have satisfied his or her
fiduciary duties to us and our stockholders, wilt be liable for breach of fiduciary duties to uslaur stockholders with respect to such
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corporate opportunity, and will be deemed not teeh@derived an improper personal economic gain fsagh corporate opportunity if the
director or officer acts in good faith in a mannensistent with the following policy:

» where an opportunity is offered to a VMware diredtaut not an officer) who is also a director ofiedr of EMC, VMware will be
entitled to pursue such opportunity only when eggheoffered to such individual solely in his or lsapacity as a VMware
director;

« where an opportunity is offered to a VMware offigdno is also an EMC officer, VMware will be entidléo pursue such
opportunity only when expressly offered to suchvitilial solely in his or her capacity as a VMwaféoer;

» where an opportunity is offered to a VMware offiedro is also a director (but not an officer) of EM@Viware will be entitled to
pursue such opportunity unless expressly offeredegandividual solely in his or her capacity asEMC director; anc

» where one of our officers or directors, who alswaes as a director or officer of EMC, learns ofoégmtial transaction or matter
that may be a corporate opportunity for both usBRKL in any manner not addressed in the forego@sgdptions, such director
or officer will have no duty to communicate or mesthat corporate opportunity to us and will netliable to us or our
stockholders for breach of fiduciary duty by reasbthe fact that EMC pursues or acquires that@@ie opportunity for itsel

The foregoing limitation of liability provisions @amot intended to be an allocation of corporateooppities between us and EMC.

For purposes of our certificate of incorporatiotorporate opportunities” are limited to businesparfunities permitted by the
provisions related to our technology and produgetipment and marketing activities and, subjec¢hi® limitation, include business
opportunities which we are financially able to uridke, which are, from their nature, in our lineboiiness, are of practical advantage to us
and are ones in which we have an interest or @naéde expectancy, and in which, by embracing tigodunities, the self-interest of EMC
or its officers or directors will be brought intortflict with our self-interest.

The corporate opportunity provisions in our cectife of incorporation will continue in effect urttile later of (1) EMC or its successor-
in-interest ceasing to beneficially own 20% or mof¢he outstanding shares of our common stock(2nthe date upon which no VMware
officer or director is also an officer or direcfrEMC or its successor-in-interest. The vote deast 80% of the votes entitled to be cast will
be required to amend, alter, change or repealdifocate opportunity provisions.

By becoming a stockholder in our company, you bhélldeemed to have notice of and have consentée farovisions of our certificate
of incorporation related to corporate opportunitiest are described above.

Limitation of Liability and Indemnification Matters

Section 145 of the Delaware General Corporation peavides that a corporation may indemnify direstand officers, as well as other
employees and individuals, against expenses, imgduattorneys’ fees, judgments, fines and amouaid o settlement, that are incurred in
connection with various actions, suits or procegslinvhether civil, criminal, administrative or irstigative other than an action by or in the
right of the corporation, known as a derivativdactif they acted in good faith and in a manneytheasonably believed to be in or not
opposed to the best interests of the corporatioa, &ith respect to any criminal action or proceedif they had no reasonable cause to
believe their conduct was unlawful. A similar stardlis applicable in the case of derivative actiexsept that indemnification only extends
to expenses, including attorneys’ fees, incurrecbimnection with the defense or settlement of @atlons, and the statute requires court
approval before there can be any indemnificatighéfperson seeking indemnification has been fdiahie to the corporation. The statute
provides that it is not excluding other indemnifioa that may be granted by a corporation’s bylatisinterested director vote, stockholder
vote, agreement or otherwise.
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Our certificate of incorporation provides that epelison who was or is made a party or is threatembd made a party to or is involved
in any action, suit or proceeding, whether civiliménal, administrative or investigative, by reasufrthe fact that such person, or a person of
whom such person is the legal representative, igagra director or officer of us, or has or haceadrto become a director of us, or, while a
director or officer of us, is or was serving at oequest as a director, officer, employee or agéahother corporation or of a partnership, |
venture, trust, enterprise or nonprofit entity lirtding service with respect to employee benefihplavhether the basis of such proceeding is
the alleged action of such person in an officiglazity as a director, officer, employee or agerih@ny other capacity while serving as a
director, officer, employee or agent, will be indgfied and held harmless by us to the fullest eixéenhorized by the Delaware General
Corporation Law against all expense, liability dosk suffered and expenses (including attorneys)feeasonably incurred by such person in
connection therewith. Our certificate of incorparatalso provides that we will pay the expensesiired in defending any such proceeding in
advance of its final disposition, subject to theyisions of the Delaware General Corporation Lahede rights are not exclusive of any other
right that any person may have or acquire undersgatyte, provision of our certificate of incorpiioa, bylaw, agreement, vote of
stockholders or disinterested directors or otheewio repeal or modification of these provision# imiany way diminish or adversely affect
the rights of any director, officer, employee oeagof us under our certificate of incorporatioméspect of any occurrence or matter arising
prior to any such repeal or modification. Our dexdite of incorporation also specifically authodags to maintain insurance and to grant
similar indemnification rights to our employeesagents.

Our certificate of incorporation provides that narfeur directors will be personally liable to usaur stockholders for monetary
damages for breach of fiduciary duty as a dire@wcept, to the extent required by the Delawaree@drCorporation Law, for liability:
» for any breach of the direc’s duty of loyalty to us or our stockholde
» for acts or omissions not in good faith or whictadlve intentional misconduct or a knowing violatiohlaw;

» for payments of unlawful dividends or unlawful dtquurchases or redemptions under Section 174 dbétaware General
Corporation Law; o

« for any transaction from which the director derisdimproper personal bene

Neither the amendment nor repeal of this provisudheliminate or reduce the effect of the provisim respect to any matter occurring,
or any cause of action, suit or claim that, buttha provision, would accrue or arise, prior to dmeendment or repeal of this provision.

The master transaction agreement also providéademnification by us of EMC and its directors,ioéfs and employees for specified
liabilities, including liabilities under the Sectieis Act and the Exchange Act.

In addition, EMC maintains liability insurance fits directors and officers and for the directord afficers of its majority-owned
subsidiaries, including us. This insurance providesoverage, subject to certain exceptions, agaass from claims made against directors
and officers in their capacity as such, includifajros under the federal securities laws. We hase abtained additional liability insurance
our directors and officers to reduce the deductiialgable under the policy maintained by EMC.

Stock Exchange Listing Symbol
Our Class A common stock has been approved fandisin the New York Stock Exchange under the symbiw.”
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COMPARISON OF RIGHTS OF HOLDERS OF EMC STOCK AND HO LDERS OF VMWARE STOCK

The following is a summary of the material diffeces between Massachusetts law and EMC'’s articlesgafnization and bylaws, on
the one hand, and Delaware law and VMwsueErtificate of incorporation and bylaws, on thigeo hand. This summary does not purport t
a complete discussion of, and is qualified in itdrety by reference to, EMC'’s articles of orgati@a and bylaws, VMware’s certificate of
incorporation and bylaws, Massachusetts law andwele law. For a more complete understanding odliffierences between being a
stockholder of EMC and VMware, you should carefuhad this entire Prospectus—Offer to Exchangetlamdelevant provisions of the
Delaware General Corporation Law (the “DGCL") ahd Massachusetts Business Corporation Act (the “IMBChe articles of organizatic
and bylaws of EMC and the certificate of incorpamatand bylaws of VMware, which are incorporatedréference into this Prospectus—
Offer to Exchange. Copies of EMC'’s articles of angation and bylaws and VMwaetertificate of incorporation and bylaws have bfied
with the SEC. See “Where You Can Find More Infolioratbout EMC and VMware” beginning on page 163.

CAPITAL STOCK
Authorized Stock

EMC.EMC'’s articles of organization authorizes EMC tsuis 6,025,000,000 shares of capital stock, congisti 6,000,000,000 shares
of common stock and 25,000,000 shares of prefest@zk. EMC’s board of directors has the authontijssue one or more series of preferred
stock, having terms designated by EMC's board. fAkuoe 15, 2007, there were 2,089,747,775 sharesnofnon stock and 0 shares of
preferred stock outstanding. EMC’s common stodlsted on the New York Stock Exchange.

VMware.VMware’s certificate of incorporation authorizes Midre to issue 3,600,000,000 shares of capital stmrisisting of
2,500,000,000 shares of Class A common stock, 10000000 shares of Class B common stock and 10@00&hares of preferred stock.
VMware's board of directors has the authority tuis one or more series of preferred stock, haengs designated by VMware’s board.
Pursuant to the investor rights agreement VMwatered into with Intel Capital in connection withtéhCapital’s investment in VMware
Class A common stock, upon closing of the investiéMware’s board of directors will designate the terms, ms@rve 9.5 million shares
Series A preferred stock. If VMware does not cortgpln underwritten public offering with an aggregptice to the public of at least $250.0
million on or before December 31, 2007, Intel Calpitill have the right to exchange its shares @sSIA common stock on a one-for-one
basis for shares of Series A preferred stock. As@fate of this Prospectus—Offer to Exchange&h®2000 shares of Class A common stock
are outstanding, and 300,000,000 shares of ClassrBnon stock are outstanding. Upon completion efiBO, there will be outstanding
75,000,000 shares of Class A common stock and 8000 shares of Class B common stock. As of tie afathis Prospectus—Offer to
Exchange, no preferred stock has been designaisdatstanding. VMware's Class A common stock ean approved for listing on the
New York Stock Exchang:

Voting Rights
EMC. Each share of EMC Stock entitles its holder to wote for the election of directors and on all othetters requiring action by the
shareholders or submitted to the shareholdersctira

The MBCA provides that unless a corporation’s &ti®f organization provide otherwise, each outtitapshare is entitled to one vote
on each matter voted on at a sharehofderéeting. Unless otherwise provided in the agioleorganization or bylaws, directors are eletty
a plurality of the votes cast by the shares entiitevote in the election at a meeting at whictuargm is present.
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VMware.Except that holders of VMware Class A common staxekentitled to one vote per share while holdergMivare Class B
common stock are entitled to 10 votes per shar@lanatters to be voted on by stockholders and gwéh respect to the election of
directors, conversion, certain actions that reqgtieesconsent of holders of Class B common stockadiner protective provisions as set fortl
this Prospectus—Offer to Exchange, the holdersMfwdre Class A common stock and VMware Class B comstock have identical rights.
The holders of VMware Class B common stock, votiegarately as a class, are entitled to elect 80#tedbtal number of directors on
VMware’s board of directors which it would havetliere were no vacancies on the board of directatseaime. Subject to any rights of any
series of preferred stock to elect directors, thiddrs of VMware Class A common stock and the hsldé VMware Class B common stock,
voting together as a single class, are entitlegldot the remaining directors, which at no timd b less than one director. In any such
election, the holders of VMware Class A common Istaxed the holders of VMware Class B common stoekeatitled to one vote per share.
In the event that the rights of any series of prefiéstock would preclude the holders of VMwaresSlA common stock and the holders of
VMware Class B common stock, voting together aimgles class, from electing at least one directoeg, hoard of directors will increase the
number of directors prior to the issuance of thafgrred stock to the extent necessary to allowelstockholders to elect at least one director.
Generally, all other matters to be voted on byldtotders must be approved by a majority of the ¥etatitled to be cast at a meeting by all
shares of VMware Class A common stock and VMwags€B common stock present in person or represegtptbxy, voting together as a
single class, subject to any voting rights grareekolders of any preferred stock. Additionallylldaving a distribution of VMware Class B
common stock to security holders of EMC, any persogroup that beneficially owns 10% or more of @lass B common stock will not he
any right to vote their shares of Class B commonlsin the election of directors unless that persogroup of persons also beneficially owns
at least an equivalent percentage of VMware ClassrAmon stock with two exceptions:

« where such person or group obtains the consenMbyfafe’s board of directors prior to acquiring beaiel ownership of at least
5% of VMware's common stock; ¢

* where such person or group acquires beneficial cshiye of at least 5% of VMware’s common stock spbked a result of a
distribution of Class B common stock to EMC stodkleos and, prior to acquiring one additional shafr€lass B common stock,
such person or group obtains the consent of VM's board of director:

The holders of Series A preferred stock will batkst to one vote per share on all matters to liedron by VMware stockholders and
will vote with the holders of the Class A commoac#t and the holders of the Class B common stodetteer as a single class, to elect Group
I members of VMware’s board of directors and dro#ther matters to be voted on by Class A and (astwckholders, subject to applicable
law.

In addition to any other vote required by law ontidware’s certificate of incorporation, until thest date on which EMC ceases to
beneficially own 20% or more of the outstandingreBaf VMware’s common stock, the prior affirmatiwate or written consent of EMC as
the holder of the Class B common stock is requisedbject in each case to certain exceptions) ierai@authorize VMware to:

» consolidate or merge with any other ent

e acquire the stock or assets of another entity geex of $100 million

» issue any stock or securities except to its subseat or pursuant to the IPO or its employee bep&fns;
» dissolve, liquidate or wind uj

» declare dividends on its stoc

* enter into any exclusive or exclusionary arrangemsth a third party involving, in whole or in pagroducts or services that are
similar to EMC's; and

* amend, terminate or adopt any provision inconsistéth certain provisions of its certificate of mporation or bylaws
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The DGCL provides that unless otherwise provided @orporation’s certificate of incorporation, eatbckholder is entitled to one vote
for each share of capital stock held by such stoldkdr. The DGCL further provides that unless a ocaiion’s certificate of incorporation or
bylaws otherwise provides, directors of a corporatire elected by a plurality of the votes of thares present in person or represented by
proxy and entitled to vote in the election.

Dividend Rights

EMC. The holders of EMC Stock are entitled to receivghte extent permitted by law, dividends as maynftone to time be declared
by EMC'’s board of directors.

Under the MBCA, subiject to restrictions in a cogimm’s articles of organization, a distributiondi¥idends may be made by a
corporation unless, after giving effect to the rilisttion, (1) the corporation would not be ablety its existing and reasonably foreseeable
debts, liabilities and obligations, whether or hguidated, matured, asserted or contingent, asltkeome due in the usual course of busir
or (2) the corporation’s total assets would be thas the sum of its total liabilities plus, unléiss articles of organization permit otherwise,
the amount that would be needed, if the corporatiere to be dissolved at the time of the distritiutito satisfy the preferential rights upon
dissolution of shareholders whose preferentialtsigiie superior to those receiving the distribution

VMware.Subject to preferences that may apply to shargsebérred stock outstanding at the time, the hasldéoutstanding shares of
VMware Class A common stock and VMware Class B camstock are entitled to receive dividends, owssfets legally available, sharing
equally in all such dividends on a per share basithe times and in the amounts that VMwsifgdard of directors may determine from tim
time.

The DGCL provides that, subject to any restrictiona corporation’s certificate of incorporatiorividends may be declared and paid
from the corporation’s surplus, or, if there isswplus, from its net profits for the fiscal yeanvhich the dividend is declared and/or the
preceding fiscal year. Dividends may not be dedlangt of net profits, however, if the corporationapital has been diminished to an amount
less than the aggregate amount of all capital sgmted by the issued and outstanding stock ofaabkes having a preference upon the
distribution of assets until the deficiency in #maount of capital represented by the issued aratanding stock of all classes having a
preference upon the distribution of assets is regdai

Conversion Rights
EMC.EMC Stock is not subject to any conversion rights.

VMware.VMware Class A common stock is not subject to amyversion rights.

Each share of VMware Class B common stock is cdilemwhile held by EMC or its successor-in-intdrasthe option of EMC or its
successor-in-interest into one share of VMware £asommon stock. If VMware Class B common stocHlisgributed to security holders of
EMC in a transaction (including any distributionarchange for shares of EMC's or its successoni@r¢st’'s common stock or other
securities) intended to qualify as a distributiowler Section 355 of the Code, or any corresponglingision of any successor statute, shares
of VMware Class B common stock will no longer beeertible into shares of VMware Class A common letétrior to any such distribution,
all shares of VMware Class B common stock will awgtically be converted into shares of VMware Clasommon stock upon the transfer
of such shares of VMware Class B common stock byCE#her than to any of EMC's successors or anysadubsidiaries (excluding
VMware). If such a distribution has not occurreagle share of VMware Class B common stock will @atomatically convert at such time as
the number of shares of Class B common stock owgdeMC or its successor-in-interest falls below 26fthe outstanding shares of
VMware's common stock. Following any such distribnt VMware may submit to its stockholders a pra@dds convert all outstanding
shares of its Class B common stock into sharets @lass A
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common stock, provided that it has received a falvier private letter ruling from the Internal Revergervice satisfactory to EMC to the
effect that the conversion will not affect the imed tax treatment of the distribution. In a megtihVMware stockholders called for this
purpose, the holders of VMware Class A common stoutkVMware Class B common stock will be entitledhe vote per share and, subject
to applicable law, will vote together as a sindlss and neither class of common stock will betledtio a separate class vote. All convers
will be effected on a share-for-share basis.

The DGCL provides that any stock of any class aarof series thereof may be made convertible inttheaoption of either the holder
the corporation or upon the happening of a spet#ient, shares of any other class or classesyavthrr series of the same or any other «
or classes of stock of the corporation, at suctepor prices or at such rate or rates of exchandevith such adjustments as shall be stated in
the corporation’s certificate of incorporation orthe resolution or resolutions providing for teeue of such stock adopted by the board of
directors.

Liguidation Rights

EMC. Upon any voluntary or involuntary liquidation, didstion or winding up of EMC, the holders of EMCo8k are entitled to recei
the net assets of EMC, after EMC has satisfied adarprovision for its debts and obligations andpyment to the holders of shares of any
class or series having preferential rights to re€istributions of the net assets of EMC.

The MBCA provides that distributions in liquidatiomay not be made by a corporation unless adequatésipn has been made to
satisfy (1) the corporation’s existing and reastn&dreseeable debts, liabilities and obligatiombether or not liquidated, matured, asserted
or contingent, as they thereafter arise; and @)pttieferential liquidation rights of shares whosefgrential rights are superior to such right
the shares which would receive the distribution.

VMware.Upon VMware'’s liquidation, dissolution or winding uthe holders of VMware Class A common stock aiinére Class B
common stock are entitled to share equally infalfdware’s assets remaining after payment of albiiities and the liquidation preferences
of any outstanding preferred stock.

The DGCL provides that a corporation’s claims dligaiions shall be paid in full and any such prawvisfor payment shall be made in
full if there are sufficient assets. If there amsufficient assets, such claims and obligationd blegpaid or provided for according to their
priority, and, among claims of equal priority, falato the extent of assets legally available. A@yaining assets shall be distributed to the
corporation’s stockholders.

Appraisal/Dissenters’ Rights

EMC. The MBCA provides that dissenters’ right of appahere only available in connection with (1) mesgéshareholder approval is
required or if the corporation is a subsidiary tisanherged with its parent, unless shareholdersemeiving cash or marketable securities as
consideration; (2) certain share exchanges; (8gsaflall, or substantially all, of the assets ljvagértain exceptions); (4) certain amendmen
the articles of organization that materially angiexdely affect rights in respect of a dissentenarss; (5) an amendment of the articles of
organization or of the bylaws or the entering ibyathe corporation of any agreement to which theaiolder is not a party that adds
restrictions on the transfer or registration or angstanding shares held by the shareholder or dsremy pre-existing restrictions on the
transfer or registration of his shares in a mamvtech is materially adverse to the ability of theseholder to transfer his shares; (6) any
corporate action taken pursuant to a shareholderteche extent that the articles of organizatiytaws or board resolution provides that
shareholders are entitled to an appraisal; andgiqin corporate conversions.

VMware.The DGCL provides that a stockholder who has neitbéed in favor of a merger or consolidation nongented thereto in
writing shall be entitled to an appraisal by thdd\are Chancery Court
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of the fair value of the stockholder’s shares. Hesvestockholders do not have appraisal rightsdfshares of stock they hold, at the record
date for determination of stockholders entitleddte at the meeting of stockholders to act upomtheger or consolidation, or on the record
date with respect to action by written consent estteer:

» listed on a national securities exchange or deséghas a national market system security on andesder quotation system by the
National Association of Securities Dealers, Inc.

* held of record by more than 2,000 stockhold

Further, no appraisal rights are available to dtotders of the surviving corporation if the merdat not require the vote of the
stockholders of the surviving corporation.

Notwithstanding the foregoing, appraisal rights available if stockholders are required by the gohthe merger agreement to accept
for their shares certain specified consideration.

Appraisal rights are also available under the DGCtertain other circumstances including in cerfzanent subsidiary corporation
mergers, and in certain circumstances where th#icate of incorporation so provides.

BOARD OF DIRECTORS
Number of Directors

EMC. EMC's bylaws provide that the number of EMC direstshall be fixed at any time or from time to tiody by the affirmative
vote of a majority of the directors then in offitet shall not be less than three, except that edemthere shall be only two shareholders, the
number of directors shall be not less than two,w@hednever there shall be only one shareholderethieall be at least one director. EMC’s
board of directors is currently composed of ten iners.

The MBCA provides that the board of directors dflassachusetts corporation shall consist of onearerdirectors as specified or fix
by the corporation’s articles of organization ofawys.

VMware.VMware’s board of directors will consist of not $ethan six and not more than twelve directors, withexact number to be
determined by the board of directors. VMware’s bloafrdirectors is currently composed of six members

Delaware law provides that the board of directdra Delaware corporation shall consist of one oravirectors as fixed by the
corporation’s certificate of incorporation or bylaw

Classified Board

EMC.On May 3, 2007, the shareholders of EMC approvednapany proposal to exempt EMC from the requiresehthe provisions
of the MBCA which provide that the terms of direstef a public corporation incorporated in Massagthis shall be staggered. Beginning
with EMC’s 2008 annual meeting of shareholdersdiéctors will be elected for one-year terms.

The MBCA provides that the terms of the directdra public corporation shall be staggered by diwdihe number of directors into
three groups unless the corporation’s board ottirs or the corporation’s shareholders by a vétevo-thirds of each class of stock
outstanding at a meeting duly called for the puepafsthe vote adopt a vote exempting the corpandtiom having a staggered board.

VMware.The members of VMware’s board of directors willdieided into two groups, Group | and Group Il. Ealitector elected by
the holders of Class B common stock, voting sepbrais a class, will be designated
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Group | members. The remaining directors will bsigeated Group Il members. The initial divisiontloé VMware board of directors into
Group | members and Group Il members will be maiter o the IPO by the affirmative vote of the mitip of the entire board of directors
that the Group | members will constitute at led¥%80f the board of directors upon the completiothefIPO.

VMware’s certificate of incorporation also providist the board of directors will be further cléiesl into three classes with staggered
three-year terms. Accordingly, only one-third of thoard of directors will be elected at each anmesting. Each class will consist, as nearly
as possible, of one-third of the total number oécliors and one-third of the respective Group | tmenmand Group || members other than
those elected by holders of preferred stock. Neatirs may be a member of more than one classatdrs. The initial division of the board
of directors into classes will be made by a vota afajority of the entire board of directors.

Delaware law permits, but does not require, a Dataveorporation to provide in its certificate ofamporation, or by an initial bylaw, or
by a bylaw adopted by a vote of the stockholderafoassified board of directors, dividing the twbaf directors into up to three classes of
directors with staggered terms of office.

Removal of Directors

EMC.EMC'’s bylaws provide that a director may be remofred office only for cause by the affirmative vaita majority of the
shares entitled to vote at an election of direcémd only at a shareholder meeting called for tirp@se of removing the director or directors
where the notice of the meeting states that sutioval is the purpose or one of the purposes offribeting.

The MBCA provides that subject to the MBCA provisigoverning staggered boards and except as otlepnisided in a corporatios’
articles of organization or bylaws, shareholdery neanove 1 or more directors with or without cause.

VMware. Any Group | member of VMware’s board of directonay be removed from office at any time, with otheut cause, by the
affirmative vote of 80% of the holders of Class@mmon stock, voting separately as a class. Any Btbmember of the board of directors
may be removed from office at any time, with orheitit cause, by the affirmative vote of the holdsrat least a majority of the votes entitled
to be cast in the election of Group Il members.

Under the DGCL, any director or the entire boardiofctors may be removed with or without caus¢heyholders of a majority of the
shares then entitled to vote at an election ofcttims. The DGCL also provides that, unless thefmate of incorporation provides otherwise,
in the case of a corporation with a board of dwesthat is classified, directors may be removedtbgkholders only for cause.

Vacancies on Board of Directors

EMC.EMC's bylaws provide that vacancies and newly creaitedtdrships, however occurring, are to be filletelyy by the affirmative
vote of a majority of the remaining directors themffice, even though less than a quorum. Anyaoeso chosen will hold office for the
remainder of the full term of the class of direstor which the vacancy occurred or the new direttigrwas created and until such director’s
successor is elected and qualified.

The MBCA provides that generally, if a vacancy asaon a board of directors, the shareholders ntlathé vacancy, the board of
directors may fill the vacancy, or if the directoesnaining in office constitute fewer than a quorofthe board, they may fill the vacancy by
the affirmative vote of a majority of all the ditecs remaining in office. The MBCA further providdsat generally the term of a director
elected to fill a vacancy shall expire at the rehdreholders’ meeting at which directors are etecte
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VMware.Any vacancy on the board of directors that redotisi an increase in the number of directors mafilleel only by a majority
of the board of directors then in office, providedt a quorum is present, and any other vacanayrong in the board of directors may be
filled only by a majority of directors then in af&, even if less than a quorum, or by a sole rem@iirector. However, until EMC ceases to
be the beneficial owner of shares of VMware’s commtmck representing at least a majority of thes@ntitled to be cast by the holders of
Class A common stock and the holders of Class Bnoomstock, voting together as a single class, acgrcy caused by the removal of a
director by VMware’s stockholders may be filled pbly stockholders pursuant to the procedures ftelg Group | members or Group
members, as appropriate. Notwithstanding, the pliagesentence, if the appointment of any persanvacancy would cause the number of
Group | members of the board of directors to be tkan 80% of the total number of directors onlabard of directors which VMware would
have if there were no vacancies on the board ettiirs at the time, then the vacancy will be filgdmajority vote of the Group | members
then in office, and the director filling the vacanill be designated a Group | member of the badrdirectors.

The DGCL provides that, unless otherwise providethe certificate of incorporation or bylaws, vacias and newly created
directorships resulting from any increase in thihatzed number of directors may be filled by a onigy of the directors then in office,
although less than a quorum, or by a sole remaidiiregtor.

Special Meetings of the Board of Directors

EMC. EMC's bylaws provide that special meetings may be aekhy time and at any place designated in the@aofi the meeting whe
called by the chairman of the board, the chief akee officer, or by two or more directors, notitereof being given to each director by the
secretary or an assistant secretary, or by theesféir one of the directors calling the meeting.

The MBCA provides that the board of directors maidtspecial meetings in or outside of Massachussitisthat unless the articles of
organization or bylaws otherwise provide, speciaétings must be preceded by at least two dayenofithe date, time and place of the
meeting.

VMware.VMware's bylaws provide that special meetings shalkalled by the chairman of the board, the aefutive officer, a
majority of the board of directors then in offige,until EMC ceases to be the beneficial owneraires representing at least a majority of the
votes entitled to be cast by the holders of Clasefimon stock and the holders of Class B commarkstating together as a single class,
EMC.

Indemnification of Directors and Officers

EMC.EMC's bylaws provide that it shall, to the exteegélly permissible, indemnify each of its directarsl officers against all
liabilities and expenses reasonably incurred by slieector or officer in connection with the defert disposition of any action, suit or other
proceeding by reason of such individual being afifigabeen such a director or officer, except wéhpect to any matter as to which such
director or officer shall have been adjudicatedriy proceeding not to have acted in good faitithénreasonable belief that such individual's
action was in the best interests of the corporatigno the extent that such matter relates toicemwith respect to any employee benefit plan,
in the best interests of the participants or bemaiies of such employee benefit plan. Expensetyding counsel fees, reasonably incurred by
any director or officer in connection with the desfe or disposition of any such action, suit or ofreceeding may be paid from time to time
by the corporation in advance of the final disposithereof upon receipt of an undertaking by sdiclctor or officer to repay to the
corporation the amounts so paid by the corporafitris ultimately determined that indemnificatidor such expenses is not authorized.

The MBCA permits a corporation to indemnify an widual who is a party to a proceeding because halisector against liability
incurred in the proceeding if he conducted himsetfood faith, reasonably believed that his condues in the best interests of the
corporation or that his conduct was at least npbspd to the best
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interests of the corporation and in the case ofaimyinal proceeding, he had no reasonable caukelieve his conduct was unlawful or he
engaged in conduct for which he is not liable uralprovision of the corporation’s articles of orgation. A corporation must indemnify a
director who was wholly successful, on the mentstherwise, in the defense of any proceeding twfwhe was a party because he was a
director against reasonable expenses incurredrbyrhconnection with the proceeding. A corporatioay also advance funds to a director
before the final disposition of a proceeding. ThBGA further provides that a corporation may indefijnaind advance expenses to an officer
who is a party to a proceeding because he is &eotb the same extent as a director; and if lamisfficer but not a director, to such further
extent as may be provided by the articles of ozgtitn, the bylaws, a resolution of the board oéctiors, or contract except for liability
arising out of acts or omissions not in good faitlwhich involve intentional misconduct or a knogiviolation of law.

VMware.VMware's certificate of incorporation provides thegtch person who was or is made a party or istémed to be made a party
to or is otherwise involved in any action, suitppoceeding, whether civil, criminal, administratimeinvestigative, by reason of the fact that
such person, or a person of whom such person iedfaérepresentative, is or was a director orceffiof VMware, or has or had agreed to
become a director of VMware, or, while a directoofficer of VMware, is or was serving at VMware&quest as a director, officer,
employee or agent of another corporation or ofrénpaship, joint venture, trust, enterprise or nofip entity, including service with respect
employee benefit plans, whether the basis of suebgeding is the alleged action of such persomiafficial capacity as a director, officer,
employee or agent or in any other capacity whiteieg as a director, officer, employee or agent| be indemnified and held harmless by
VMware to the fullest extent authorized by the DG&Jainst all expense, liability and loss sufferad axpenses (including attorneys’ fees)
reasonably incurred by such person in connectierethith. VMware’s certificate of incorporation alpmvides that it will pay the expenses
incurred in defending any such proceeding in adearfdts final disposition, subject to the provissoof the DGCL. These rights are not
exclusive of any other right that any person mayehar acquire under any statute, provision of VMetgcertificate of incorporation, bylaw,
agreement, vote of stockholders or disinterestegtttirs or otherwise. No repeal or modificatiorihafse provisions will in any way diminish
or adversely affect the rights of any directorja#f, employee or agent of VMware under its cerdifé of incorporation in respect of any
occurrence or matter arising prior to any such aépemodification. VMware’s certificate of incorgation also specifically authorizes it to
maintain insurance and to grant similar indemnifaarights to its employees or agents.

The DGCL provides that a corporation may indemdifgctors and officers, as well as other employaesindividuals, against
expenses, including attorneys’ fees, judgmentgsfeind amounts paid in settlement, that are ingumreonnection with various actions, suits
or proceedings, whether civil, criminal, adminisitra or investigative other than an action by othia right of the corporation, known as a
derivative action, if they acted in good faith anc manner they reasonably believed to be in bopposed to the best interests of the
corporation, and, with respect to any criminal@ctdr proceeding, if they had no reasonable caubelieve their conduct was unlawful. A
similar standard is applicable in the case of @give actions, except that indemnification onlyegxis to expenses, including attorneys’ fees,
incurred in connection with the defense or settienoé such actions, and the statute requires apptoval before there can be any
indemnification if the person seeking indemnifioathas been found liable to the corporation. Thaust provides that it is not excluding
other indemnification that may be granted by a cmapion’s bylaws, disinterested director vote, ktadder vote, agreement or otherwise.

Limitation on Personal Liability of Directors

EMC.EMC's articles of organization provide that no directball be personally liable to EMC or its shareleosdfor monetary damag
for breach of fiduciary duty to the extent providedapplicable law. EMC'’s articles of organizatidm not eliminate or limit the liability of a
director for certain specified actions.

The MBCA provides that a corporation’s articlesoofanization may contain a provision eliminatindinonting the personal liability of
a director to the corporation for monetary damdgesreach of fiduciary duty
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as a director notwithstanding any provision of lawposing such liability. However, the provision Bt eliminate or limit the liability of a

director (i) for any breach of the director’s daffyloyalty to the corporation or its sharehold€ii$ for acts or omissions not in good faith or

which involve intentional misconduct or a knowinghation of law, (iii) for improper distributiongr (iv) for any transaction from which the
director derived an improper personal benefit.

VMware.VMware'’s certificate of incorporation provides thaine of its directors will be personally liableitor its stockholders for
monetary damages for breach of fiduciary duty dsexctor, except, to the extent required by the DGGr liability (i) for any breach of the
director’s duty of loyalty to VMware or its stocklders, (ii) for acts or omissions not in good faithwhich involve intentional misconduct or
a knowing violation of law, (iii) for payments ohlawful dividends or unlawful stock purchases ater@ptions under Section 174 of the
DGCL, or (iv) for any transaction from which theealtor derived an improper personal benefit.

The DGCL provides that a corporation may includésrcertificate of incorporation a provision elimaking or limiting the personal
liability of a director to the corporation or itooskholders for monetary damages for a breachefittector’s fiduciary duties. However, such
provision shall not eliminate or limit a directoliability for any breach of the director’s duty lofyalty to the corporation or its stockholders,
for acts or omissions not in good faith or thatdlve intentional misconduct or a knowing violatiohlaw, under Section 174 of the DGCL
and for any transaction from which the directorikt an improper personal benefit.

OTHER MATTERS
Determination of Record Date

EMC. EMC'’s bylaws provide that the directors may fixadvance a time, which shall not be more than 7@ tafjore the date of any
meeting of shareholders or the date for the paymieany dividend or making of any distribution teaseholders or the last day on which the
consent or dissent of shareholders may be effdgtesgressed for any purpose, as the record datetermining the shareholders having the
right to notice of and to vote at such meetingherright to receive such dividend or distributiarthee right to give such consent or dissent.

Under the MBCA, a record date may not be more #tadays before the meeting or action requiringtardgnation of shareholders.

VMware.VMware’s bylaws provide that the board of directoray fix a record date, which shall not precededéue on which the
resolution fixing the record date is adopted byliberd of directors and which shall not be more @ nor less than ten days before the date
of any meeting of stockholders, nor more than 6@ gmior to the time for the receipt of any divideor other distribution or allotment of any
rights or prior to the time for the exercise of aights in respect of any change, conversion oharge of stock.

The DGCL provides that a record date shall notguedhe date upon which the resolution fixing #eord date is adopted by the board
of directors and shall not be more than 60 nortleas ten days before the date of such meeting.

Notice of Stockholder Meetings

EMC. EMC must provide written notice of each meetinglwéreholders, stating the place, date and houthenpurposes of the meeti
no fewer than seven days nor more than 60 daysetfe meeting to each shareholder entitled to abseich meeting.

Under the MBCA, a written notice of the date, tiamel place of each annual and special shareholaersting describing the purposes
of the meeting shall be given to shareholders n@fd¢han seven nor more than 60 days before théingegate.
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VMware.VMware must provide a written or printed noticegtstg the place, if any, date and time of the nmggtand the means of
remote communications, if any, not less than teys ader more than 60 days before the date of thdinge® each stockholder of record
entitled to vote at such meeting.

The DGCL provides that whenever stockholders agaired or permitted to take any action at a mee@ngritten notice of the meeting
shall be given which shall state the place, if atate and hour of the meeting, the means of reowtenunications, if any, and, in the case of
a special meeting, the purpose or purposes forhthie meeting is called. Unless otherwise providetie DGCL, the written notice of any
meeting shall be given not less than ten nor ntmae 60 days before the date of the meeting to sackholder entitled to vote at such
meeting.

Stockholder Inspection of Corporate Records

EMC.EMC'’s articles of organization provide that shatddlos shall not have any right to examine any prtypar any books, accounts
or other writings of the corporation if there issenable ground for belief that such examinatidhfaeii any reason be adverse to the interests
of the corporation, and a vote of the directorssifg permission to make such examination anchgeftirth that in the opinion of the
directors such examination would be adverse tantegests of the corporation shall be prima fasiglence that such examination would be
adverse to the interests of the corporation.

EMC'’s bylaws further provide that EMC’s secretamals record all proceedings of the shareholdess ok or series of books, which
book or books shall be open at all reasonable timése inspection of any shareholder.

The MBCA provides that a shareholder is entitlethipect and copy, during regular business houttseabffice where they are
maintained copies of certain records of the cotfpamaf he gives the corporation written noticehid demand at least five business days
before the date on which he wishes to inspect apg such records. The MBCA further provides thahareholder is entitled to inspect and
copy, during regular business hours at a reasotatd¢ion specified by the corporation, other sfiedirecords if the shareholder makes his
demand in good faith and for a proper purpose gsernibes with reasonable particularity his purpose the records he desires to inspect, the
records are directly connected with his purposethadtorporation shall not have determined in gadtti that disclosure of the records sot
would adversely affect the corporation in the castaif its business or constitute material non-pultviformation.

VMware.The DGCL provides any stockholder with the rightrtspect the company’stock ledger, stockholder lists and other bowokk
records for a purpose reasonably related to theopé&s interest as a stockholder.

Stockholder Proposals and Nominations

EMC. EMC's bylaws provide that nominations for a dirgatway be by a shareholder entitled to vote whod#isered notice to the
principal executive offices of EMC (i) not less th®5 days nor more than 125 days prior to the amsary date of the immediately preceding
annual meeting, or (ii) if the annual meeting ilechfor a date not within 30 days before or affech anniversary date, not later than the close
of business on the tenth day following the day dmctv notice of the date of such meeting is mailethade public, whichever first occurs.

EMC'’s bylaws also provide that business may be ginbbefore a meeting of shareholders by a shareheldtitled to vote at such
annual meeting who has delivered notice to thecal executive offices of EMC (i) not less thand®ys nor more than 125 days prior to
anniversary date of the immediately preceding ahmegting, or (ii) for a special meeting or an aslrmeeting called for a date not within 30
days before or after such anniversary date, net than the close of business on the tenth dagviiatig the day on which notice of the date of
such meeting is mailed or made public, whichewst ficcurs.

153



Table of Contents

VMware.For nominations of persons for election to VMwaitedsard of directors or for other business to bgerty brought before an
annual meeting by a stockholder, the stockholdestrdeliver written notice to VMware’s secretarydiware’s principal executive office n
earlier than the close of business on the 120thm@ylater than the close of business on the 88yt prior to the first anniversary of the
preceding year’'s annual meeting (provided thath waspect to the annual meeting to be held in 20@8anniversary date shall be deemed to
be May 1, 2008). However, in the event that the d&tany annual meeting is more than 30 days befoneore than 30 days after such
anniversary date, notice by the stockholder mustdbaelivered not earlier than the close of busiresthe 120th day prior to such annual
meeting and not later than the close of businesh®iater of (a) the 90th day prior to such anmueéting and (b) the tenth day following the
day on which public announcement of the date ofi sneeting is first made.

Until such time as EMC ceases to be the benefisialer of shares representing at least a majorithi@¥otes entitled to be cast by the
holders of Class A common stock and the holdeGlags B common stock, voting together as a singlescEMC shall be entitled to
nominate persons for election to the board of tlirscand propose business to be considered bydbktwlders at any meeting of
stockholders without compliance with these noteguirements and procedures.

Quorum for Meetings of Stockholders
EMC. A quorum shall consist of a majority in interestadifstock issued and outstanding and entitlecote at the meeting.

VMware.The holders of shares of then-outstanding capitaksof VMware representing a majority of the vosesitled to be cast
generally at a meeting of stockholders, represeintedrson or by proxy, shall constitute a quordra meeting of stockholders.

Calling Special Meetings of Stockholders

EMC. EMC's bylaws provide that generally, special megdiof the shareholders may be called by EMC'’s geggiat the direction of
the chairman of EMC's board of directors or by garty of EMC's directors. In addition, a speciakgting may be called by EMC'’s
secretary, or in the case of the death, absencapacity or refusal of EMC'’s secretary, by any otbféicer of EMC, upon the written
application of shareholders who hold 85% in intecd€EMC'’s capital stock entitled to be voted at firoposed meeting.

The MBCA provides that a corporation shall holcdba@al meeting of its shareholders on call of dardl of directors or the person
authorized to do so by the articles of organizatiobylaws, or, in the case of a public corporatiamiess otherwise provided in the articles of
organization or bylaws, if the holders of at le&3tper cent of all the votes entitled to be cashimnissue to be considered at the proposed
special meeting sign, date and deliver to the qatpmn’s secretary one or more written demandstfermeeting describing the purposes for
which it is to be held.

VMware.Except as otherwise required by law, special mgstof VMware’s stockholders for any purpose or pegs may only be
called by (1) EMC or its successor-in-interestlagg as EMC or its successor-in-interest is theshieial owner of at least a majority of the
votes entitled to be cast by the holders of Clase#imon stock and the holders of Class B commarkstmting together as a single class,
(2) VMware’s chairman or (3) VMware’s board of diters or its secretary pursuant to a resolutiom@amg by a majority of directors then in
office. No business other than that stated in titeca of a special meeting may be transacted dt special meetings.

Delaware law permits special meetings of stockhsltie be called by the board of directors or byhspersons authorized by the
certificate of incorporation or bylaws.
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Stockholder Action by Written Consent

EMC.EMC's bylaws provide that shareholders may takeaatvithout a meeting of shareholders if all shatdhars entitled to vote on
the matter consent to the action in writing andviinéten consents are filed with the records oftieetings of shareholders.

The MBCA provides that actions required or pernditte be taken at a shareholders’ meeting may mntakithout a meeting if the
action is taken either by all shareholders entittedote on the action or to the extent permittgdHe articles of organization, by shareholders
having not less than the minimum number of voteessgary to take the action at a meeting at whicthareholders entitled to vote on the
action are present and voting. Such action shadMidenced by 1 or more written consents that dest¢he action taken, are signed by
shareholders having the requisite votes, beardbe af the signatures of such shareholders andedireered to the corporation for inclusion
with the records of meetings within 60 days of ¢laeliest dated consent delivered to the corporation

VMware.VMware'’s certificate of incorporation provides thattil such time as EMC or its successor-in-intecesises to hold shares
representing at least a majority of votes entittede cast by the holders of Class A common stacktle holders of Class B common stock,
voting together as a single class, any action requr permitted to be taken by stockholders ateamual or special meeting of stockholders
may be taken without a meeting, without prior netimd without a vote, so long as written conseabtained from the holders of the
minimum number of votes that would have been reglio authorize or take action if such a meetingevireld. From and after such time as
EMC or its successor-in-interest ceases to holdesh@presenting at least a majority of the voteiled to be cast by the holders of Class A
common stock and the holders of Class B commorkstating together as a single class, any actiguired or permitted to be taken by
stockholders may be effected only at a duly cadledual or special meeting of stockholders and neye effected by a written consent or
consents by stockholders in lieu of such a meeting.

The DGCL provides that unless otherwise providethéncertificate of incorporation, any action reqdito be taken at any annual or
special meeting of stockholders of a corporatiorary action which may be taken at any annual ecispmeeting of such stockholders, may
be taken without a meeting, without prior notice arithout a vote, if a consent or consents in wgtisetting forth the action so taken, is
signed by the holders of outstanding stock havimtigess than the minimum number of votes that wiealchecessary to authorize or take ¢
action at a meeting at which all shares entitledati® thereon were present and voted.

Amendment of Articles of Organization or Certification of Incorporation

EMC. In general, under the MBCA, all amendments to @a@tion’s articles of organization require apptafahe board of directors
and the affirmative vote of two—thirds of all theases entitled generally to vote on the mattehigyarticles of organization.

VMware.Subject to the rights of holders of VMware Classddmon stock to withhold their consent to the annegrat of the provisior
of VMware’s certificate of incorporation relating torporate opportunities and conflicts of intetestiveen VMware and EMC, certain
provisions of VMware’s certificate of incorporatiomay be amended by the affirmative vote of at 18886 of the votes entitled to be cast
thereon. All other provisions of VMware’s certifteaof incorporation may be amended by the affiragatiote of a majority of the votes
entitled to be cast thereon.

The DGCL provides that in order to amend the dedi€ of incorporation, the board of directors mabpt a resolution which then m
be approved by a vote of a majority of the outsitagndtock entitled to vote thereon and a majoritihe outstanding stock of each class
entitled to vote thereon as a class unless a grpatportion is specified in the certificate of arporation.
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Amendment of Bylaws

EMC.EMC's bylaws may be altered, amended or repealed adramyal or special meeting of shareholders by a @bthe shareholde!
EMC'’s bylaws may also be altered, amended or repday vote of a majority of the directors then ffice, except that the directors shall not
take any action which provides for indemnificatimirdirectors nor any action to amend the bylaw @ion concerning amendments, and
except that the directors shall not take any aatitiess permitted by law. Any bylaw so altered, adeel or repealed by EMC'’s directors may
be further altered or amended or reinstated by El&eholders in the above manner.

The MBCA provides that the power to make, amengepeal a corporation’s bylaws shall be in the dhalders. If authorized by a
corporations articles of organization, or by the bylaws purduia authorization in the articles, the board ioéctors may also make, amenc
repeal bylaws in whole or in part, except with extpo any provision thereof which by virtue ofe@tpress provision in the MBCA, the
articles of organization, or the bylaws, requiresam by the shareholders. Any action taken byhibard of directors with respect to the
bylaws may be amended or repealed by the sharebolde

VMware.The board of directors may from time to time mak®end, supplement or repeal the bylaws upon theaofod majority of the
board of directors. Once EMC or its successariarest ceases to own shares representing ateaajority of the votes entitled to be cas
the holders of Class A common stock and the holoe@&ass B common stock, voting together as alsiaigss, VMware’s certificate of
incorporation provides that the sections of itsalwd related to classified board structure, the xehof directors and the required advance
notice related to shareholder proposals and noinmaf directors by shareholders may only be ameénmethe affirmative vote of shares
representing at least 80% of the votes entitldaetoast by the outstanding common stock, voting siagle class, subject to any voting rights
granted to any holders of any preferred stock.

Under the DGCL, the power to adopt, amend or repgals shall be in the stockholders entitled teevélowever, a corporation may,
in its certificate of incorporation, confer the pawto adopt, amend or repeal bylaws upon the direcand the fact that such power has been
so conferred upon the directors shall not diveststiockholders of the power, nor limit their poweadopt, amend or repeal bylaws.

STATE ANTI-TAKEOVER STATUTES
Business Combinations
EMC. EMC has opted out of the business combination tetatu

Massachusetts has adopted a “Business Combinaianite. In general, a Massachusetts corporatiprolsibited from engaging in
certain business combinations (defined by the ®tdtuinclude certain mergers and consolidatioispasitions of assets and issuances of
securities as well as certain other transactiorit) an interested stockholder (defined by the $taitoiinclude holders of 5% or more of the
outstanding stock of the corporation) for a peéthree years following the date that such stotddrobecame an interested stockholder,
except under certain circumstances, which include:

» prior approval by the board of directors of theibass combination or the transaction which resuhetie stockholder becoming
an interested stockholde

* subsequent approval of the business combinatidhépoard of directors and by a vote of at leastthirds of the outstanding
voting stock which is not owned by the interestiextisholder; ol

» upon consummation of the transaction which resuitete stockholder becoming an interested stoddrokthe stockholder own
at least 90% of the voting stock of the corporafiexcluding stock held by persons who are direcioi also officers and shares
owned by employee stock plan

156



Table of Contents

VMware.VMware will be subject to the provisions of Sect@®3 of the DGCL regulating corporate takeovers.
In general, those provisions prohibit a Delawangomation from engaging in any business combinatidh any interested stockholder
for a period of three years following the date tihat stockholder became an interested stockhaldégss:
» the transaction is approved by the board beforel#te the interested stockholder attained thatsi

* upon consummation of the transaction that resuttélde stockholder becoming an interested stocldroltie interested
stockholder owned at least 85% of the voting stafdhe corporation outstanding at the time thegdaation commenced;

« on or after the date the business combinationpscaed by the board and authorized at a meetirsgoakholders by at least two—
thirds of the outstanding voting stock that is oened by the interested stockholc
Section 203 defines “business combination” to idelthe following:
e any merger or consolidation involving the corparatand the interested stockholc
e any sale, transfer, pledge or other dispositiohG86 or more of the assets of the corporation inmglthe interested stockhold:

» subject to certain exceptions, any transactionrémailts in the issuance or transfer by the cotmorar its subsidiaries of any
stock of the corporation to the interested stoattb

* any transaction involving the corporation or itbsidiaries that has the effect of increasing ttuportionate share of the stock of
any class or series of the corporation beneficialiyned by the interested stockholder

» the receipt by the interested stockholder of theelieof any loans, advances, guarantees, pledgether financial benefits
provided by or through the corporatic

In general, Section 203 defines an interested bdkr as any entity or person beneficially ownlsgo or more of the outstanding
voting stock of the corporation and any entity ergon affiliated with or controlling or controlldxy any of these entities or persons.

Control Share Acquisition
EMC. EMC has opted out of the control share acquissiatute.

Massachusetts has adopted a “Control Share Adguisgtatute. In general, any person who makesfEm o acquire, or acquires,
shares of stock of a Massachusetts corporationwesn combined with shares already owned, woudtkse such person’s ownership to at
least 20%, 33 1/3% or a majority of the voting kto€such corporation, must obtain the approva aiajority of shares held by all
stockholders except such person and its officedsirmside directors of the corporation in order tbevthe shares acquired.

Delaware.The DGCL does not contain a control share acqoistiatute.
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PRINCIPAL STOCKHOLDERS

As of the date of this Prospectus—Offer to Exchasgestantially all of our common stock outstandsigwned by EMC. Upon
completion of the IPO, EMC will beneficially own gymximately 43% of our issued and outstanding Chassmmon stock and 100% of our
issued and outstanding Class B common stock. T$temes will represent approximately 99% of thel tatéing power of our common stock
(or approximately 98% if the underwriters exerdiséull their over-allotment option). After complen of the IPO, EMC will be able, acting
alone, to elect our entire board of directors andpgprove any action requiring stockholder approsabject to the expiration of the applica
waiting period under the HSR Act and the satistactf other customary closing conditions, Intetptigh its investment affiliate, Intel
Capital, will own 9.5 million shares, or approxirelgt12.7%, of our Class A common stock to be outditeg upon completion of the IPO and
approximately 2.5% of the shares of our commonkstioen outstanding which shares will representtleas 1% of the combined voting
power of our outstanding common stock.

In June 2007, our Compensation and Corporate GamemmCommittee made broad-based equity awards tengployees, including
grants of options to purchase 1,900,000 sharearo€kass A common stock to our Named Executived®ff with an exercise price of $23.00
per share. Also, our Compensation and Corporateefdance Committee granted 40,000 options to puec@ésss A common stock to eacl
Michael W. Brown, John R. Egan and David N. Strobor, non-employee directors. These options werecesesl for restricted Class A
common stock in July 2007 and remain subject treetyear vesting term. Additionally, some of oxe@utive officers may acquire VMware
stock options and restricted stock by participatmthis Offer.

The following table sets forth information as ohdu0, 2007 about the number of shares of our constuxk beneficially owned and
the percentage of common stock beneficially owned b

» each person known to us to be the beneficial owharore than 5% of our common stoi
» each of our named executive office

» each of our directors; ar

« all of our directors and executive officers as augr.

To our knowledge, except as indicated in the fom®sdo this table or as provided by applicable coamity property laws, the persons
named in the table have sole investment and vgiivger with respect to the shares of common stodicated.

Number of Shares of
VMware

Class B Common Percent'of
Stock Outstanding
Name Beneficially Owned ) Shares
5% Beneficial Owners
EMC Corporatior? 300,000,00 10C%
Number of Shares of
VMware .
Class A Common Percent'o
Stock Outstanding
Name Beneficially owned® Shares

5% Beneficial Owners
EMC Corporatiorf?®) 332,500,00 99.9%

Directors and Officers
Diane B. Green

Carl M. Eschenbac
Mark S. Peel

Rashmi Gard:

* Ok * *

[eleolNoNe)
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Number of Shares o

VMware
Class A Common

Stock Percent‘of
Beneficially Owned Outstanding

Name @ Shares
Thomas J. Jurewic 0 @
Joseph M. Tucc 0 *
Michael W. Brown 40,00( @
John R. Egal 40,00( *
David |. Goulder 0 &
David N. Strohrr 40,00¢( *
Paul Auvil** 0 2
*

All directors and executive officers as a group fetsons}y? 120,00(

*

*%

1)

()
(3)
(4)

Less than 1%

Our former chief financial officel

All amounts shown in this column include shasbtinable upon exercise of stock options curyemtercisable or exercisable within 60
days of the date of this tab

The principal business address of EMC is 176 S8tithet, Hopkinton, MA 0174t
Includes 300,000,000 shares of Class B common stbakh are convertible into Class A common stc
Excludes shares as to which such individuals has@aimed beneficial ownershi

The address of all persons listed above, other EM@& Corporation, is c/o VMware, Inc., 3401 HillweAvenue, Palo Alto, CA 94304.

Following the IPO, we will have two classes of authed common stock: Class A common stock and Bassmmon stock. Only

EMC or its successor-in-interest may hold shareSlags B common stock unless EMC distributes itseshof Class B common stock in a
distribution under section 355 of the Code. Thétdgf the holders of Class A and Class B commocksare identical, except with respect to
voting, the election of directors, conversion, aeriactions that require the consent of holdeGlags B common stock and other protective
provisions as set forth in this offer to excharfee holders of Class B common stock shall be eunitith 10 votes per share and the holders of
Class A common stock shall be entitled to one peteshare. The holders of Class B common stocinyseparately as a class, are entitle
elect 80% of the total number of the directors antward of directors which we would have if thesere no vacancies on our board of
directors at the time. Subject to any rights of aesies of preferred stock to elect directors hbiders of Class A common stock and the
holders of Class B common stock, voting togethea aimgle class, are entitled to elect the remgidirectors on our board of directors, wh

at no time will be less than one director. Eacheslod Class B common stock is convertible into share of Class A common stock at any
time unless EMC distributes its shares of ClassBroon stock in a distribution under section 35%efCode.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to the IPO, there has been no market foreshaf our common stock. Future sales of substaati@munts of shares of our common
stock in the public market could adversely affeetailing market prices. Furthermore, since onliyréted number of shares will be available
for sale shortly after the IPO because of contalaund legal restrictions on resale, sales of smisi amounts of our shares of our common
stock in the public market after the restrictiomgde, could adversely affect prevailing marketgsiand our ability to raise equity capital in
the future.

Upon completion of the IPO, EMC will own 332,50000€hares of our common stock, which will represggroximately 89% of the
total outstanding shares of our common stock (88¥ei underwriters’ over-allotment option is exsedd in full). In addition, we have
reserved 35,799,411 shares of our Class A comnoak ssuable upon the exercise of stock option dsyasubject to vesting, and 452,676
shares of our Class A common stock issuable upprdkting of restricted stock units, which werentgd in June and July 2007 with an
exercise price of $23.00 per share. Also, we véltdreserved shares of our Class A common stockbs either upon the exercise of stock
option awards, subject to vesting, or as restristedk awards, subject to the lapsing of restnirtjon each case for issuance to employees in
connection with the Offer.

We, our directors and executive officers, EMC améllhave agreed that, for a period of 180 days filee effective date of the IPO, we
and they will not, without the prior written conserf Citi, JPMorgan and Lehman Brothers, offer|,smintract to sell, pledge or otherwise
dispose (including by effective economic disposi}iof, or establish or increase a put equivalesttjpm or liquidate or decrease a call
equivalent position within the meaning of Secti@nof the Exchange Act in respect of, any sharesuocommon stock or any securities
convertible into, or exercisable or exchangeabledloares of our common stock, or publicly annowmténtention to effect any such
transaction. The foregoing agreement does not &pplg) the shares of Class A common stock to kkisdhe IPO; (b) the filing of any
registration statement on Form S-8 by us in respiitte Class A common stock or securities conbkriinto, or exercisable or exchangeable
for, the Class A common stock; (c) offers, salesitiacts to sell, the issuance of or the registnatif Class A common stock or securities
convertible into, or exercisable or exchangeahletf® Class A common stock pursuant to an ecpatyed compensation plan of ours in ef
at the time of the IPO; (d) offers, sales, congdetsell, the issuance of or the registrationlas€ A common stock by us as consideration for
one or more acquisitions, provided that (i) theuaiay of such Class A common stock agrees to bgesuto a lock-up agreement in the same
form as agreed to by us, and (ii) the aggregatebeuof shares of Class A common stock issued @earo be issued by us in all such
acquisitions (measured as of the date of the agdpicacquisition agreement) does not exceed 18mahares of Class A common stock; or
(e) transfers of Class A common stock or secur@@s/ertible into, or exercisable or exchangeabie@lass A common stock by any person
other than EMC or us by gift, donation to a chalgaorganization or transfer to a trust for thedf@rof the transferring person or his
immediate family, provided the recipient in eacbecagrees to be bound by the terms of the lock-tipei same form as agreed to by the
transferring person, or transfers by will or thedaof descent and distribution. Citi, JPMorgan ketiman Brothers, in their sole discretion,
may release any of the securities subject to tloeseup agreements at any time without notice.ddittion, we have agreed with the
underwriters that we will require, as a conditiorparticipating in this Offer, participating empé®s who receive options to purchase our
Class A common stock and restricted stock awardsioClass A common stock in this Offer to agrethwforegoing lock-up restrictions,
subject to the foregoing exceptions, for a peribti8) days from the date of this offer to exchalye.may release the securities subject to
these lock-up agreements only with the prior wnittensent of Citi, JPMorgan and Lehman Brothethéir sole discretion. Such release may
occur at any time and without notice.

The 180-day lock-up period described in the prewggiaragraph will be automatically extended if: dlijying the last 17 days of the 180-
day period we issue an earnings release or anngnateial news or a material event relating to emues; or (2) prior to the expiration of the
180-day period, we announce that we will releaseiegs results during the 16-day period followihg tast day of the 180-day period, in
which case the restrictions described in the priegggaragraph will continue to apply until the exgpion of the 18-day period
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beginning on the issuance of the earnings releage@nnouncement of the material news or everesa Citi, JPMorgan and Lehman
Brothers waive this extension in their sole didoret

As a result, in addition to the shares being soltheé IPO, which may be sold immediately followihg IPO (except to the extent held
by our affiliates, as described below), after thisk-up period, shares of our common stock held by Esi@res of our Class A common st
issued in connection with the Intel investmentrehaf our Class A common stock issued upon thecesesof then outstanding options and
shares of restricted Class A common stock will lglde for sale, subject to the volume, mannesale and other limitations of Rule 144 and
subject to any vesting requirements in respectawksoptions and the lapsing of any restrictiongeastricted shares.

In general, under Rule 144 as currently in effagierson (or persons whose shares are aggregdiedjas beneficially owned restrict
securities for at least one year is entitled tbwithin any three-month period a number of shahes does not exceed the greater of:

« one percent of our then outstanding shares of Glassmmon stock (750,000 shares immediately aftedPO and the closing of
the Intel investment); ¢

» the average weekly trading volume of shares oftconmmon stock on the New York Stock Exchange duttiegfour calendar weeks
preceding the date on which notice of the salddd fvith the Securities and Exchange Commiss

Sales under Rule 144 also are subject to manrsalefprovisions, notice requirements and the aiéitiaof current public information
about us. Under Rule 144(k), a person who is netrai to have been one of our affiliates at any toming the three months preceding a
sale, and who has beneficially owned the shargsoged to be sold for at least two years, is edtitbesell such shares without complying v
the manner of sale, public information, volume tatibn, or notice provisions of Rule 144. To theéee that shares were acquired from or
our affiliates, such persasmholding period for purposes of effecting a saldar Rule 144 commences on the date of transfer the affiliate

The initial public offering price for the shareslvinie determined by negotiations between us andgpeesentatives. Among the factors
that will be considered in determining the initpalblic offering price were our record of operatiposr current financial condition, our future
prospects, our markets, the economic conditiomthfuture prospects for the industry in which wenpete, our management, and currently
prevailing general conditions in the equity sedesiinarkets, including current market valuationpuflicly traded companies considered
comparable to our company. We cannot assure yaueVer, that the prices at which the shares willinghe public market after the IPO w
not be lower than the initial public offering prioethat an active trading market in our commormrlsiwill develop and continue after the IPO.

In connection with the IPO, the underwriters maycpase and sell shares of Class A common stodieiopen market. These
transactions may include short sales, syndicaterany transactions and stabilizing transactionarSsales involve syndicate sales of shares
of our Class A common stock in excess of the nurnbshares to be purchased by the underwritetsgiRO, which creates a syndicate short
position. “Covered” short sales are sales of shar@de in an amount up to the number of sharessepted by the underwriters’ over-
allotment option. In determining the source of slsao close out the covered syndicate short paositiee underwriters will consider, among
other things, the price of shares available fochase in the open market as compared to the grighieh they may purchase shares through
the over-allotment option. Transactions to closetloe covered syndicate short positions involveegipurchases of the common stock in the
open market after the distribution has been condpetehe exercise of the over-allotment option. Tihderwriters may also make “naked”
short sales of shares in excess of the over-allwtimgtion. The underwriters must close out any dateort position by purchasing shares of
Class A common stock in the open market. A nakedtgfosition is more likely to be created if thedenwriters are concerned that there may
be downward pressure on the price of the sharé®inpen market after pricing that could adverséfigct investors who purchase in the IPO.
Stabilizing transactions consist of bids for orghases of shares in the open market while the $R@progress.
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The underwriters also may impose a penalty bidaRgbids permit the underwriters to reclaim aisgliconcession from a syndicate
member when the underwriters repurchase shardgsaltigsold by that syndicate member in order taercsyndicate short positions or make
stabilizing purchases.

Any of these activities may have the effect of pring or retarding a decline in the market pritthe common stock. They may also
cause the price of the common stock to be highaer the price that would otherwise exist in the oprmket in the absence of these
transactions. The underwriters may conduct theses#ctions on the exchange on which we are listedtbe over-the-counter market, or
otherwise. If the underwriters commence any ofgéhesnsactions, they may discontinue them at ang.ti

The underwriters have performed investment ban&imdjadvisory services for EMC from time to time Wdrich they have received
customary fees and expenses. The underwriters fnoay time to time in the future, engage in trangat with and perform services for us
and EMC in the ordinary course of their business.

We have agreed to indemnify the underwriters agamgain liabilities, including liabilities undéne Securities Act, or to contribute to
payments the underwriters may be required to makause of any of those liabilities.

Our Class A common stock has been approved famdisin the New York Stock Exchange under the symbiw.”
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LEGAL MATTERS

Selected legal matters with respect to the validftthe securities offered by this Prospectus—QffeExchange will be passed upon for
us by Skadden, Arps, Slate, Meagher & Flom LLP tBosMassachusetts.

EXPERTS

The financial statements as of December 31, 2068805, for each of the two years in the periodeendecember 31, 2006 and for the
period from January 9, 2004 to December 31, 208A4yded in this Prospectus—Offer to Exchange haentso included in reliance on the
report of PricewaterhouseCoopers LLP, an indepdmegistered public accounting firm, given on thwharity of said firm as experts in
auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION ABOUT EMC ANDV MWARE

EMC files annual, quarterly and current reportexgrstatements and other information with the SB@eu the Exchange Act. You may
read and copy this information at the SEC’s PuRkference Room, located at 100 F Street, N.E., Wgkin, D.C. 20549. You may also
obtain information on the operation of the Publeféence Room by calling the SEC at 1-800-SEC-0880.may also obtain copies of this
information by mail from the SEC at the above addrat prescribed rates.

The SEC also maintains a website that containgtggmroxy statements and other information thaiEifes electronically with the
SEC. The address of that website is http://wwwgmBc.

EMC’s common stock is listed on the New York St&oichange. You may also inspect reports, proxy istatgs and other information
about EMC at the offices of the New York Stock Exiehe, 20 Broad Street, New York, New York 10005.

The SEC allows certain information to be “incorpgerhby reference” into this Prospectus—Offer tolaage by VMware, which
means that VMware can disclose important infornmatmyou about EMC by referring you to another dneat EMC has separately filed
with the SEC. The information incorporated by refere is deemed to be part of this Prospectus—@ffExchange, except for any
information superseded by information containeedly in this Prospectus—Offer to Exchange. ThissPectus—Offer to Exchange
incorporates by reference the documents set fattwbthat EMC has previously filed with the SEC €8 documents contain important
information about EMC, its business, financial ctind and results of operations:

(1) EMC’s Annual Report on Form 10-K for the yeaded December 31, 2006, filed by EMC on February2P07;
(2) EMC’s Quarterly Report on Form 10-Q for the geaended March 31, 2007, filed by EMC on May @07%;
(3) EMC's Current Report on Form 8-K filed by EM@ May 7, 2007; and
(4) EMC's Definitive Proxy Statement on ScheduléXded by EMC on March 27, 2007.
All documents filed by EMC pursuant to Section 33(&(c), 14 or 15(d) of the Exchange Act from ttae of the Preliminary

Prospectus—Offer to Exchange dated July 9, 20@fealate that the IPO is terminated shall alsodmakd to be incorporated into this
Prospectus—Offer to Exchange by reference.

Documents incorporated by reference are availaliteowt charge, upon written or oral request toittiermation and exchange agent,
Mellon Investor Services, located at Mellon Investervices, Reorganization Department, 27th Flé80, Washington Blvd., Jersey City, NJ
07310, at 1-888-313-1479 (from
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within the U.S.) or at 201-680-6672 (from outside tJ.S.). In order to receive timely delivery obsle materials, you must make your
requests no later than five business days befgeation of this Offer.

If you request any incorporated documents, therimétion and exchange agent, Mellon Investor Sesyidll mail them to you within
one business day after receiving your request.

Any statement contained in a document incorporatékis document by reference will be deemed tonbelified or superseded for the
purposes of this Prospectus—Offer to Exchangedeitent that a statement contained in this doctuoreany subsequently filed document
that is deemed to be incorporated in this docurbgmeference modifies or supersedes the stateraptstatement so modified or superse
will not be deemed, except as so modified or sugaksd, to constitute a part of this Prospectus—Qdéféxchange.

VMware and EMC have not authorized anyone to giveiaformation or make any representation abouwt @ffer that is different fron
or in addition to, that contained in this ProspeetDffer to Exchange or in any of the materials tieate been incorporated by reference into
this Prospectus—Offer to Exchange. Therefore, yoae does give you information of this sort, yoowdd not rely on it. If you are in a
jurisdiction where offers to exchange or sell, @licitations of offers to exchange or purchase,gbeurities offered by this document
unlawful, or if you are a person to whom it is wafal to direct these types of activities, then dffer presented in this document does not
extend to you. The information contained in thiswlnent speaks only as of the date of this docurndess the information specifically
indicates that another date applies.

Throughout this Offer, indicative Exchange Ratical¢ulated in the manner and at the intervals desatiin this Prospectus—Offer to
Exchange) will also be available to eligible emm@eyg through the Election Site for the EMC—VMwarelange Program at
https://www.corp-action.net/vmware and from theomfation and exchange agent, Mellon Investor Sesyiat 1-888-313-1479 (from within
the U.S.) or at 201-680-6672 (from outside the JJ A& approximately 2:30 p.m., Pacific Time, on Aisf) 6, 2007 (unless this Offer is
extended), the Election Site for the EMC—VMware Exege Program will be updated with the final ExgdeRatio. During the last two full
trading days of this Offer, August 2 and Augus2@)7 (unless this Offer is extended), the Elec8dr for the EMC—VMware Exchange
Program will display the ongoing calculation, ugthon an hourly basis, of the actual VWAP and tkehBnge Ratio as it then stands
(assuming that the IPO Price was equal to the midtpf the range of the estimated initial offerimgce reflected in the IPO Registration
Statement). Thus, on the next-to-last trading day po the Expiration Date (the first day of thel@ulation period), the actual daily VWAP of
EMC Stock during the elapsed portion of that fitay will be used in the calculation and, on thalfinading day prior to the Expiration Date,
the calculations will use the average of the delyAP of EMC Stock for the next-to-last trading dayd the actual daily VWAP during the
elapsed portion of that final trading day. The Htat Site for the, EMC—VMware Exchange Program Ww#l updated every hour during the
two-day calculation period and a final VWAP, subjecextension of this Offer, will be posted at eppmately 2:30 p.m. Pacific Time on the
day prior to the Expiration Date.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholders and the Board of Directors blware, Inc.:

In our opinion, the accompanying consolidated badasheets and the related consolidated statenfeintsome, stockholder’s equity
(deficit) and cash flows present fairly, in all @l respects, the financial position of VMwanes.land its subsidiaries at December 31, 2006
and December 31, 2005, and the results of therradipes and their cash flows for each of the twargen the period ended December 31,
2006, and for the period from January 9, 2004 todb®ber 31, 2004, in conformity with accounting pifles generally accepted in the
United States of America. In addition, in our opimi the financial statement schedule listed on [Fa86 presents fairly, in all material
respects, the information set forth therein wheri@ conjunction with the related consolidatecficial statements. These financial
statements and financial statement schedule ares$ipensibility of the Company’s management. Ospoasibility is to express an opinion
on these financial statements and financial statésehedule based on our audits. We conductedunlitsaof these statements in accordance
with the standards of the Public Company Accoun@grsight Board (United States). Those standaqgire that we plan and perform the
audit to obtain reasonable assurance about whitthdinancial statements are free of material ratsghent. An audit includes examining, on
a test basis, evidence supporting the amounts ianlbsures in the financial statements, asseskm@dcounting principles used and
significant estimates made by management, and a¥aduthe overall financial statement presentative.believe that our audits provide a
reasonable basis for our opinion.

As discussed in Note A to the consolidated findrat@ements, the Company changed the manner ichvithéccounts for share-based
compensation in 2006.

/sl PricewaterhouseCoopers LLP
San Jose, California
April 17, 2007, except for Note A - Revision of Bircial Statement Presentation, as to which theigldigy 5, 2007
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VMware, Inc.

CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)

March 31, December 31,
2007 2006 2005
(unaudited)
ASSETS
Current asset:
Cash and cash equivalel $ 258,46¢f $ 176,13¢ $ 38,65:
Accounts receivable, less allowance for doubtfalbants of $2,527 (unaudited), $2,139
and $1,589, respective 146,89:. 193,71( 96,48:
Due from EMC, ne 58,42 2,24 —
Deferred income taxe 34,42« 27,65¢ 20,86
Other current asse 21,39¢ 22,68¢ 5,97
Total current asse 519,60: 422,43 161,97
Furniture, fixtures and equipment, 1 58,47¢ 48,67 19,34
Other assets, n 50,73: 49,91: 26,09:
Deferred tax ass 17,79 20,93¢ 6,407
Intangible assets, n 37,23( 43,51¢ 59,73’
Goodwill 560,47¢ 560,48: 526,25
Total asset $1,244,31 $1,145,95! $ 799,80:
LIABILITIES AND STOCKHOLDER’S EQUITY (DEFICIT)
Current liabilities:
Accounts payabl $ 42,25¢ $ 44,22] $ 12,46¢
Accrued expense 104,28: 103,32: 42,41%
Due to EMC, ne — — 46,40:
Income taxes payable to EMC, current pori 107,49! 87,59¢ 63,27
Deferred revenue, current porti 262,12( 242,60: 131,61
Total current liabilities 516,15! 477,74¢ 296,17:
Note payable to EMC (see Note | 800,00t 800,00t —
Income taxes payable to EMC, net of current por 5,90: 4,52 1,81(
Deferred revenue, net of current port 78,13¢ 63,91 16,84:
Deferred tax liability 27,61¢ 30,57¢ 31,15(

Commitments (see Note |
Stockholde’s equity (accumulated defici
Series preferred stock, par value $.01; authord8#8J000 share; no shares outstan: — — —
Class A common stock, par value $.01; authoriz@@000 shares; issued and
outstanding 32,500 shares at March 31, 2007 (uted)dDecember 31, 2006 and
2005 32t 32t 32t
Class B convertible common stock, par value $.0fharized 1,000,000 shares; issue
and outstanding 300,000 shares at March 31, 2Q@auglited), December 31, 2006

and 200¢t 3,00(¢ 3,00 3,00(¢
Additional paic-in capital 6,23¢ — 560,64
Deferred compensatic — — (110,149

(Accumulated deficit (193,05) (234,13) —
Total stockholde's equity (deficit) (183,49 (230,819 453,82¢
Total liabilities and stockhold's equity (deficit) $1,244,31  $1,145,951  $799,80:

The accompanying notes are an integral part of¢insolidated financial statements.
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VMware, Inc.

CONSOLIDATED INCOME STATEMENTS
(in thousands, except per share amounts)

For the Year

For the Period

For the Three Months Ended Ended Jarzrl?::y 9
March 31, December 31, 2004 t0 !
December 31
2007 2006 2006 2005 2004
(unaudited)
Revenues
License $ 169,55 $ 90,30( $491,90: $287,00¢ $ 178,87:
Services 89,13¢ 38,771 212,00: 100,06¢ 39,88:
258,69! 129,07" 703,90« 387,07: 218,75t
Costs of revenues:
Cost of license revenu: 20,55¢ 12,40¢ 59,20z 40,34( 32,81:
Cost of services revenues 23,46¢ 9,59¢ 64,18( 24,85: 12,62¢
44,02« 22,00« 123,38: 65,19: 45,43¢
Gross profit 214,67: 107,07: 580,52: 321,88: 173,32(
Operating expenses:
Research and development 54,95¢ 22,33t 148,25 72,561 43,90(
Sales and marketir 86,70" 42,56¢ 238,32' 124,96 59,97¢
General and administrative 26,62« 11,847 69,60z 30,76: 19,037
In-process research and development — — 3,70C — 15,20(
Operating incom 46,38: 30,32t 120,63¢ 93,59t 35,207
Investment income 2,971 34C 3,271 3,077 53
Other income (expense), net 59 (348) (1,367) (1,332) (110)
Income before taxes 49,41¢ 30,317 122,54 95,34( 35,15(
Income tax provision 8,33¢ 9,981 36,83: 28,56¢ 18,36¢
Income before cumulative effect of a change in antiag principle 41,08( 20,33¢ 85,71¢ 66,77t 16,78:
Cumulative effect of a change in accounting priteipet of tax of $0, $108, $108, $0 and $ — 175 175 — —
Net income $ 41,08( $ 20,517 $ 85,89( $ 66,77¢ $ 16,78:
Net income per weighted average share, basic fas<CA and Class B (amounts for Class A
Class B shares are the same under the two-clag®edee note A):
Income per share before cumulative effect of a gean accounting principle $ 0.12 $ 0.0€ $ 0.2¢€ $ 0.2C $ 0.0t
Cumulative effect of a change in accounting prite — — — — —
Net income per shai $ 0.1Z $ 0.0€ $ 0.2€ $ 0.2C $ 0.0f
Net income per weighted average share, dilutec€Cfass A and Class B (amounts for Clas
and Class B shares are the same under the tworskte®d. See note A):
Income per share before cumulative effect of a gedan accounting principl $ 0.1Z $ 0.0€ $ 0.2¢€ $ 0.2C $ 0.0t
Cumulative effect of a change in accounting pritecip — — — — —
Net income per shai $ 0.1Z $ 0.0€ $ 0.2€ $ 0.2C $ 0.0f
Weighted average shares, basic and diluted fors@Gleend Class B 332,50( 332,50( 332,50( 332,50( 332,50(
Unaudited pro forma net income per weighted aveshgee, basic for Class A and Class B
(amounts for Class A and Class B shares are the santer the two-class method. See note
A):
Income per share before cumulative effect of a ghan accounting principle for Class A an
Class B $ 0.11 $ 0.24

Cumulative effect of a change in accounting pritefpr Class A and Class — —
Unaudited pro forma net income per share for Chaasd Class B $ 0.11 $ 0.24

Unaudited pro forma net income per weighted aveshgee, diluted for Class A and Class B
(amounts for Class A and Class B shares are the saner the two-class method. See note

A):
Income per share before cumulative effect of a ghan accounting principle for Class A an

Class B $ 0.11 $ 0.24
Cumulative effect of a change in accounting priteipr Class A and Class B — —
Unaudited pro forma net income per share for Chaasd Class B $ 0.11 $ 0.24
Unaudited pro forma weighted average shares, lasidiluted for Class A and Class B 363,36t 363,36¢

The accompanying notes are an integral part ofdmsolidated financial statements.
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VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities:
Net income

Adjustments to reconcile net income to net caskigsea by

operating activities

Cumulative effect of a change in accounting pritec

Depreciation and amortizatic
In-process research and developn
Stocl-based compensatic
Provision for doubtful accoun
Loss on disposal of fixed assi

Changes in assets and liabilities, net of acqaissti

Accounts receivabl
Other asset
Due to (from) EMC
Accounts payabl
Accrued expense
Income taxes payable to EN
Deferred income taxes, n
Deferred revenu
Other liabilities
Net cash provided by operating activit
Investing activities:

Additions to furniture, fixtures and equipme
Capitalized software development cc
Business acquisitions, net of cash acqu
Decrease (increase) in restricted ¢
Net cash used in investing activit|
Financing activities:

Dividends paid to EM(

Net cash used in financing activiti

Net increase in cash and cash equival

Cash and cash equivalents at beginning of the ¢b
Cash and cash equivalents at end of the pi

Supplemental disclosures of cash flow informatiol
Cash paid for intere:
Cash paid for taxe

Non-cash items:

Dividend declared in the form of a note payabl&kC (see

Note M)
Fair value of EMC stock options issued in acquosi

(in thousands)

For the Three Months Ended

For the Year Ended

For the Period
from
January 9, 200-

March 31, December 31,
Decertr?ber 31,
2007 2006 2006 2005 2004
(unaudited)
$ 41,08( $ 20,51 $ 85,89( $ 66,77¢ $ 16,78:
— (175) (175) — —
21,197 12,56¢ 66,57 39,46: 30,18¢
— — 3,70C — 15,20(
11,64« 6,46¢ 51,22¢ 27,07 19,54:
457 31€ 763 20z 1,22¢
10€ 12z 4,48¢ — —
46,36 13,87¢ (97,99:) (51,96 (28,106
(60€) (1,019 (9,076) (2,120 (719)
(56,179 5,80¢ (48,36%) 29,25 17,15:
(1,96¢) 3,51¢ 31,76. 7,751 (2,550)
96( (1,469 60,90¢ 20,90¢ 6,231
14,69¢ 5,521 (6,00€) 44,06: 10,94:
(6,597 3,721 (21,88%) (22,687 7,01¢
33,74( 29,85¢ 158,05¢ 79,53 4,75¢€
— — — — (3,670
104,89¢ 99,62¢ 279,86 238,24° 93,99/
(16,58 (10,440 (52,579 (20,657 (5,987
(6,677) (12,34%) (32,529 (21,55¢) (8,155
4 27 (46,547) (2,167 —
68¢€ 172 (10,742 (1,28() 17¢
(22,56¢) (22,587 (142,387 (45,657 (13,967
— — — (190,00() (92,920)
- - - (190,00() (92,920
82,33 77,04 137,48 2,59¢ (12,889
176,13¢ 38,65 38,65 36,05¢ 48,94¢
$ 258,46¢ $ 115,69¢ $176,13: $ 38,65! $ 36,05¢
J— $  — $ 481 $ 51z 8§ —
$ 254 $ 6 $ 64,07 $ 7,121 $ 412
$ — $ — $ 800,00( $ — $ =
$ — $ — $ 68¢ $ — $ —

The accompanying notes are an integral part of¢insolidated financial statements.
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VMware, Inc.

CONSOLIDATED STATEMENTS OF STOCKHOLDER'’S EQUITY (DE FICIT)
(in thousands)

Class B Additional
Class A Common Convertible (Accumulated Stockholder’s
Stock Common Stock Paid-in Deferred Equity
Shares Par Value Shares Par Value Capital Compensatior Deficit) (Deficit)
Acquisition and capitalization of VMware, Inc. 32,50( $ 32t 300,00( $ 3,00C $ 657,08 $ (47,300 $ — $ 613,11:
Grants of EMC restricted stock, net of
cancellations and withholdings — — — — 9,11¢ (9,119 — —
Amortization of deferred compensation — — — — — 19,54: — 19,54:
Benefit from tax sharing arrangement (see
Note A) — — — — 3,76¢ — — 3,76¢
Dividends declared — — — — (76,139 — (16,787 (92,92()
Net income — — — — — — 16,78! 16,78
Balance, December 31, 2004 32,50( 32 300,00( 3,00( 593,83 (36,876) — 560,28
Grants of EMC restricted stock, net of
cancellations and withholdin¢ — — — — 103,88! (103,889 — —
Amortization of deferred compensation — — — — — 30,61¢ — 30,61¢
Charge from tax sharing arrangement (see
Note A) — — — — (13,849 — — (13,84
Dividends declared — — — — (123,22 — (66,775 (190,000)
Net income — — — — — — 66,77 66,77"
Balance, December 31, 2005 32,50( 32E 300,00( 3,00( 560,64¢ (110,149 — 453,82
Cumulative effect of change in accounting
principle (see
Note I) — — — — 1,06( — — 1,06(
EMC stock options issued in acquisitions — — — — 68¢ — — 68¢
Charge from tax sharing arrangement (see
Note A) — — — — (32,28¢) — — (32,28¢)
Stock-based compensation expense — — — — 60,00¢ — — 60,00¢
Reclassification of deferred compensat — — — — (110,149 110,14! — —
Dividends declared (see Note M) — — — — (479,97)) — (320,02) (800,00()
Net income — — — — — — 85,89( 85,89(
Balance, December 31, 20 32,50( 32E 300,00( 3,00( — — (234,13) (230,81))
Charge from tax sharing arrangement (see
Note A) (unaudited — — — — (6,58%) — — (6,587%)
Stock-based compensation expense
(unaudited) — — — — 12,82: — — 12,82:
Net income (unauditec — — — — — — 41,08( 41,08(
Balance, March 31, 2007 (unaudited) 32,50( $ 32E 300,00( $  3,00C $  6,23¢ $ = $ (193,05) $  (183,49)

The accompanying notes are an integral part ofdmsolidated financial statements.
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VMWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A. The Company and Summary of Significant Accountig Policies
Background

VMware, Inc. (“VMware” or the “Company”) is the Idang provider of virtualization solutions. VMwareigtualization solutions
represent a pioneering approach to computing trates the operating system and application acétfvom the underlying hardware to
achieve significant improvements in efficiency, iafaility, flexibility and manageability. VMware’road and proven suite of virtualization
solutions addresses a range of complex IT probteatsinclude infrastructure optimization, businesatinuity, software lifecycle
management and desktop management.

On January 9, 2004, EMC Corporation (“"EM@09quired all the outstanding capital stock of VM&arhe acquisition was accounted
as a purchase. Accordingly, all assets and ligslivere adjusted to their fair market value. Fuoarfcial statement purposes, the allocation of
the purchase price paid by EMC for VMware has lredlected in VMware’s stand-alone financial statetse

The purchase price paid by EMC, net of cash redeias $613.1 million, which consisted of $539.4liomi of cash, $72.0 million in
fair value of EMC'’s stock options and $1.7 milliohtransaction costs, which primarily consistedesfs paid for financial advisory, legal and
accounting services. The fair value of EMC'’s stopkions issued to VMware employees was estimated) ssBlack-Scholes option-pricing
model. The fair value of the stock options wasneated assuming no expected dividends and the foltp&MC weighted-average
assumptions:

Expected life (in years 4.C
Expected volatility 60.(%
Risk-free interest rat 2.C%

The intrinsic value allocated to the unvested opstissued in the acquisition that had yet to beeshas of the acquisition date was $
million and was initially recorded as deferred cemgation in the purchase price allocation. Defecadpensation which related to those
earlier awards has been eliminated against additjpeid-in capital in conjunction with the adoptiohFinancial Accounting
Standards No. 123 R, “Shared-Based Payments” (“NASL23R").

The following represents the allocation of theigipurchase price (table in thousands):

Current assel $ 18,65¢
Furniture, fixtures and equipme 2,472
Other lon¢-term asset 1,52(
Intangible asset:
Goodwill 527,27:
Developed technology (weight-average useful life of 4.6 yeal 93,61(
Support and subscription contracts (weig-average useful life of 9.0 yeal 3,95(
x86 system vendor contracts (weigt-average useful life of 5.0 yeal 5,57(
Trademarks and tradenames (weig-average useful life of 5.0 yeal 7,58(
Non-solicitation agreements (weigh-average useful life of 3.0 yea 40
Acquired ir-process research and developm“IPR&D") 15,20(
Total intangible asse 653,22:
Deferred compensatic 47,30(
Current liabilities (85,059
Deferred income taxe (21,33))
Long-term liabilities (3,670
Total purchase pric $613,11.
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VMWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In determining the purchase price allocation, EM@gidered, among other factors, its intention ®the acquired assets, historical
demand and estimates of future demand of VMwanm@ducts and services. The fair value of intangégsets was primarily based upon the
income approach. The rate used to discount theasét flows to their present values was based upegighted average cost of capital of
14%. The discount rate was determined after coreid@ of market rates of return on debt and eqestgital, the weighted average return on
invested capital and the risk associated with atfhgeforecast sales related to the technology asdta acquired from VMware.

The total weighted-average amortization periodtierintangible assets subject to amortization8syéars. The intangible assets are
being amortized based upon the pattern in whicletiomomic benefits of the intangible assets anegbeiilized, which in general reflects the
cash flows generated from such assets. None afabéwill is deductible for income tax purposes.

IPR&D of $15.2 million was written off at the dadéacquisition because the IPR&D had no alternatises and had not reached
technological feasibility. The value assigned tB&D was determined utilizing the income approactdbiermining cash flow projections
relating to the IPR&D projects. The stage of cortipleof each inprocess project was estimated to determine theulggate to be applied
the valuation of the in-process technology. Bagezhithe level of completion and the risk associatild in-process technology, a discount
rate of 50% was deemed appropriate for valuing RifR&D.

Prior to the acquisition by EMC, VMware’s fiscalareended on January 31. In connection with theiaitaqun, VMware's fiscal year
end was changed to December 31 to conform to EM€ar end. The results of operations of the pester for the first eight days of the n
fiscal year ended December 31, 2004 have beendedlitom the consolidated financial statements.

EMC currently owns substantially all of our commnsinck. VMware’s certificate of incorporation wasemded to authorize shares of
Class A and Class B common stock. After a convarsfaexisting common stock into Class A and ClasoBimon stock, EMC holds
32.5 million shares of Class A common stock and @@dillion shares of Class B common stock. The asfnip rights of Class A and Class B
common stockholders are the same except with regpgoting, conversion, certain actions that regtie consent of holders of Class B and
other protective provisions. Each share of ClasgiBmon stock has ten votes while each share oE@a®mmon stock has one vote for all
matters to be voted on by stockholders. The capétadn of the Company, including all share and gfere data has been retroactively
adjusted to reflect the recapitalization.

As discussed in Note M, in April 2007, the Compaeglared an $800.0 million dividend to EMC payahlénhe form of a note. The
dividend has been given retroactive treatmenténDRcember 31, 2006 consolidated balance sheet.

Basis of Presentation

The financial statements have been derived fronttinsolidated financial statements and accoungngrds of EMC using the
historical results of operations and historicaliba$ assets and liabilities for VMware and its Whowned subsidiaries. The financial
statements include expense allocations for cec@iporate functions provided to VMware by EMC, udihg general corporate expenses.
These allocations were based on estimates of Wleé dé effort or resources incurred on behalf of Whte. Additionally, certain other costs
incurred by EMC for the direct benefit of VMwareich as rent, salaries and benefits have been iedluidvVMware’s financial statements.

Management believes the assumptions underlyin§jrithacial statements and the above allocationsesgonable. However, the
financial statements included herein may not nexégseflect results of operations, financial gasi and cash flows as if VMware had
operated as a stand-alone company during all pepossented. Accordingly, historical results of V&e should not be relied upon as an
indicator of the future performance of VMware.
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VMWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Accounting Principles

The financial statements and accompanying noteprapared in accordance with accounting princiglserally accepted in the United
States of America.

Principles of Consolidation

The consolidated financial statements include to®ants of VMware and its subsidiaries. All intarquany transactions and balances
between VMware and its subsidiaries have been mdited.

Unaudited Financial Information

The accompanying consolidated balance sheet asaofHVB1, 2007, the consolidated statements of iecama cash flows for the three
months ended March 31, 2007 and 2006 and the ddatsd statements of stockholder’s equity for tire¢ months ended March 31, 2007
are unaudited. The unaudited interim financialestagnts have been prepared on the same basisailn financial statements and, in the
opinion of management, reflect all adjustmentsciwtinclude only normal recurring adjustments, neagsto present fairly the Company’s
financial position and results of operations amshdéows for the three months ended March 31, 20¥2006. The financial data and other
information disclosed in the notes to the finanstatements related to the three-month periodalaceunaudited. The results of the three
months ended March 31, 2007 are not necessarilgatide of the results to be expected for the yeated December 31, 2007 or for any
other interim period or for any other future year.

Use of Accounting Estimates

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make
estimates and assumptions that affect the repartemints of assets and liabilities, the reporteduantsoof revenues and expenses during the
reporting periods and the disclosure of contingessets and liabilities at the date of the finamsialements. Actual results could differ from
those estimates.

Revenue Recognition

VMware derives revenue from the licensing of sofevand related services. VMware recognizes revémnsoftware products and
related services in accordance with the Americaiitlrie of Certified Public Accountants’ StatemehPosition (SOP) 97-2Software
Revenue Recognitic’ as amended. VMware recognizes revenue when pevsuasdence of an arrangement exists, deliveryolasrred,
the sales price is fixed or determinable and ctibidity is probable.

The following summarizes the major terms of VMwarebdntractual relationships with customers andibaner in which VMware
accounts for sales transactions.

License revenue.

VMware recognizes revenue from the sale of softwaren risk of loss transfers, which is generallpmughipment or electronic
transfer.

VMware licenses its software under perpetual liesrthrough its direct sales force and throughhitgsoel of distributors, resellers, x86
system vendors and systems integrators. VMwaraslegfgenue relating to products that have shippéis thannel until its products are sold
through the channel. VMware obtains sell-througbrimation from distributors and resellers on a rhbnbasis. For VMware’s channel
partners who do not report sell-through data, VMdgtermines sell-through based on such distribuamd certain resellers’ accounts
receivable balances and other relevant factorsx&®isystem vendors, revenue is recognized in & gaon the receipt of binding royalty
reports.
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VMWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

For all sales, VMware uses either a purchase andaticense agreement and a purchase order asneeidf an arrangement. Sales
through distributors and resellers are evidenced master license agreement, together with purabrases on a transaction-by-transaction
basis.

The Company'’s return policy does not allow end-sisereturn products for a refund. Certain distialosi and resellers may rotate stock
when new versions of a product are released. VMwsiienates future product returns at the time t&f. 3&Vlware’s estimate is based on
historical return rates, levels of inventory helddistributors and resellers and other relevartbfac

VMware offers rebates to certain of its channetipans. When rebates are based on the set percasitageial sales, VMware
recognizes the cost of the rebates as a reducti@venue when the underlying revenue is recognivétken rebates are earned only if a
cumulative level of sales is achieved, VMware retpgs the cost of the rebates as a reduction efwex proportionally for each sale that is
required to achieve the target.

VMware also offers marketing development fundgd¢ahannel partners. VMware records the cost ofrtagketing development funds,
based on the maximum potential liability, as a ctidm of revenue.

Services revenue.
Services revenue consists of software maintenamt@fessional services.

VMware recognizes maintenance revenues ratablytbeecontract period.

Professional services include design, implememadind training. Professional services are not cened essential to the functionality
of VMware’s products as these services do not alter the preadpabilities and may be performed by customeadter vendors. Professior
services engagements that have durations of 90atdgss are recognized in revenue upon completidhe engagement. Professional
services engagements of more than 90 days for wHitlvare is able to make reasonably dependable astsrof progress toward complet
are recognized on a proportional performance xsied upon the hours incurred. Revenue on all etihgagements is recognized upon
completion.

Multiple element arrangements.

VMware's software products are sold with maintenance amitdessional services. VSOE of fair value of pasfional services is bas
upon the standard rates VMware charges for susticesrwhen sold separately. VSOE for maintenanogcss is established by the rates
charged in stand-alone sales of maintenance ctesiwathe stated renewal rate for maintenance dieclun the license agreement. The
revenue allocated to software license included ttiple element contracts represents the residualuat of the contract after the fair value
the other elements has been determined.

Customers under maintenance agreements are emdittedeive updates and upgrades on a when-andkilable basis. In the event
upgrades have been announced but not deliveredugreevenue is deferred after the announcemeatutdtii delivery occurs unless the
company has established VSOE of fair value forubgrade. VSOE of fair value of upgrades is estabtishased upon the price set by
management. VMware has a history of selling upgatea stand-alone basis.

Deferred revenue includes unearned maintenancededessional services fees and license fees.

Foreign Currency Translation

The U.S. dollar is the functional currency of VMwar foreign subsidiaries. Gains and losses frorifior currency transactions are
included in other expense, net, and consist ok®s$ $0.6 million in both 2006 and 2005.
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VMWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Cash and Cash Equivalents
Cash and cash equivalents include highly liquicegtments with a maturity of 90 days or less atithe of purchase. Cash equivalents
consist of money market funds.

Under the terms of various agreements, VMware katticted cash of $13.3 million and $2.5 milliorDetcember 31, 2006 and 2005,
respectively. Of these amounts, $10.2 million aB@d$nillion were included in other current asseét®acember 31, 2006 and 2005,
respectively, and $3.1 million was included in athssets, net at December 31, 2006.

Allowance for Doubtful Accounts

VMware maintains an allowance for doubtful accodotsestimated probable losses on uncollectibl®ants receivable. The allowance
is based upon the creditworthiness of VMware’'sausgrs, historical experience, the age of the reddévand current market and economic
conditions. Uncollectible amounts are charged agdire allowance account.

Furniture, Fixtures and Equipment

Furniture, fixtures and equipment are recordedat. ©epreciation commences upon placing the assetvice and is recognized on a
straight-line basis over the estimated useful lvkethe assets, as follows:

Furniture and fixture 5 years
Equipment 2 to 5 year:
Leasehold improvemen Shorter of lease term or useful |

Upon retirement or disposition, the asset costratadled accumulated depreciation are removed wighgain or loss recognized in the
income statement. Repair and maintenance costading planned maintenance, are expensed as imcurre

Research and Development and Capitalized Softwaex®opment Costs

Costs incurred in the research and developmentwfaoftware products are expensed as incurredtentihological feasibility is
established. Technological feasibility is definesditae earlier of the completion of a detail prog@design or a working model. Such costs
include salaries and benefits, including stock-tasempensation, consultants, facilities-relatedssaguipment costs, and depreciation.
Software development costs incurred subsequerstabiéshing technological feasibility through thengral release of the software products
are capitalized. Capitalized costs are amortizezt periods ranging from 18 to 24 months, whicheepnt the products’ estimated useful
lives. Unamortized software development costs d&1 million (unaudited), $46.5 million and $25:@lion at March 31, 2007 and
December 31, 2006 and 2005, respectively, anchaheded in other assets, net. Amortization expevae$8.0 million (unaudited), $2.8
million (unaudited), $22.3 million, $6.2 million dr$1.3 million for the three months ended MarchZ1)7 and 2006, and for the years ended
December 31, 2006, 2005 and 2004, respectively.socapitalized were $7.6 million (unaudited), Flnillion (unaudited), $43.0 milliol
$25.1 million and $8.2 million for the three mon#heded March 31, 2007 and 2006, and for the yeatsdeDecember 31, 2006, 2005 and
2004, respectively.

Long-lived Assets

Purchased intangible assets, other than goodwéllamortized over their estimated useful lives Wwhienge from three to nine years.
Goodwill is carried at its historical cost.

VMware periodically reviews long-lived assets fomairment in accordance with SFAS No. 144 “Accaugfior Impairment or
Disposal of Long-Lived Assets”. VMware initiates/siews for impairment
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VMWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

whenever events or changes in business circumstamtieate that the carrying amount of the assetg mot be fully recoverable or that the
useful lives of these assets are no longer ap@tpiitach impairment test is based on a compaoisthe undiscounted cash flows to the
recorded value of the asset. If impairment is iatlid, the asset is written down to its estimated/édue.

VMware tests goodwill for impairment in accordanagh SFAS No. 142 “Goodwill and other Intangibles&ss,”in the fourth quarter «
each year or more frequently if events or changeircumstances indicate that the asset might Ipaiirad.

Advertising

Advertising production costs are expensed as iedurkdvertising expense was $1.6 million, $0.9 imnlland $0.3 million in 2006,
2005 and 2004, respectively.

Income Taxes

Income taxes as presented herein are calculatacseparate tax return basis, although VMware isidez in the consolidated tax rett
of EMC. Deferred tax liabilities and assets aregmized for the expected future tax consequencesaits that have been included in the
financial statements or tax returns. Deferred i@bilities and assets are determined based oniffeesthce between the tax basis of assets anc
liabilities and their reported amounts using endité rates in effect for the year in which thdetiénces are expected to reverse. Tax credits
are generally recognized as reductions of incom@tavisions in the year in which the credits ariBee measurement of deferred tax asst
reduced by a valuation allowance if, based upoiilabla evidence, it is more likely than not thateoor all of the deferred tax assets will not
be realized.

VMware does not provide for a U.S. income tax ligppn undistributed earnings of VMware’s foreignbsidiaries. The earnings of
non-U.S. subsidiaries, which reflect full provisifim non-U.S. income taxes, are currently indeéilyireinvested in non-U.S. operations or
will be remitted substantially free of additionakt

The difference between the income taxes payabtdditalculated on a separate return basis andrtteeint actually paid to EMC
pursuant to VMware’s tax sharing agreement is priegkeas a component of additional paid-in capital.

Sales Taxes

Sales and other taxes collected from customersalskequently remitted to government authoritieseserded as accounts receivable
with a corresponding offset to sales tax payabite Balances are removed from the consolidated takmeet as cash is collected from the
customer and as remitted to the tax authority.

Earnings Per Share

Prior to the completion of the IPO, VMware had 3@&#lion shares of Class A common stock and 300l0an shares of Class B
common stock outstanding. There is no differencevden basic and diluted earnings per share bethesewere no outstanding options to
purchase shares of VMware common stock or othempiaily dilutive securities outstanding prior teetinitial public offering of VMware
Class A common stock. For purposes of calculatargiags per share, the Company uses thectaws method. Because both classes sha
same rights in dividends, basic and diluted easpey share was the same for both classes. In ciommevith the IPO, eligible employees
will be offered the right to exchange equity ingtents held in EMC’s common stock for equity instams of VMware’s common stock, and
certain employees will be awarded stock option grém purchase shares of VMware’s common stock.

Unaudited pro forma per share data gives effedhénveighted average shares used in the calcujatidghe additional 30.9 million
shares, which, when multiplied by the assumed ioifjeprice of $24.00 per share (the midpoint ofridwege set forth on the cover page of the
prospectus relating to the initial public offeriafy
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VMware Class A common stock), and after giving efff® a pro rata allocation of offering costs, wbhhve been required to be issued to
generate proceeds sufficient to pay the portiohef$800.0 million dividend declared in April 20(&e Note M) that exceeded the most
recent twelve months’ earnings.

Comprehensive Income
Comprehensive income is equal to net income.

Concentrations of Risks

Financial instruments which potentially subject Viahe to concentrations of credit risk consist ppadi of cash and cash equivalents
and accounts receivable. Deposits held with bardg enceed the amount of insurance provided on dapbsits. Generally, these deposits
may be redeemed upon demand and are maintainedinétitial institutions of reputable credit andréfere bear minimal credit risk.
VMware places cash and cash equivalents in monegaehfunds and limit the amount of investment vty one issuer.

VMware provides credit to distributors, resellensi @ertain end-user customers in the normal cafrbesiness. Credit is generally
extended to new customers based upon industryagpuior a credit evaluation. Credit is extendedxisting customers based on ongoing
credit evaluations, prior payment history and destiatted financial stability.

Two distributors accounted for 28% and 11%, respelgt, of VMware’s accounts receivable balance BB&cember 31, 2006. Two
distributors accounted for 30% and 11%, respegtiva VMware’s accounts receivable balance as afddeber 31, 2005. One of these
distributors accounted for 29%, 30% and 27% of mexes in 2006, 2005 and 2004, respectively.

Accounting for Stock-Based Compensation

VMware employees have been granted stock optianarfd restricted stock awards of EMC’s common st@k January 1, 2006, FAS
No. 123R became effective. The standard requiksgrezing compensation costs for all sl-based payment awards made to employees
based upon the awards’ estimated grant date faiev@he standard covers employee stock optiossicted stock and employee stock
purchases related to employee stock purchase @#ddgionally, VMware applied the provisions of tB&C’s Staff Accounting Bulletin
No. 107 on Sha-Based Payment to VMware’s adoption of FAS No. 12BRviously, VMware elected to account for thdsare-based
payment awards under Accounting Principles Boarohiop No. 25, “Accounting for Stock Issued to Emyses” (“APB No. 25”). Although
the equity awards have been made for grants in EM@nmmon stock, for purposes of presentation withése financial statements, the
compensation related to these equity grants hasihelided as a component of stockholder’s equity.

FAS No. 123R was adopted using the modified prasgetransition method which does not result in thgtatement of results from
prior periods, and, accordingly, the results ofrafiens for the year ended December 31, 2006 awdefyeriods will not be comparable to
historical results of operations of VMware.

Under the modified prospective transition metho8SHENo. 123R applies to new equity awards and tatgguvards modified,
repurchased or canceled after the adoption dataitiddally, compensation cost for the portion ofaads granted prior to the adoption date
which the requisite service has not been rendesed the adoption date is recognized as the raquisrvice is rendered. The compensation
cost for that portion of awards is based on thatgate fair value of those awards as calculatedearptior period pro forma disclosures un
FAS No. 123, “Accounting for Stock-Based Compersdt(“FAS No. 123") as reported by EMC. The compeien cost for those earlier
awards is attributed to periods beginning on agrafie adoption date using the attribution metimad was used under FAS No. 123, which
was the straight-line method. Instead of recoggiforfeitures only as they occur, VMware now estiesaan expected forfeiture rate which is
utilized to determine VMware’s expense. Deferrethpensation which related to those earlier awardsdean eliminated against additional
paid-in capital in conjunction with the adoptionFAS No. 123R.
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For stock options, VMware has utilized the Blacki8es option-pricing model to determine the failueaof VMware’s stock option
awards. For stock options and restricted stock, \Arecognizes compensation cost on a straighbhses over the awards’ vesting periods
for those awards which contain only a service westeature.

In connection with the IPO, VMware and EMC are aactthg an exchange offer enabling eligible VMwaneptoyees to exchange their
options to acquire EMC common stock for optionad¢quire VMware common stock and to exchange réstristock awards of EMC’s
common stock for restricted stock awards of VMwsi@mmon stock based on a formulaic exchangewdtich will be determined by
dividing the two-day volume-weighted average po€&MC’s common stock for the last two full daystbé exchange offer by the initial
public offering price of VMware’s Class A commorsk. The Company expects the exchange offer wilirexon the date of the pricing of
the initial public offering of VMware Class A commatock. The exchange offer is structured to gdiyaetain the intrinsic value of the
tendered EMC securities. The number of VMware apticeceived in exchange for EMC options will besd@iined by multiplying the
number of tendered EMC options by the exchange.rfitie exercise price of the VMware options recgiveexchange will be the exercise
price of the tendered EMC options divided by theh@nge ratio. The number of shares of VMware @stii stock received in exchange for
EMC restricted stock will be determined by multiply the number of tendered EMC restricted sharethéyxchange ratio. The exchange
offer will likely result in a reduction in dilutegarnings per share due to the future inclusiohefiotential VMware common shares.

Revision of Financial Statement Presentation

The Company has revised its prior presentatioh@ttumulative effect of adopting the provision$65 No. 123R to now present the
impact of recording the pro forma balance sheetuarsorelated to capitalized software costs as dita@additional paid-in capital at January
1, 2006 as opposed to as a cumulative effect aftating change that impacted net income. The effettiis change was immaterial to the
consolidated financial statements and reducedneetie for the full year 2006 and the thraenths ended March 31, 2006 by $1,060,000
increased additional paid-in capital at Januar3006 by the same amount. This change had no inopettte previously reported income
before cumulative effect of a change in accounginigciple or on cash flows from operating, finargior investing activities.

New Accounting Pronouncements

In June 2006, the Financial Accounting Standardsr8¢*FASB”) issued FASB Interpretation No. 48, ‘@mnting for Uncertainty in
Income Taxes, an Interpretation of FASB StatememtI09” (“FIN No. 48”). FIN No. 48 clarifies the agunting for uncertainty in income
taxes recognized in an enterprise’s financial siatgs in accordance with FAS No. 109, “Accountioglicome Taxes.” FIN No. 48
prescribes a two-step process to determine the @inobtiax benefit to be recognized. First, the pasition must be evaluated to determine the
likelihood that it will be sustained upon extereahmination. If the tax position is deemed “mokelly-than-not” to be sustained, the tax
position is then assessed to determine the amdienefit to recognize in the financial statemeiitee amount of the benefit that may be
recognized is the largest amount that has a greeer50 percent likelihood of being realized uptiimate settlement. VMware adopted FIN
No. 48 on January 1, 2007, and it did not have gnaimpact on our financial statemer

In September 2006, the FASB issued FAS No. 157y WValue Measurements” (“FAS No. 157"), which adsses how companies
should measure fair value when they are requirats¢éoa fair value measure for recognition or dsmale purposes under generally accepted
accounting principles. FAS No. 157 defines fairueglestablishes a framework for measuring fairevailugenerally accepted accounting
principles and expands disclosures about fair vadaasurements. FAS No. 157 is effective for finahstatements issued for fiscal years
beginning after November 15, 2007 and should béiepprospectively, except in the case of a limitednber of financial instruments that
require retrospective application. VMware is cuthervaluating the potential impact of FAS No. 1&YVMware'’s financial position and
results of operations.
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In February 2007, the FASB issued FAS No. 159, “FFa& Value Option for Financial Assets and Finahtiabilities-including an
amendment of FAS 115” (“FAS No. 159”). The new ataént allows entities to choose, at specified mleaates, to measure eligible
financial assets and liabilities at fair value theg not otherwise required to be measured avédire. If a company elects the fair value option
for an eligible item, changes in that item’s faiwe in subsequent reporting periods must be rezedtin current earnings. FAS No. 159 is
effective for fiscal years beginning after Novembsr 2007. VMware is currently evaluating the ptisdnmpact of FAS No. 159 on
VMware's financial position and results of operaso

B. Business Acquisitions, Goodwill and Intangible Asets

In June 2006, VMware acquired all of the outstagdiapital stock of Akimbi Systems, Inc. (“Akimbi"3, developer of software that
builds upon and leverages virtualization technoltmiymprove the efficiency and effectiveness okeptise application development
operations and the IT organizations that suppemthrhrough the acquisition of Akimbi, VMware’s edgilities for virtualizing information
by providing virtualization solutions to the devefoent and test environments have been enhanced.

The purchase price, net of cash received, was $4illidn, which consisted of $45.9 million of cas$0.7 million in fair value of EMG
stock options and $0.7 million of transaction cpstsich primarily consisted of fees incurred by Ve for financial advisory, legal and
accounting services. The fair value of EMC's stopkions issued to employees of Akimbi was estimat@dg a Black-Scholes optigicing
model. The fair value of the stock options wasneated assuming no expected dividends and the fuoltpweighted-average assumptions:

Expected life (in years 235
Expected volatility 35.(%
Risk-free interest rat 5.C%

The consolidated financial statements include éselts of Akimbi from the date of acquisition. Tingrchase price has been allocated to
the tangible and identifiable intangible assetsuaeg and the liabilities assumed based on estihfaie values as of the acquisition date.

The following represents the allocation of the iase price (table in thousands):

Current assel $ 41C
Furniture, fixtures and equipme 527
Other lon¢-term asset 24
Intangible asset:
Goodwill 34,25¢
Developed technology (weight-average useful life of 5.0 yeal 9,30(
IPR&D 3,70(
Total intangible asse 47,25¢
Current liabilities (54€)
Deferred income tax liabilit (380
Total purchase pric $47,28¢

In determining the purchase price allocation, VMeveonsidered, among other factors, VMware’s intentd use the acquired assets
and historical and estimated future demand of AKisntroducts. The fair value of intangible assetswrimarily based upon the income
approach. The rate used to discount the net casis fio
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their present values was based upon a weighted@eost of capital of 25%. The discount rate wasrdhined after consideration of market
rates of return on debt and equity capital, thegiveid average return on invested capital and #keassociated with achieving forecasted ¢
related to the technology and assets acquired Akimbi.

The amortization period for the developed technplisdh.0 years. The developed technology is beingridzed based upon the pattern
in which the economic benefits of the asset isdpeitilized, which in general reflects the cash #ogenerated from the asset. None of the
goodwill is deductible for income tax purposes.

The IPR&D of $3.7 million was written off at thetdaof acquisition because it was determined ttatRR&D had no alternative uses
and had not reached technological feasibility. Vhiee assigned to IPR&D was determined utilizing ithcome approach by determining c
flow projections relating to the identified IPR&Dqject. The stage of completion for the in-progesgect was estimated to determine the
discount rates to be applied to the valuation efithprocess technology. Based upon the level wipdetion and the risk associated with in-
process technology, VMware applied a discountof@bs% to value the project.

Intangible Assets
Intangible assets, excluding goodwill as of Decen#tie 2006 and 2005, consist of (tables in thousand

Gross Carrying Accumulated
Net Book
2006 Category Amount Amortization Value
Purchased technolog $ 102,91( $ (70,689 $32,22¢
Trademarks and tradenan 7,58( (3,200 4,38(
Customer relationships and customer | 5,29( 1,779 3,51¢
Other 5,66( (2,267) 3,39
Total intangible assets, excluding good\ $ 121,44 $ (77,92Y $43,51¢
Gross Carrying Accumulated
Net Book
2005 Category Amount Amortization Value
Purchased technolog $ 93,61( $ (48,84Y $44,76¢
Trademarks and tradenan 7,58( (1,736 5,84¢
Customer relationships and customer | 5,29( (809) 4,481
Other 5,66( (1,019 4,64
Total intangible assets, excluding good\ $ 112,14 $ (562,409 $59,73]

Amortization expense on intangibles was $25.5 anilli$26.1 million and $26.3 million in 2006, 200522004, respectively. As of
December 31, 2006, amortization expense on intémgisets for the next five years is expected tastfellows (table in thousands):

2007 $25,15(
2008 12,34«
2009 3,46%
2010 1,807
2011 397

Total $43,16:
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Changes in the carrying amount of goodwill for ylears ended December 31, 2006 and 2005 consis¢ dblowing (table in
thousands):

2006 2005
Balance, beginning of the ye $526,25: $525,47¢
Goodwill acquirec 34,25¢ 4,644
Finalization of purchase price allocatic (28) (3,877)
Balance, end of the ye $560,48. $526,25.

C. Other Current Assets
Other current assets consists of (table in thousand

December 31

March 31, December 31
2007 2006 2005
(unaudited)
Restricted cas $ 10,00: $ 10,17 $ 2,51¢
Prepaid expenst 6,97t 7,331 2,522
Other receivable 4,23 4,95( 492
Other 187 22€ 444
$ 21,39¢ $ 22,68¢ $ 597
D. Furniture, Fixtures and Equipment
Furniture, fixtures and equipment consists of @ablthousands):
December 31
March 31, December 31
2007 2006 2005
(unaudited)
Furniture and fixture $ 5,13¢ $ 1,33¢ $ 99
Equipment 71,25¢ 57,32: 23,671
Improvements 16,72 11,45¢ 2,75¢
Construction in progres 3,60z 9,942 5,66(
96,71¢ 80,057 32,19
Accumulated depreciatic (38,240 (31,389 (12,859
$ 58,47¢ $ 48,67 $ 19,34:

Depreciation expense was $6.9 million (unauditg@)5 million (unaudited), $18.7 million, $7.2 mih and $2.6 million for the three
months ended March 31, 2007 and 2006, and the geded December 31, 2006, 2005 and 2004, resplgctive
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E. Accrued Expenses
Accrued expenses consist of (table in thousands):

December 31

March 31, December 31
2007 2006 2005
(unaudited)
Salaries and benefi $ 42,25¢ $ 45,57¢ $ 20,72(
Accrued rebate 31,36t 28,65¢ 7,891
Other 30,66( 29,09( 13,80¢
$104,28: $ 103,32: $ 42,417
F. Income Taxes
VMware’s provision for income taxes consists ob{&in thousands):
Period from
Year Ended January 9,
December 31, 2004 to
December 31
2006 2005 2004
Federal:
Current $ 53,10: $ 47,08¢ $ 11,02:
Deferred (20,089 (20,840 5,951
33,01¢ 26,24¢ 16,97¢
State:
Current 3,09¢ 2,94z (2149
Deferred (2,189 (1,657 1,05¢
91z 1,28¢ 844
Foreign:
Current 2,90: 1,02¢ 547
Deferred — — —
2,90z 1,02¢ 547
Total provision for income taxe $ 36,83: $ 28,56¢ $ 18,36¢
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A reconciliation of VMware’s income tax provision the statutory federal tax rate is as follows:

Period from
Year Ended January 9,
December 31, 2004 to
December 31
2006 2005 2004
Statutory federal tax ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 0.7% 1.4% 2.4%
Tax rate differential for international jurisdictie (21.0% (16.9)% (12.9H%
U.S. tax credit (4.99% (3.9% (8.0%
Permanent items, including Subpart F Income, nahidigble stock-based
compensation expenses and IPR&D cha 20.8% 16.1% 38.71%
Other (0.5% _(1.9% 3.9)%
Effective tax rate 30.1% 30.0% 52.2%

The components of the current and non-current dedfaax assets are as follows (table in thousands):

December 31, 2006

December 31, 2005

Deferred Tax

Deferred Tax

Deferred Tax

Deferred Tax

Asset Liability Asset Liability

Current:
Accounts receivabl $ 63C $ — $ 604 $ —
Accrued expense 9,40z — 3,46( —
Deferred revenu 16,77¢ — 16,74( —
Net operating loss carryforwar 84¢€ — 63 —

Total curren 27,65¢ — 20,86 —
Non-current:
Property, plant and equipment, | 2,74¢ — 1,007 —
Intangible and other assets, — (30,579 — (31,150
Deferred revenu 15,69¢ — 5,40( —
Credit carryforward: 612 — — —
Net operating loss carryforwar 1,87¢ — — —

Total nor-current 20,93t (30,579 6,407 (31,150
Total deferred tax assets and liabilit $ 48,59: $ (30,579 $ 27,27¢ $ (31,150

VMware has federal net operating loss carryforwafds7.0 million from acquisitions in 2005 and 200®ese carryforwards expire at
different periods through 2026. Portions of themeyforwards are subject to annual limitations)udig Section 382 of the Internal Revenue
Code of 1986, as amended (the “Code”), for U.Spiaposes. VMware expects to be able to fully hese net operating losses against future
income.

Deferred income taxes have not been provided ois Hdferences related to investments in foreigbsidiaries. These basis differences
were approximately $12.9 million and $0.5 millianzrecember 31, 2006 and 2005, respectively, andistan of undistributed earnings
permanently invested in these entities. The unmeized deferred tax liability associated with theseemitted earnings is approximately
$4.4 million and $0.1 million as of December 3108@&nd 2005, respectively. Income before incomegdrom foreign operations for 2006,
2005 and 2004 was $82.0 million, $48.5 million &1d.0 million, respectively.
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The difference between the income taxes payabtdditalculated on a separate return basis andrtteeint actually paid to EMC
pursuant to VMware’s tax sharing agreement is priegskeas a component of additional paid-in capitaése differences resulted in an
increase of additional paid-in capital of $3.8 raiilin 2004 and a decrease in additional paid-pitahof $13.8 million and $32.3 million in
2005 and 2006, respectively.

VMware adopted FASB Interpretation 48, “Accountiiog Uncertainty in Income Taxes” (“FIN No. 48"), @ite beginning of fiscal year
2007. FIN No. 48 clarifies the accounting for utairty in income taxes recognized in an enterpsi§i@ancial statements in accordance with
FAS No. 109, “Accounting for Income Taxes.” FIN NiB prescribes a two-step process to determinarttaint of tax benefit to be
recognized. First, the tax position must be evaldiab determine the likelihood that it will be saised upon external examination. If the tax
position is deemed “more-likely-than-not” to be tairsed, the tax position is then assessed to daterthe amount of benefit to recognize in
the financial statements. The amount of the betteditmay be recognized is the largest amountthsia greater than 50 percent likelihood of
being realized upon ultimate settlement. VMware had¢hanges to the amount of its income tax payabke result of implementing FIN
No. 48. Prior to the adoption of FIN No. 48, VMw's policy was to classify accruals for uncertainifpmss as a current liability unless it w
highly probable that there would not be a paymersettlement for such identified risks for a perajdat least a year. VMware reclassified
$4.5 million of income tax liabilities from curretd noneurrent liabilities because a cash settlementedeHiabilities is not anticipated witt
one year of the balance sheet date.

As of January 1, 2007, we had $4.4 million of ungruzed tax benefits; if recognized, all of thiseamt would be recognized as a
reduction of income tax expense impacting the éffedincome tax rate. This amount did not changaificantly during the three months
ended March 31, 2007. We are subject to U.S. féderame tax and various state, local and inteamati income taxes in numerous
jurisdictions. Our domestic and international tabilities are subject to the allocation of revemaad expenses in different jurisdictions .
the timing of recognizing revenues and expenseditiddally, the amount of income taxes paid is eabjo our interpretation of applicable
tax laws in the jurisdictions in which we file.

We have substantially concluded all U.S. federabime tax matters for years through 2004. The @&l income tax audit for 2005
and 2006 is scheduled to commence in June 200Ayardhve income tax audits in progress in numestatg, local and international
jurisdictions in which we operate. In our interoatal jurisdictions that comprise a significant pmmtof our operations, the years that may
examined vary, with the earliest year being 200848 on the outcome of examinations of VMwarerdisalt of the expiration of statutes of
limitations for specific jurisdictions or the resof ruling requests from taxing authorities, itéasonably possible that the related
unrecognized tax benefits could change from theserded in our statement of financial positioris ppossible that one or more of these ai
may be finalized within the next 12 months. Howewased on the status of examinations, and theqobof finalizing audits, it is not
possible to estimate the impact of such changesyif to our previously recorded uncertain tax fomss.

We recognize interest expense and penalties refati@dome tax matters in income tax expense. titiach to the unrecognized tax
benefits noted above, we had accrued $0.1 millfanterest as of January 1, 2007. The amount dicchange significantly during the three
months ended March 31, 2007.

G. 401(k) Plan

VMware employees patrticipate in EMC’s 401(K) plaiMware matches pre-tax employee contributions u@dtoof eligible
compensation during each pay period (subject t&#® maximum match each quarter). Matching coutidins are immediately 100%
vested. VMware contributions for employees werd $8illion in 2006, $2.0 million in 2005 and $0.9lhein in 2004.
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Employees may elect to invest their contributiona variety of funds, including an EMC stock fuiithe 401(k) plan limits an
employee’s maximum investment allocation in the EM@ck fund to 30% of his or her total contributidime matching contribution mirrors
the investment allocation of the employee’s couiiim.

H. Commitments and Contingencies

Operating Lease Commitments

VMware leases office facilities and equipment ungious operating leases. Facility leases generatlude renewal options. Rent
expense for 2006, 2005 and 2004 was $14.0 mil$sr8 million and $3.8 million, respectively.

VMware’s future lease commitments are as follovabl@ in thousands):

2007 $ 13,56:
2008 8,96¢
2009 7,86¢
2010 7,617
2011 6,632
Thereafte 253,44.
Total minimum lease paymer $298,08:!

Outstanding Obligations

At December 31, 2006 VMware had outstanding pureleders aggregating $46.7 million. While the pasghorders are generally
cancelable without penalty, certain vendor agred¢sngrovide for percentage-based cancellation feesimmum restocking charges based on
the nature of the product or service. In additMilware had outstanding construction contracts fvhkare’'s new headquarter facilities
aggregating $77.6 million at December 31, 2006. Edd@ently reimburses VMware for the costs VMwareurs under these contracts and
will continue to do so through the date of VMwar@iitial public offering, at which time VMware wipurchase the facilities from EMC. Ta
costs incurred through December 31, 2006 were $68l®&n. There will be additional costs incurrdddugh the initial public offering date.

Guarantees and Indemnification Obligations

VMware enters into agreements in the ordinary adofdusiness with, among others, customers, ligtis, resellers, x86 system
vendors and systems integrators. Most of theseeamg®ats require VMware to indemnify the other padginst third-party claims alleging
that a VMware product infringes or misappropricgsatent, copyright, trademark, trade secret aradfar intellectual property right. Certain
of these agreements require VMware to indemnifyotiier party against certain claims relating toperty damage, personal injury or the ¢
or omissions of VMware, its employees, agents pragentatives.

VMware has agreements with certain vendors, fir@ngstitutions, lessors and service providers pams to which VMware has agreed
to indemnify the other party for specified mattensch as acts and omissions of VMware, its empkyagents or representatives.

VMware has procurement or license agreements wipect to technology that is used in VMware’s potsland agreements in which
VMware obtains rights to a product from an x86 sgstvendor. Under some of these agreements, VMvaagreed to indemnify the
supplier for certain claims that may be broughtisgasuch party with respect to VMware's acts oiigsions relating to the supplied products
or technologies.
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VMware has agreed to indemnify the directors affit@fs of VMware and VMware’s subsidiaries, to thaent legally permissible,
against all liabilities reasonably incurred in cention with any action in which such individual mag involved by reason of such individual
being or having been a director or officer.

In connection with certain acquisitions, VMware laggeed to indemnify the current and former dinestofficers and employees of the
acquired company in accordance with the acquiretpamy’s by-laws and charter in effect immediatefpipto the acquisition or in
accordance with indemnification or similar agreetaemtered into by the acquired company and sudops. VMware has maintained the
acquired company'’s directors’ and officers’ insumr@nwhich should enable VMware to recover a portibany future amounts paid.

Based upon VMware’s historical experience and imition known as of December 31, 2006, VMware beldiability on the above
guarantees and indemnities at December 31, 2G66ignificant.

Litigation
VMware is a party to various legal proceedings Whidviware considers routine and incidental to VMwafgausiness. Management

does not expect the results of any of these priangedo have a material adverse effect on VMwabe'siness, results of operations or
financial condition.

I. Stockholder’s Equity
Common Stock

Following the initial public offering of VMware Cs A common stock, VMware will have two classeawthorized common stock:
Class A common stock and Class B common stock.

Dividend Rights

Subject to preferences that may apply to sharpsadérred stock outstanding at the time, the hsldéoutstanding shares of VMware’s
Class A common stock and Class B common stockraited to receive dividends, out of assets legallgilable, sharing equally in all such
dividends on a per share basis, at the times atiteiamounts that VMware’s board of directors metednine from time to time.

Conversion Rights

Each share of Class B common stock is convertilhidevineld by EMC or its successor-in-interest at diption of EMC or its successor-
in-interest into one share of Class A common stfckMware’s Class B common stock is distributedsexurity holders of EMC in a
transaction (including any distribution in excharigeshares of EMC's or its successor-in-interestimmmon stock or other securities)
intended to qualify as a distribution under Sec88658 of the Code, or any corresponding provisioaryf successor statute, shares of
VMware's Class B common stock will no longer be wertible into shares of Class A common stock. Pdaainy such distribution, all shares
of Class B common stock will automatically be caned into shares of Class A common stock uponrtrester of such shares of Class B
common stock by EMC other than to any of EMC'’s sssors or any of its subsidiaries (excluding VMwalfesuch a distribution has not
occurred, each share of Class B common stock isidl automatically convert at such time as the nurobshares of common stock owned
EMC or its successor-in-interest falls below 20%hef outstanding shares of VMware’s common stookofing any such distribution,
VMware may submit to its stockholders a proposaldovert all outstanding shares of Class B comntacksnto shares of Class A common
stock, provided that VMware has received a favagbivate letter ruling from the Internal Revenw\&e satisfactory to EMC to the effect
that
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the conversion will not affect the intended tavatreent of the distribution. In a meeting of VMwateckholders called for this purpose, the
holders of VMware Class A common stock and VMwalas€ B common stock will be entitled to one votegiere and, subject to applica
law, will vote together as a single class and meitltlass of common stock will be entitled to a safgaclass vote. All conversions will be
effected on a share-for-share basis.

Voting Rights

Except that holders of Class A common stock aritlesto one vote per share while holders of CBg®mmon stock are entitled to 10
votes per share on all matters to be voted on byveid’'s stockholders and except with respect teetbetion of directors, conversion, certain
actions that require the consent of holders of CBasommon stock and other protective provisionseadorth in this prospectus—offer to
exchange relating to the exchange offer, the hsldeéClass A common stock and Class B common dtagk identical rights. The holders of
VMware Class B common stock, voting separately elass, are entitled to elect 80% of the total nends directors on VMware’s board of
directors which it would have if there were no vagias on the board of directors at the time. Sukgany rights of any series of preferred
stock to elect directors, the holders of VMwaressSla common stock and the holders of VMware Classfmon stock, voting together a
single class, are entitled to elect the remainingctbrs, which at no time will be less than oneclior. In any such election, the holders of
Class A common stock and the holders of Class Bnoomstock are entitled to one vote per share.dretrent that the rights of any series of
preferred stock would preclude the holders of VMav@tass A common stock and the holders of VMwass€B common stock, voting
together as a single class, from electing at leastdirector, the board of directors will incretéise number of directors prior to the issuance of
that preferred stock to the extent necessary tovathese stockholders to elect at least one direGenerally, all other matters to be voted on
by stockholders must be approved by a majorithefuotes entitled to be cast at a meeting by alleshof Class A common stock and Clas
common stock present in person or representeddyypvoting together as a single class, subjeantovoting rights granted to holders of |
preferred stock. Additionally, following a distribon of VMware Class B common stock to securitydeos of EMC, any person or group that
beneficially owns 10% or more of the Class B commstmrtk will not have any right to vote their shaoé€lass B common stock in the
election of directors unless that person or grdupeosons also beneficially owns at least an edeitgercentage of VMware Class A
common stock with two exceptions:

» where such person or group obtains the consenMyfafe’s board of directors prior to acquiring beaied ownership of at least
5% of VMware s common stock; ¢

» where such person or group acquires beneficial cshiiye of at least 5% of VMware’s common stock spbe a result of a
distribution of Class B common stock to EMC stodkleos and, prior to acquiring one additional sh&r€lass B common stock,
such person or group obtains the consent of VM's board of director:

No Preemptive or Redemption Rights

VMware’s Class A common stock and Class B commoaoksare not entitled to preemptive rights and aresmbject to redemption or
sinking fund provisions.

Right to Receive Liquidation Distributions

Upon VMware’s liquidation, dissolution or windingzuthe holders of VMware’s Class A common stock @teiss B common stock are
entitled to share equally in all of VMware’s assetsaining after payment of all liabilities and tlguidation preferences of any outstanding
preferred stock.
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Approval Rights of Holders of Class B Common Stock

In addition to any other vote required by law ontidware’s certificate of incorporation, until thest date on which EMC ceases to
beneficially own 20% or more of the outstandingreBaf VMware’s common stock, the prior affirmatiwate or written consent of EMC as
the holder of the Class B common stock is requisedbject in each case to certain exceptions) ierai@authorize VMware to:

» consolidate or merge with any other ent
e acquire the stock or assets of another entity geex of $100 million

e issue any stock or securities except to VMwarehsiliaries or pursuant to the initial public offegiof VMware Class A common
stock or VMwar’s employee benefit plan

» dissolve, liquidate or wind VMware u
» declare dividends on VMwg's stock;

» enter into any exclusive or exclusionary arrangeméth a third party involving, in whole or in pagroducts or services that are
similar to EMC's; and

e amend, terminate or adopt any provision inconsistéth certain provisions of VMwa'’s certificate of incorporation or bylaw

Preferred Stock

Subject to the approval of the Class B stockholdard subject to any requirements of the New YddcISExchange, or any applicable
national securities exchange, VMware’s series prefestock may be issued from time to time in onmore series, with such terms as
VMware’s board of directors may determine.

Equity Plans

VMware employees participate in the EMC Corpora003 Stock Plan (the “2003 Planthich provides for the grant of stock optio
stock appreciation rights, restricted stock anttieed stock units. The exercise price for a stoption shall not be less than 100% of the fair
market value of EMC’s common stock on the daterahty Options generally become exercisable in dninatallments over a period of three
to five years after the date of grant and expireyiears after the date of grant. Incentive stodloop will expire no later than ten years after
the date of grant. Restricted stock is common stivakis subject to a risk of forfeiture or othestrictions that will lapse upon satisfaction of
specified conditions. Awards of restricted stocktthest only by the passage of time will not vediyfin less than three years after the date of
grant.

In addition to the 2003 Plan, VMware employees haauticipated in EMC'’s three employee stock opfitans (the “1985 Plan,” the
“1993 Plan” and the “2001 Plan\inder the terms of each of the three plans, theceseprice of incentive stock options issued niesequa
to at least the fair market value of EMC’s communtk on the date of grant. In the event that noalitjad stock options are granted under
the 1985 Plan, the exercise price may be lessthieafair market value at the time of grant, buthie case of employees not subject to
Section 16 of the Securities Exchange Act of 19®4 less than par value (which is $0.01 per sharg),in the case of employees subject to
Section 16, not less than 50% of the fair mark&ieran the date of grant. In the event that noriigeh stock options are granted under the
1993 Plan or the 2001 Plan, the exercise price medgss than the fair market value at the timerafgbut not less than par value.
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Employee Stock Purchase Plan

Under EMC’s 1989 Employee Stock Purchase Plan“{t889 Plan”), eligible VMware employees may purahabares of EMC's
common stock through payroll deductions at the loeie85% of the fair market value of the stockha time of grant or 85% of the fair
market value at the time of exercise. Options telpase shares are granted twice yearly, on Jaduang July 1, and are exercisable on the
succeeding June 30 or December 31. In 2006, 2002@®4, 1.0 million shares, 0.5 million shares @r&Imillion shares, respectively, were
purchased under the 1989 Plan by VMware employeasvaightedaverage purchase price per share of $9.32, $1hdb$%58, respectivel
Total cash proceeds to EMC from the purchase akshander the 1989 Plan by VMware employees in 20085 and 2004 were $9.0
million, $5.3 million and $3.2 million, respectiyel

Stock Options

The following tables summarize option activity #kware employees in EMC stock options (shares aufands):
Wid. Avg.
Number of Exercise

Shares Price

VMware options exchanged for EMC options at Jan@ai2004 (see Note / 6,311 $ 1.5¢
Options relating to employees transferred from E 122 24.1(C
Granted 4,917 11.6¢
Forfeited (469) 6.4€
Expired (39 13.0¢
Exercisec (1,467%) 1.2z
Outstanding, December 31, 20 9,37t 6.95
Options relating to employees transferred from E 12¢ 22.0¢
Granted 3,44z 13.8¢
Forfeited (1,027 9.2¢
Expired (11 9.42
Exercisec (1,32%) 3.41
Outstanding, December 31, 20 10,58¢ 9.5¢
Options relating to employees transferred from E 293 23.5¢
Options exchanged in a business acquis 26E 0.4C
Granted 4,941 12.51
Forfeited (847) 12.22
Expired (1149 14.8C
Exercisec (1,299 2.3t
Outstanding, December 31, 20 13,82¢ 11.2:
Options relating to employees transferred from E(U@audited’ 354 25.22
Granted (unauditec 87¢ 13.91
Forfeited (unauditec (207) 12.71
Expired (unaudited (14) 13.0¢
Exercised (unauditec (29 3.7¢
Outstanding, March 31, 2007 (unaudit 14,54¢ 11.8¢

The total pre-tax intrinsic values of options exsed for the three months ended March 31, 20072806, and the years ended
December 31, 2006, 2005 and 2004 were $3.0 mi(lioaudited), $3.6 million (unaudited), $13.2 milig13.6 million and $17.3 million,
respectively. Cash proceeds from the exerciseookabptions
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paid to EMC were $1.1 million (unaudited), $1.0lrait (unaudited), $3.0 million, $4.5 million and 8Imillion for the three months ended
March 31, 2007 and 2006, and the years ended Dexediib 2006, 2005 and 2004, respectively.

Summarized information about stock options outstanthat are expected to vest and stock optionecesable at March 31, 2007
(unaudited) is as follows (shares and intrinsicigalin thousands):

Options Outstanding and Expected to Vest Options Exercisable
Weighted
Avg. Weighted Weighted Weighted
Number Remaining Number Avg. Aggregate
Contractual Avg. Aggregate Remaining Avg.
Range of of Exercise Intrinsic of Contractual Exercise Intrinsic
Exercise Price Options Life Price Value Options Life Price Value
$ 0.01-$5.00 1,88 59C $ 1.2¢ $23,69¢ 1,72¢ 5.6¢ $ 1.37 $21,51¢
$ 5.01- $10.00 93z 8.6% 9.2z 4,31 15¢ 4.81 6.47 1,17z
$10.01- $15.00 9,117 8.3¢ 12.9¢ 8,852 2,197 7.3t 12.5¢ 3,10¢
$15.01- $20.00 61 4.4z 16.7: — 61 4.4z 16.7: —
$20.01- $30.00 25 2.3¢ 27.4¢ — 25 2.3¢ 27.4¢ —
$30.01- $50.00 13¢ 3.2¢8 34.7i — 13¢ 3.2t 34.7i —
$50.01- $70.00 72 3.01 60.61 — 72 3.01 60.61 —
$70.01- $90.00 49 3.4¢ 82.91] — 49 3.4¢ 82.91] —
12,27 7.84 11.7¢  $36,86¢ 4,42¢ 6.3( 10.37  $25,79(
Expected forfeiture 2,26¢
Total options outstandin 14,54¢

The aggregate intrinsic values in the precedintetedpresent the total pre-tax intrinsic valuesebasn EMC'’s closing stock price of
$13.85 as of March 31, 2007 which would have beerived by the option holders had all in-the-mongtjons been exercised as of that
date.

Summarized information about stock options outstamthat are expected to vest and stock optionecesedble at December 31, 2006 is
as follows (shares and intrinsic values in thous@nd

Options Outstanding and Expected to Vest Options Exercisable
Weighted
Avg. Weighted Weighted Weighted
Number Remaining Number Avg. Aggregate
Contractual Avg. Aggregate Remaining Avg.
Range of of Exercise Intrinsic of Contractual Exercise Intrinsic
Exercise Price Options Life Price Value Options Life Price Value
$ 0.01-$ 5.00 2,10(¢ 6.0 $ 1.2¢ $25,02: 1,913 571 $ 1.37 $22,64:
$ 5.01- $10.00 89:< 9.17 9.34 3,451 13€ 4.8 6.5€ 90z
$10.01- $15.00 8,70( 8.4¢ 12.8¢ 5,36¢ 2,02¢ 7.5¢ 12.4F 2,081
$15.01- $20.00 39 5.01 16.4¢ — 38 4.61 16.57 —
$20.01- $30.00 25 2.63 27.4¢ — 25 2.6% 27.4¢ —
$30.01- $50.00 68 3.5¢ 35.52 — 68 3.5¢ 35.52 —
$50.01- $70.00 12 3.17 59.5¢ — 12 3.17 59.5¢ —
$70.01- $90.00 45 3.71 83.8¢ — 45 3.71 83.8¢ —
11,88: 8.02Z 11.0¢  $33,84( 4,26: 6.51 8.67 $25,62¢
Expected forfeiture 1,94
Total options outstandin 13,82¢
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The aggregate intrinsic values in the precedintetedpresent the total pre-tax intrinsic valuesebasn EMC'’s closing stock price of
$13.20 as of December 31, 2006 which would have beeeived by the option holders had all in-the-eyoaptions been exercised as of that
date.

Restricted Stock

The following tables summarize restricted stochvitgtfor grants to VMware employees of EMC resteid stock in 2006, 2005 and
2004 (shares in thousands):

Weighted
Average

Grant
Number of Date Fair

Shares Value

Restricted stock at January 8th, 2( — $ —
Granted 97¢ 12.3:
Outstanding, December 31, 20 97¢ 12.3:
Granted 7,71¢ 14.0¢
Vested (622) 12.7¢
Forfeited (172) 13.4C
Outstanding, December 31, 20 7,90z 13.9¢
Granted 3,30¢ 12.1¢
Vested (1,967%) 13.7C
Forfeited (425 13.9¢
Restricted stock at December 31, 2! 8,81: 13.3¢
Granted (unauditec 48 13.9:
Vested (unauditec (2,907) 14.01
Forfeited (unauditec (59 13.1¢
Restricted stock at March 31, 2007 (unaudi 6,901 13.1¢

The total fair values of EMC restricted stock thasted in the three months ended March 31, 2002@66, and the years ended
December 31, 2006 and 2005 were $26.6 million (dited), $8.7 million (unaudited), $26.9 million afid.9 million, respectively.

The EMC restricted stock awards have various vgsémms, including pro rata vesting over three yeend cliff vesting at the end of
five years from the date of grant with acceleratioeach of the first three or four years for aghiig specified performance criteria.

As of December 31, 2006, 8.8 million shares of EM&lricted stock were outstanding and unvestedh, avitaggregate intrinsic value of
$117.6 million and a weighted average remainingreatual life of approximately 3.7 years. Thesershare scheduled to vest through 2011.
As of March 31, 2007, 6.9 million (unaudited) slsaoé EMC restricted stock were outstanding and stac; with an aggregate intrinsic value
of $90.8 million (unaudited) and a weighted averegmaining contractual life of approximately 3.Gy® (unaudited). These shares are
scheduled to vest through 2011.
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Impact of Adopting FAS No. 123R

The following table summarizes the components @&l stock-based compensation expense included iwaild's consolidated income
statement for the three months ended March 31, ga0l in thousands):

Three Months Ended March 31, 2007

(unaudited)
Restricted Total
Stock Stock-Based
Options Stock Compensatior
Cost of license sale $ 25 $ 11 $ 36
Cost of services revenu 26C 234 494
Research and developmt 1,27¢ 5,11¢ 6,392
Sales and marketir 1,25¢ 1,68t 2,94¢
General and administrati 43k 1,34: 1,77¢
Stocl-based compensation expense before income 3,25z 8,391 11,64«
Income tax benef 1,062 1,86: 2,92¢
Total stocl-based compensation, net of $2,191 $ 6,52¢ $ 8,72

Stock option expense includes $0.7 million (unad)iof expense associated with the EMC employexk gtorchase plan.

The following table summarizes the components @l stock-based compensation expense included iwatd's consolidated income
statement in 2006 (table in thousands):

Year Ended December 31, 2006

Restricted Total

Stock Stock-Based

Options Stock Compensatior
Cost of license sale $ 80 $ 19 $ 99
Cost of services revenu 1,24¢ 1,13¢ 2,38¢
Research and developmt 4,09t 22,24, 26,34:
Sales and marketir 4,704 7,31¢ 12,02(
General and administrati 2,50( 7,881 10,38:
Stocl-based compensation expense before income 12,621 38,59¢ 51,22¢
Income tax benef 2,32 9,90z 12,22¢
Total stocl-based compensation, net of $10,30( $28,69: $ 38,99

Stock option expense includes $2.5 million of exgeeassociated with the EMC employee stock purcplase

In connection with the adoption of FAS No. 123R, Whte recorded to the income statement, a cumulaffeet adjustment, net of
taxes, of $0.2 million to record an amount for téeersal of the previously recognized compensatiqrense related to outstanding restricted
stock awards that are not expected to vest based estimate of forfeitures as of the date of adopf FAS No. 123R. Additionally,
VMware recorded to stockholder’s equity, a cumukagffect adjustment, net of taxes, of $1.1 milliorcapitalize amounts associated with
software development costs that were previouslytaliged in VMware’s pro forma compensation disclies.

For the three months ended March 31, 2007 and 20@bfor the years ended December 31, 2006 andnlere31, 2005 VMware
capitalized $0.9 million (unaudited), $5.3 milliemaudited), $8.8 million and
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$3.5 million, respectively, of equity-based commith expense associated with capitalized softdewelopment. For the three months
ended March 31, 2007, VMware capitalized $0.3 omill{unaudited) of equity-based compensation expasseciated with software
developed for internal use.

As of December 31, 2006, the total unrecognizeet-dftx compensation cost for stock options, rastistock and options under the
employee stock purchase plan was $97.6 millions Tibn-cash expense will be recognized through 2@thla weighted average remaining
period of 1.4 years.

As a result of adopting FAS No. 123R, VMware’'s immbefore taxes and net income in 2006 were $4l®mand $1.5 million lower,
respectively, than if VMware had continued to astdor share-based compensation under APB No. a5icBand diluted earnings per share
in 2006 would have been $0.01 higher if VMware hatladopted FAS No. 123R.

For the periods prior to 2006, VMware elected tplaAPB No. 25 and related interpretations in acttong for VMware’s stock-based
compensation plans. For the acquisition of VMwayd&EMC, VMware exchanged the options held by VMwameployees for EMC options
of the acquisition date. In accordance with APB R, VMware recognized the fair value of the exdethoptions as part of the purchase
price. VMware also recorded the intrinsic valuaha unvested options as compensation expenselmegraining service period subsequ
to the acquisition.

For purposes of determining the pro forma impadtAa$ No. 123 for 2005 and 2004, the Comparpolicy was to record the amount
which the fair value of the vested and unvested Bk awards exceeded the value of the acquiogsigins that were being exchanged.
The difference in the fair value of the EMC opti@ehanged as compared to the fair value of thiermgpheld by VMware’s employees was
insignificant.

The following is a reconciliation of net income pegighted average share had VMware adopted thedhie recognition provisions of
FAS No. 123 in 2005 and 2004 (table in thousandse@ per share amounts):

For the

Period from
January 9,
For the 2004 to
Year Ended December 31
December 31
2005 2004
Net income $ 66,77¢ $ 16,78
Add back: Stock compensation costs, net of taxstool-based award 21,42 16,45¢
Less: Stock compensation costs, net of taxes, toad sompensation expense been measured at fi
value (15,139 (3,64
Adjusted stock compensation expense per FAS Nq.rigt3f taxe: 6,29( 12,81
Adjusted net incom $ 73,06t $ 29,59
Net income per weighted average share, basic dmgc—as reportes $ 0.2C $ 0.0
Adjusted net income per weighted average sharé& bad dilutec $ 0.27 $ 0.0¢
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The fair value of each option granted during tlre¢hmonths ended March 31, 2007, and for the ysrated December 31, 2006, 2005
and 2004 is estimated on the date of grant usiadstack-Scholes option-pricing model with the faliog weighted average assumptions:

For the
Period from
Three Months For the Year Ended January 9,
December 31, 2004 to
Ended December 31
March 31,
2007 2006 2005 2004
(unaudited)
Stock Option:
Dividend yield None None None None
Expected volatility 30.1% 34.4% 40.8% 52.&%
Risk-free interest rat 4.7% 4.€% 4.C% 3.€%
Expected life (in years 4.2 4.C 4.C 4.8
Weightec-average fair value at grant d: $ 4.4t $ 4.2¢ $ 5.22 $ 5.71
For the
Period from
Three Months For the Year Ended January 9,
December 31, 2004 to
Ended December 31
March 31,
2007 2006 2005 2004
(unaudited)
Employee Stock Purchase P
Dividend yield None None None None
Expected volatility 25.2% 27.€% 42.1% 49.5%
Risk-free interest rat 5.04% 4.% 3.C% 1.4%
Expected life (in years 0.5 0.t 0.t 0.5
Weightec-average fair value at grant d: $ 3.0¢ $ 2.8¢€ $ 3.9t $ 3.4¢

Expected volatilities are based on historical anglied volatilities from traded options in EMC’'sk. VMware uses EMC historical
data to estimate the expected term of options gdawithin the valuation model. The risk-free raie feriods within the contractual life of the
option is based on the U.S. Treasury yield curveffiect at the time of grant.

J. Related Party Transactions

For the three months ended March 31, 2007 ande¢aegnded December 31, 2006, VMware recognize@gsafnal service revenue of
$4.1 million (unaudited), and $1.4 million for sems provided to EMC pursuant to contractual agesemwith EMC.

For the three months ended March 31, 2007 and 20@bthe years ended December 31, 2006 and 200&avd/fpurchased $0.6
million (unaudited), $0.7 million (unaudited), $218llion and $0.6 million, respectively, of storaggstems from EMC. The purchase amo
represent EMC'’s cost.

The financial statements include expense allocationcertain corporate functions provided by ENt€Juding accounting, treasury,
tax, legal and human resources. These allocatiens faased on estimates of the level of effort soueces incurred on VMware’s behalf. The
total costs allocated from EMC were $2.3 milliom&udited) and $1.3 million (unaudited) for the thmonths ended March 31, 2007 and
2006, respectively and $5.1 million in 2006, $5.8iam in 2005 and $4.5 million in 2004. Additiongl certain other costs incurred by EMC
for VMware’s direct benefit, such as rent, saladad benefits have been included as expenses in
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VMware'’s financial statements. The total of thetfegeo costs were $20.2 million (unaudited) and $X0ilfon (unaudited) for the three

months ended March 31, 2007 and 2006, respectiaaty $63.7 million in 2006, $27.1 million in 2008da$7.3 million in 2004. As part of
VMware’s tax sharing arrangement, VMware paid EM€ome taxes of $63.1 million and $6.6 million ir0BCand 2005, respectively, which
differed from the amounts owed on a separate rdtasis. The difference between these amounts septed as a component of stockholder’s
equity. VMware earned interest income on VMwarn@tercompany balance from EMC in the amount o8 $illion (unaudited), $0.8 millic
and $2.6 million for the three months ended Marth2)07 and the years ended December 31, 2006004 &spectively. For the three
months ended March 31, 2006, VMware incurred irsieegpense on VMware's intercompany balance to EviBe amount of $0.1 million
(unaudited). VMware’s interest income and VMwarexpenses as a separate, stand-alone company rhaghlee or lower than the amounts
reflected in the financial statements.

K. Risks and Uncertainties

VMware's future results of operations involve a @nof risks and uncertainties. Factors that caffiect VMware’s future operating
results and cause actual results to vary mateffiay expectations include, but are not limiteduncertainty in the potential market for
VMware's products; increasing competition; the némdcooperation of operating system and hardwarelers; restrictions imposed upon
VMware by EMC; reliance on distributors, resellet86 system vendors and systems integrators, depeadn VMware’s existing
management and key personnel; and protection of ¥idis intellectual property rights.

L. Segment Information

VMware operates in one reportable segment in aecma with the provisions of SFAS No. 131 “Disclesiabout Segments of an
Enterprise and Related Information.” Operating segt® are defined as components of an enterpriagt aliich separate financial
information is evaluated regularly by the chief timg decision maker in deciding how to allocasaurces and assessing performance. The
chief operating decision maker is the PresidentG@mef Executive Officer. VMware operates in ongreent, therefore all financial segment
information required by SFAS No. 131 can be founthe condensed consolidated financial statements.

Revenues by geographic area are as follows (talifeousands):

For the

Period from

Three Months Ended Year Ended January 9,
March 31, December 31, 2004 to

December 31

2007 2006 2006 2005 2004
(unaudited)

United State! $136,44: $ 66,68: $391,61:- $209,60( $ 119,30

International 122,25: 62,39 312,29( 177,47: 99,45:

Total $258,69! $129,07 $703,90: $387,07: $ 218,75¢

Long-lived assets, excluding financial instrumeantsl deferred tax assets in the United States w&8%.% million (unaudited) at
March 31, 2007, $694.0 million at December 31, 2806 $628.9 million at December 31, 2005. No couather than the United States
accounted for 10% or more of these assets at M&rcB007, December 31, 2006 or 2005. Long-live@tasgxcluding financial instruments
and deferred tax assets, internationally were $a8l&n (unaudited) at March 31, 2007, $5.5 mitliat December 31, 2006 and $1.0 million
at December 31, 2005.
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VMware groups its products into portfolios that aategorized into the following classes:

Virtualization Platforms ProductsThe Companyg virtualization platforms include a hypervisor fystem partitioning that provides 1
capability to safely, securely and efficiently mmultiple operating systems simultaneously on tieesphysical machine. The platforms
products include VMware Player, VMware WorkstatidiMware Server, VMware ESX Server, VMware VirtudlB, and VMware VMFS
products.

Virtual Infrastructure Management and Automatiorofucts. The Company’s virtual infrastructure managemeat automation
products utilize the unique benefits of its virimation platforms to automate system infrastrucewvices, such as resource management,
availability, mobility and security, manage a vataed environment and automate the interactiowéen various IT constituencies and the
virtual infrastructure for a specific set of pogulutions. They include VMware ACE, VMware VCB, VMwe HA, VMware DRS, VMware
VMotion, VMware VirtualCenter, VMware Lab Manag&fMware VDI, VMware Converter, VMware Capacity Plamn

Revenues by class of products or services werellasv:

For the
Period from
Year Ended December 31, January 9,
2004 to
December 31
2006 2005 2004
Virtualization platform product $281,33t $204,69° $ 147,96(
Virtual infrastructure automation and managemeatpcts 210,56¢ 82,30¢ 30,91:
License revenue 491,90: 287,00t 178,87:
Services revenue 212,00: 100,06¢ 39,88:
Total $703,90:- $387,07- $ 218,75¢

One distributor accounted for 23% (unaudited), Z8#audited), 29%, 30%, and 27% of revenues inttteetmonths ended March 31,
2007 and 2006, and the years ended December 38, 2005, and 2004, respectively. One channel pagiteunted for 11% (unaudited) of
revenue in the three months ended March 31, 2007.

M. Subsequent Events

In April 2007, VMware acquired all of the capitabsk of a privately-held company for $24.2 milliorhrough the acquisition VMware
advanced VMware’s desktop virtualization effortheTacquired company provides software that connesetss to their desktop deployed on
VMware Infrastructure.

In April 2007, VMware declared an $800.0 milliorvidiend to EMC. The dividend was paid in the fornaafote. The note matures in
April 2012 and bears an interest rate of the 904dBOR plus 55 basis points, with interest payaiplarterly in arrears commencing June 30,
2007. The note may be repaid, without penaltyngttame commencing July 2007. This dividend hasbgigen retroactive effect as of
December 31, 2006 in the accompanying consolidadéahce sheet. The dividend was first applied aga@tained earnings until that was
reduced to zero, then applied against additionaHpacapital until that was reduced to zero, whike remainder then allocated using a
reduction of retained earnings.
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In April 2007, VMware entered into an agreemera¢quire all of the capital stock of a privatelyheffshore software development
company for aggregate cash consideration of less$0 million. VMware entered into the acquisitaspart of its efforts to expand its
software development operations.

In June 2007, VMware adopted the 2007 Equity awdntive Plan. Awards under the 2007 Plan may Hledriorm of stock options or
other stock-based awards including awards of msttistock. The maximum number of shares of the ks Class A common stock
reserved for the grant or settlement of awards utiae2007 Plan is 80 million. The exercise priged stock option awarded under the 2007
Plan shall not be less than 100% of the fair mavkie of our common stock on the date of the gfdiost options granted under the 2007
Plan vest 25% after the first year and then mornitidyeafter over the following three years. In Jand July 2007, VMware’s Compensation
and Corporate Governance Committee made broad-lgaaets of these options to purchase 35,679,41rksluwd Class A common stock with
an exercise price of $23.00 per share. Certairopptihat may be granted to non-employee directuigiuthe 2007 Plan are exercisable
immediately, terminate if not exercised within grear and vest one-third on the first three annasges of the grant. In June 2007, VMware's
Compensation and Corporate Governance Committee graahts of these options to purchase 120,000 sb&r@lass A common stock with
an exercise price of $23.00 per share. All optiexygre six years from the date of grant. VMwaretsm@ensation and Corporate Governance
Committee also issued 452,676 restricted stoclswmitler the 2007 Plan, 433,216 of which have ténatsprovide for 3-year cliff vesting,
with performance acceleration in each of the finste years following achievement of certain penfance goals. The remaining restricted
stock units will vest ratably over four years fréine date of the grant. The fair value of these dw& approximately $260.5 million which
will be recognized over the awards’ vesting periods

VMware performed a contemporaneous valuation gawd @n equity grant of common stock was made. tardening the fair value of
the equity, VMware analyzed general market datduding economic, governmental and environmentzbfs; considered its historic,
current and future state of its operations; analyteoperating and financial results; analyzedadtscasts; gathered and analyzed available
financial data for publicly traded companies enghigethe same or similar lines of business to dgvelppropriate valuation multiples and
operating comparisons, and analyzed other factslatedconsidered pertinent to the valuation tovarsit an estimated fair value.

VMware utilized both the income approach and theketaapproach in estimating the value of the eqdibe market approach estima
the fair value of a company by applying to the camys historical and/or projected financial metnigarket multiples of the corresponding
financial metrics of publicly traded firms in simillines of business. The use of the market approeguires judgments regarding the
comparability of companies that are similar to VMedf different comparable companies had been,usednarket multiples and resulting
estimates of the fair value of our stock also wcdde been different. The income approach involygdying appropriate risk-adjusted
discount rates to estimated debt-free cash floaset on forecasted revenue and costs. The prajeat&ed in connection with this valuation
were based on our expected operating performaneeti® forecast period. There is inherent unceastamthese estimates. If different
discount rates or other assumptions had been tieedgsulting estimates of the fair value of oocktwould have been different. Due to the
prospect of an imminent public offering, VMware didt apply a marketability discount in carrying either approach. Further, VMware did
not apply a minority interest discount in conclugliom fair value.

In reaching its estimated valuation range, VMwaresidered the indicated values derived from eatinatian approach in relation to
the relative merits of each approach, the suitgtifi the information used, and the uncertaintre®ived. The results of the approaches
overlapped, with the income approach results fghiithin a narrower range, which VMware ultimatedjied on in its concluding estimate of
value.
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VMWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
In addition to the aforementioned analysis, the gany believes that the fair value of its equityhatt time was further substantiated by

the arm’s-length transaction with Intel Capitalgciebed below) whereby Intel agreed to purchase3d#llion shares of VMware’s Class A
common stock at $23.00 per share, subject to adgrstif the price in the offering is below $23.06r ghare.

The fair value of each VMware option granted wasrested on the date of grant using the Black-Schof&ion-pricing model with the
following weighted average assumptions:

Risk-free interest rat 5.C%
Expected dividend yiel 0%
Expected life 3.4 year

Expected volatility 39.2%

The computation of expected volatility was basedhanhistorical and implied volatility of comparalidompanies, considering factors such as
industry, stage of life cycle, size and financeldrage. The expected term was calculated basttdristorical experience of VMware
employees have had with EMC stock option grantsyelkas the expected term of similar grants of pamable companies. The risk free
interest rate was based on a treasury instrumeosevterm is consistent with the expected life efstock options.

In July 2007, VMware entered into a stock purctegeement with Intel Capital, pursuant to whicteli@apital has agreed to purchase
9.5 million shares of our Class A common stock28.80 per share for an aggregate offering prick2d8.5 million, subject to the expiration
of the applicable waiting period under the HSR &wtl the satisfaction of other customary closingdd@ns, including the absence of a
material adverse change. If VMware does not cora@etunderwritten public offering with an aggregatee to the public of at least $250.0
million on or before December 31, 2007, Intel Calpitill have the right to exchange its Class A coonnstock for shares of Series A
redeemable preferred stock, the terms of whichhveltlesignated prior to the closing of the Intgbi@d investment. VMware has also entered
into an investor rights agreement with Intel Cdptarsuant to which Intel will have certain regé&ton and other rights as a holder of
VMware'’s Class A common stock.
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VMWARE, INC.

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Allowance for

Bad Debts
Charged to
Selling,
General and Bad Debts
Balance a Administrative Charged tc Balance a
Beginning Other Write- End of
Allowance for Bad Debts of Period Expenses Accounts Offs Period
Year ended December 31, 2006 allowance for doubtful
accounts $ 1,58¢ $ 763 $ — $ (219 $ 2,13¢
Year ended December 31, 2005 allowance for doubtful
accounts 1,477 20z — (90) 1,58¢
Period from January 9, 2004 to December 31, 2004
allowance for doubtful accoun 35k 1,22¢ — (102 1,477
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PART Il
INFORMATION NOT REQUIRED IN THE PROXY STATEMENT/PRO SPECTUS

Item 20. Indemnification of Directors and Officers.

Delaware law permits a corporation to adopt a fmiowi in its certificate of incorporation eliminagimor limiting the personal liability of
director, but not an officer in his or her capa@tysuch, to the corporation or its stockholdersrfonetary damages for breach of fiduciary
duty as a director, except that such provisionlstaleliminate or limit the liability of a directdor (1) any breach of the director’s duty of
loyalty to the corporation or its stockholders, &2}s or omissions not in good faith or which irmeointentional misconduct or a knowing
violation of law, (3) liability under section 174 the Delaware General Corporation Law (the “DGCf{d) unlawful payment of dividends or
stock purchases or redemptions or (4) any trarsab@itbm which the director derived an improper paed benefit. Our certificate of
incorporation will provide that, to the fullest ext of Delaware law, none of our directors willlizdle to us or our stockholders for monetary
damages for breach of fiduciary duty as a director.

Under Delaware law, a corporation may indemnify paygson who was or is a party or is threatenectmade a party to any type of
proceeding, other than an action by or in the raftthe corporation, by reason of the fact thabhshe is or was a director, officer, employee
or agent of the corporation, or is or was servintpa request of the corporation as a directoiceff employee or agent of another corpora
or other entity, against expenses, including aétpshfees, judgments, fines and amounts paid itesetnt actually and reasonably incurred in
connection with such proceeding if: (1) he or stie@in good faith and in a manner he or she reddptelieved to be in or not opposed to
the best interests of the corporation and (2) wapect to any criminal proceeding, he or she lmactasonable cause to believe that his or hel
conduct was unlawful. The termination of any praiieg by judgment, order, settlement, convictionupon a plea of nolo contendere or its
equivalent, shall not, of itself, create a presuampthat a person did not act in good faith and manner which he or she reasonably believed
to be in or not opposed to the best interestsettrporation, and, with respect to any criminalggeding, had reasonable cause to believe
that his or her conduct was unlawful. A corporatioay indemnify any person who was or is a partig threatened to be made a party to any
threatened, pending or completed action or suiidinoby or in the right of the corporation to proza judgment in its favor by reason of the
fact that he or she is or was a director, offieenployee or agent of the corporation, or is or s&xsing at the request of the corporation as a
director, officer, employee or agent of anothepeooation or other entity, against expenses, indgadittorneys’ fees, actually and reasonably
incurred in connection with such action or sultéf or she acted in good faith and in a manner lsh®reasonably believed to be in or not
opposed to the best interests of the corporatixcep that no indemnification will be made if thergon is found liable to the corporation
unless, in such a case, the court determines tisepés nonetheless entitled to indemnificationdioch expenses. A corporation must also
indemnify a present or former director or officemahas been successful on the merits or otherwidefense of any proceeding, or in defe
of any claim, issue or matter therein, against agps, including attorneys’ fees, actually and reably incurred by him or her. Expenses,
including attorneys’ fees, incurred by a directaficer, employee or agent, in defending civil onunal proceedings may be paid by the
corporation in advance of the final dispositiorsath proceedings upon, in the case of a curreattdir or officer, receipt of an undertaking
by or on behalf of such director or officer to rgaich amount if it shall ultimately be determirildt he or she is not entitled to be
indemnified by the corporation. The Delaware lagareling indemnification and the advancement of egpe is not exclusive of any other
rights a person may be entitled to under any bysgeement, vote of stockholders or disinterestextibrs or otherwise.

Section 174 of the DGCL provides, among other thirtilyat a director, who willfully or negligently pves of an unlawful payment of
dividends or an unlawful stock purchase or redeomptimay be held liable for such actions. A direetbio was either absent when the
unlawful actions were approved or dissented atithe, may avoid liability by causing his or hershst to such actions to be entered in the
books containing the minutes of the meetings obibard of directors at the time such action occlimeimmediately after such absent
director receives notice of the unlawful acts.
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Our certificate of incorporation and bylaws genlgrptovide for mandatory indemnification of direcdcand officers to the fullest extent
permitted by law. We also intend to enter into imdéication agreements with our directors in tharfdiled as an exhibit to this Registration
Statement that will generally provide for mandatmgemnification to the fullest extent permitted layv.

Delaware law also provides that a corporation magimase and maintain insurance on behalf of angopewho is or was a director,
officer, employee or agent of the corporation,soofi was serving at the request of the corporattoa director, officer, employee or agent of
another corporation or other entity, against aalility asserted against and incurred by such persbether or not the corporation would
have the power to indemnify such person againgt Bability. We will maintain, at our expense, arsurance policy that insures our officers
and directors, subject to customary exclusionsdautlictions, against specified liabilities that rbayincurred in those capacities.

Iltem 21.Exhibits and Financial Statement Schedules.

(@)

Exhibit
Number Description

1.1 Form of Underwriting Agreement(:

3.1 Amended and Restated Certificate of Incorporatip

3.2 Amended and Restated Bylaws

4.1 Form of specimen common stock certifica

51 Form of Opinion of Skadden, Arps, Slate, Meaghdfl&m LLP
10.1 Form of Master Transaction Agreement between trggdRant and EMC(3
10.2 Form of Administrative Services Agreement betwdenRegistrant and EMC(.
10.3 Form of Tax Sharing Agreement between the Registrad EMC(3)
10.4 Form of Intellectual Property Agreement betweenRlegistrant and EMC(Z
10.5 Form of Employee Benefits Agreement between thesRagt and EMC(3
10.6 Form of Real Estate License Agreement between #dggsRant and EMC(
10.7 Letter Agreement between the Registrant and MadkP@)
10.8 Form of Indemnification Agreement for directors ancecutive officers+(2
10.9 2007 Equity and Incentive Plan+(
10.10 Promissory Note between the Registrant and EMC @atn(1)
10.11 Form of Insurance Matters Agreement between thaesiRagt and EMC(3
10.12 Form of Option Agreement+(:
10.13 Form of Restricted Stock Unit Agreement+
10.14 2007 Employee Stock Purchase Plan-
10.15 Letter Agreement between the Registrant and Thamaisrewicz+(2
10.16 Distribution Agreement between the Registrant anggdm Micro**(3)
10.17 Form of Real Estate Purchase and Sale Agreemenkbetthe Registrant and EMCi
10.18 Class A Common Stock Purchase Agreement betwedRdbistrant and Intel Capital(
10.19 Investor Rights Agreement between the Registraditiatel Capital(3|
10.20 Form of Early Exercise Option Agreement+
21.1 List of subsidiaries(1
23.1 Consent of PricewaterhouseCoopers |
23.2 Consent of PricewaterhouseCoopers |
23.3 Consent of Skadden, Arps, Slate, Meagher & Flom [ihBluded in Exhibit 5.1
24.1 Power of Attorney (included on signature page logi
990.1 Form of Letter of Transmittal**
99.2 Form of Notice of Withdrawal***
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+  Management contract or compensatory plan or arraage
* To be filed by amendmer

**  Confidential treatment requested for certaintpors of this Exhibit pursuant to Rule 406 promutéghunder the Securities Act, which
portions are omitted and filed separately with $leeurities and Exchange Commissi

***  Previously filed.

(1) Incorporated by reference to the Registratitaiesnent on Form S-1 of VMware, Inc. (Registrat8iatement No. 333-142368) filed
with the Commission on April 26, 200

(2) Incorporated by reference to the Registratitaiedhent on Form S-1 of VMware, Inc. (RegistratBiatement No. 333-142368) filed
with the Commission on June 11, 2(

(3) Incorporated by reference to Amendment No. théoRegistration Statement on Form S-1 of VMwhére, (Registration Statement
No. 33:-142368) filed with the Commission on July 9, 20

(4) Incorporated by reference to Amendment No. Bi¢oRegistration Statement on Form S-1 of VMwhre, (Registration Statement No.
333-142368) filed with the Commission on July 24, 2C

(b) Financial Statement Schedules
Item 22.Undertakings.
The undersigned registrant hereby undertakes:
(1) to file, during any period in which offers alss are being made, a post-effective amendmehistoegistration statement:
(i) to include any prospectus required by Sectidoa}(3) of the Securities Act of 1933;

(ii) to reflect in the Prospectus—Offer to Excharagwy facts or events arising after the effectivie dd the registration statement
(or the most recent post-effective amendment tHipreaich, individually or in the aggregate, represa fundamental change in the
information set forth in the registration statemétwithstanding the foregoing, any increase aréase in volume of securities offe
(if the total dollar value of securities offered ul not exceed that which was registered) and awjation from the low or high end of
the estimated maximum offering range may be redlbat the form of prospectus filed with the Comnaegpursuant to Rule 424(b) if,
in the aggregate, the changes in volume and pejmesent no more than a 20% change in the maxinggnegate offering price set
forth in the “Calculation of Registration Fee” tabih the effective registration statement; and

(iii) to include any material information with resgt to the plan of distribution not previously dised in the registration statem:
or any material change to such information in gghgtration statement;

(2) that, for the purpose of determining any lipilinder the Securities Act of 1933, each such-pffective amendment shall be
deemed to be a new registration statement reltitige securities offered therein, and the offenfguch securities at that time shall be
deemed to be the initilona fideoffering thereof.

(3) to remove from registration by means of a pdftetive amendment any of the securities beingsteged which remain unsold at the
termination of the offering.

(4) That, for the purpose of determining liabildf/the registrant under the Securities Act of 188any purchaser in the initial
distribution of the securities: The undersignedstgnt undertakes that in a primary offering afis#ties of the undersigned registrant
pursuant to this registration statement, regardié#ise underwriting method used to sell the se¢i@srto the purchaser, if the securities are
offered or sold to such purchaser by means of &tltyeofollowing communications, the undersignedstgnt will be a seller to the purchaser
and will be considered to offer or sell such sd@sito such purchaser:

() Any preliminary prospectus or prospectus of tinelersigned registrant relating to the offeringuiesd to be filed pursuant to
Rule 424;
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(i) Any free writing prospectus relating to thd@ing prepared by or on behalf of the undersigmegstrant or used or referred to
by the undersigned registrant;

(iii) The portion of any other free writing prosyes relating to the offering containing materidbimation about the undersigned
registrant or its securities provided by or on Webfthe undersigned registrant; and

(iv) Any other communication that is an offer iretbffering made by the undersigned registrant égotlrchaser.

(5) that, for purposes of determining any liabilityder the Securities Act of 1933, each filinghae# tegistrans annual report pursuant
section 13(a) or section 15(d) of the Exchange(act, where applicable, each filing of an employesrefit plan’s annual report pursuant to
section 15(d) of the Exchange Act) that is incogped by reference in the registration statemerit sealeemed to be a new registration
statement relating to the securities offered timer@nd the offering of such securities at that tahall be deemed to be the initial bona fide
offering thereof.

(6) that prior to any public reoffering of the sdtias registered hereunder through use of a prtgpeavhich is a part of this registration
statement, by any person or party who is deeméeé #&n underwriter within the meaning of Rule 145t issuer undertakes that such
reoffering prospectus will contain the informaticadled for by the applicable registration form wigspect to reofferings by persons who r
be deemed underwriters, in addition to the inforamatalled for by the other Items of the applicalolen.

(7) that every prospectus (i) that is filed purduarparagraph (6) immediately preceding, or {igttpurports to meet the requirement
Section 10(a)(3) of the Act and is used in conoectvith an offering of securities subject to Rulb4will be filed as a part of an amendment
to the registration statement and will not be usatil such amendment is effective, and that, fappses of determining any liability under
Securities Act of 1933, each such peffective amendment shall be deemed to be a nestrraipn statement relating to the securitiesreffi
therein, and the offering of such securities at tinae shall be deemed to be the initial bona &Gffering thereof.

(8) to respond to requests for information thahcorporated by reference into the Prospectus—Q@df&xchange pursuant to Item 4, 10
(b), 11, or 13 of this Form, within one businesg dareceipt of such request, and to send the parated documents by first class mail or
other equally prompt means. This includes inforprationtained in documents filed subsequent toffieetese date of the registration
statement through the date of responding to theesiq

(9) each prospectus filed pursuant to Rule 424¢tpaat of a registration statement relating to fé@rimg, other than registration
statements relying on Rule 430B or other than mogses filed in reliance on Rule 430A, shall bended to be part of and included in the
registration statement as of the date it is fisgtduafter effectiveness. Provided, however, thataement made in a registration statement or
prospectus that is part of the registration stateroemade in a document incorporated or deememtjfiocated by reference into the
registration statement or prospectus that is fdteregistration statement will, as to a purchagéh a time of contract of sale prior to such
first use, supersede or modify any statement tlaatiwade in the registration statement or prosp#catsvas part of the registration stater
or made in any such document immediately prioutthglate of first use.

(10) to supply by means of a post-effective amendrak information concerning a transaction, anel tompany being acquired
involved therein, that was not the subject of arduded in the registration statement when it bexaffective.

Insofar as indemnification for liabilities arisimmpder the Securities Act of 1933 may be permitteditectors, officers and controlling
persons of the registrant pursuant to the foregpmogisions described in Item 20 or otherwise,régistrant has been advised that in the
opinion of the Securities and Exchange
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Commission such indemnification is against pubbiqy as expressed in the Securities Act and exgiore, unenforceable. In the event th
claim for indemnification against such liabilitigsther than the payment by the registrant of expginscurred or paid by a director, officer or
controlling person of the registrant in the suctidstefense of any action, suit or proceeding)siseated by such director, officer or controll
person in connection with the securities beingsteged, the registrant will, unless in the opinibiits counsel the matter has been settled by
controlling precedent, submit to a court of appiaterjurisdiction the question whether such inddinaiion by it is against public policy as
expressed in the Securities Act and will be goveimethe final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the registrant has duly caused this AmemdiNo. 1 to be signed on its bel
by the undersigned, thereunto duly authorizedhénQity of Palo Alto, State of California, on J@4, 2007.

VMWARE, INC.

By: /s/ Diane B. Greene
Name: Diane B. Greene

Title: President and Chief Executive

Officer and Director

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, the undersignedéisr constitute and appoint David I. Goulden and PabDacier and
each of them, his or her true and lawful attormeyaict and agent, each with full power of substitutand resubstitution, for him and in his
name, place and stead, in any and all capacitiesgh any and all amendments (including peféctive amendments) to this Amendment
1, or any related registration statement filed pant to Rule 462(b) under the Securities Act of312% amended, and to file the same, with
exhibits thereto, and other documents in connedtierewith, with the Securities and Exchange Cormimiig granting unto said attorneys-in-
fact and agents, and each of them, full power artiglagity to do and perform each and every act Ainjtrequisite or necessary to be done in
connection therewith, as fully to all intents andgoses as he might or could do in person, heraifying and confirming all that each of s
attorneys-in-fact and agents, or his substituteutsstitutes, may lawfully do or cause to be dongitiye hereof.

Pursuant to the requirements of the SecuritiesoA&033, this Amendment No. 1 has been signed &ydhowing persons in the
capacities and on the dates indicated.

Signature Title Date
/s Diane B. Greene President and Chief Executive Officer (princi July 24, 2007
Diane B. Greene executive officer) and Directc
* Chief Financial Officer (principal financial July 24, 2007
Mark S. Peek officer, principal accounting office
* Chairman of the Board of Directors July 24, 2007
Joseph M. Tucci
* Director July 24, 2007
Michael W. Brown
* Director July 24, 2007
John R. Egan
* Director July 24, 2007

David I. Goulden

* Director July 24, 2007
David N. Strohm

*By: /s/ Paul T. Dacier Attorney-in-Fact July 24, 2007

Paul T. Dacier
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EXHIBIT INDEX

Exhibit
Number Description

1.1 Form of Underwriting Agreement(:

3.1 Amended and Restated Certificate of Incorporatip

3.2 Amended and Restated Bylaws

4.1 Form of specimen common stock certifica

51 Form of Opinion of Skadden, Arps, Slate, Meaghdfl&@m LLP
10.1 Form of Master Transaction Agreement between trggdRant and EMC(3
10.2 Form of Administrative Services Agreement betwdenRegistrant and EMC(.
10.3 Form of Tax Sharing Agreement between the Registrac EMC(3]
10.4 Form of Intellectual Property Agreement betweenRlegistrant and EMC(Z
10.5 Form of Employee Benefits Agreement between thedRamt and EMC(3
10.6 Form of Real Estate License Agreement between #dggsRant and EMC(
10.7 Letter Agreement between the Registrant and MadkP@)
10.8 Form of Indemnification Agreement for directors anccutive officers+(2
10.9 2007 Equity and Incentive Plan+(
10.10 Promissory Note between the Registrant and EMC @atjon(1)
10.11 Form of Insurance Matters Agreement between thesRagt and EMC(3
10.12 Form of Option Agreement+(:
10.13 Form of Restricted Stock Unit Agreement+
10.14 2007 Employee Stock Purchase Plan-
10.15 Letter Agreement between the Registrant and Thamaisrewicz+(2
10.16 Distribution Agreement between the Registrant arxggdm Micro**(3)
10.17 Form of Real Estate Purchase and Sale Agreememeéertthe Registrant and EMCi
10.18 Class A Common Stock Purchase Agreement betwedRebistrant and Intel Capital(
10.19 Investor Rights Agreement between the Registraditiatel Capital(3]
10.20 Form of Early Exercise Option Agreement+
21.1 List of subsidiaries(1
23.1 Consent of PricewaterhouseCoopers |
23.2 Consent of PricewaterhouseCoopers |
23.3 Consent of Skadden, Arps, Slate, Meagher & Flom [ihBluded in Exhibit 5.1
24.1 Power of Attorney (included on signature page logi
99.1 Form of Letter of Transmittal**’
99.2 Form of Notice of Withdrawal***

+ Management contract or compensatory plan or arraage

*

*%

*kk

1)
(2)
(3)

To be filed by amendmer

Confidential treatment requested for certaintfors of this Exhibit pursuant to Rule 406 promiéghunder the Securities Act, which
portions are omitted and filed separately with Sleeurities and Exchange Commissi

Previously filed.

Incorporated by reference to the Registratitatieésnent on Form S-1 of VMware, Inc. (Registrat8iatement No. 333-142368) filed
with the Commission on April 26, 200

Incorporated by reference to the Registratitateésnent on Form S-1 of VMware, Inc. (Registrat8iatement No. 333-142368) filed
with the Commission on June 11, 20

Incorporated by reference to Amendment No. théoRegistration Statement on Form S-1 of VMwhére, (Registration Statement
No. 33:-142368) filed with the Commission on July 9, 20



(4) Incorporated by reference to Amendment No. Bi¢oRegistration Statement on Form S-1 of VMwhre, (Registration Statement No.
333-142368) filed with the Commission on July 24, 2C



Exhibit 5.1
[Skadden, Arps, Slate, Meagher & Flom LLP]
[ ], 2007

VMware, Inc.
3401 Hillview Avenue
Palo Alto, California 94304

RE: VMware, Inc.
Registration Statement on Form S-4
(File No. 333144424)

Ladies and Gentlemen:

We have acted as special counsel to VMware, Inbelaware corporation (the “Company”), in connectwith the public offering of
(i) options (“WMware Options”) to purchase shar&é\ware Option Shares”) of the Company’s Class Aoon stock, par value $0.01 per
share (“VMware Stock”), and (ii) restricted VMwa®tock (“VMware Restricted Stock,” together with iMware Options and the VMware
Option Shares, the “VMware Securities”). The VMw&ecurities are to be issued and are issuable gnirsuthe offer (the “Exchange
Offer”) of the Company and EMC Corporation, a Ma$sesetts corporation (“EMC"), to eligible employed¥she Company to exchange
(i) all of such employees’ options to purchase EstBhmon stock for VMware Options and (ii) all of fuemployees’ restricted EMC
common stock for VMware Restricted Stock.

This opinion is being furnished in accordance wlita requirements of Item 601(b)(5) of Regulatiok 8nder the Securities Act of
1933, as amended (the “Securities Act”).

In connection with the opinions set forth hereie, mave examined and relied on originals or copli¢seofollowing: (i) the Company’s
Registration Statement on Form S-4 (File No. 3384241) as filed with the Securities and Exchange @@sion (the “Commission”) on
July 9, 2007 under the Securities Act; (i) Amendinio. 1 to the Company’s Registration Statemenftam S-4 being filed with the
Commission on the date hereof (such RegistratiateBtent, as so amended, being hereinafter refer@sithe “Registration Statement”);
(iii) the Tender Offer Statement on Schedule Tdilad by the Company and EMC with the Commissionlaty 9, 2007, including the
exhibits thereto; (iv) a specimen certificate eniciag the VMware Stock; (v) the Amended and Redt&ertificate of Incorporation of the
Company, as amended to the date hereof and cyriergffect, certified by the Secretary of Stateh# State of Delaware; (vi) the Amended
and Restated Bylaws of the Company; (vii) the VMsva007 Equity and Incentive Plan (the “Plan”);ijuine forms of award agreements
under the EMC Corporation 1993 Stock Option Plaa;EMC Corporation 2003 Stock Plan; the Akimbi 8yss, Inc. 2004 Stock Incentive
Plan; the EMC Corporation 1985 Stock Option Plame;ltegato Systems, Inc. 1995 Stock Option/Stoadkalisse Plan; the EMC Corporation
2001 Stock Option Plan; the Documentum, Inc. 19§6ify Incentive Plan; the VMware, Inc. 1998 Stodar? and the Dantz Development
Corporation Amended and Restated 1997 Equity Imeeilan; and (ix) certain resolutions of the Boafdirectors of the Company relating
to the Exchange Offer, the Plan and related maff#eshave also examined originals or copies, éedtior otherwise identified to our
satisfaction, of such records of the Company awth sigreements, certificates and receipts of pulflicials, certificates of officers or other
representatives of the Company and others, andatheh documents as we have deemed necessaryropgpte as a basis for the opinion
forth below.

In our examination, we have assumed the legal dgpafcall natural persons, the genuineness ofighatures, the authenticity of all
documents submitted to us as originals, the corifgrim original documents of all documents subnditte us as facsimile, electronic, certif
or photostatic copies, and the authenticity ofdhiginals of such copies. In making our examinatbexecuted documents, we have assumed
that the parties thereto, other than the Compaay the power, corporate or other, to enter intogerbrm all obligation:
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thereunder and have also assumed the due autimmibgtall requisite action, corporate or otherq &me execution and delivery by such
parties of such documents and the validity andibmeffect thereof on such parties. As to any fatégerial to the opinion expressed herein
that we did not independently establish or verifg, have relied upon statements and representaifafficers and other representatives of
Company and others and of public officials.

In rendering the opinions set forth below, we hassumed that if issued in physical form, certibsatepresenting shares of VMware
Stock in the form examined by us will be manualgned by an authorized officer of the transfer dgem registrar for the VMware Stock
and registered by such transfer agent and registrérissued in book entry form, an appropriateaunt statement evidencing shares of
VMware Stock credited to the recipient’s accountrmaned with the Company’s transfer agent for VMeav&tock will be issued by said
transfer agent. In rendering the opinions set fbetow, we have also assumed that each agreentgngderth the terms of each grant or
award of VMware Options or VMware Restricted Stadh be consistent with the Plan and has been tirbei duly authorized and validly
executed and delivered by the parties thereto.

We do not express any opinion as to the laws ofjasdiction other than the corporate laws of 8tate of Delaware, and we do not
express any opinion as to the effect of any otlmslon the opinion stated herein.

The opinions set forth below are subject to thiofeing further qualifications, assumptions and tetions:

(a) the validity or enforcement of any agreementaistruments may be limited by applicable bankeypinsolvency,
reorganization, moratorium or other similar lawkeefing creditors’ rights generally and by gengnédhciples of equity (regardless of whether
enforceability is considered in a proceeding iniggor at law); and

(b) to the extent any opinion relates to the erdahility of the choice of New York law and choideNew York forum provisions,
our opinion is rendered in reliance upon N.Y. Gehlig. Law ss.ss. 5-1401, 5-1402 (McKinney 2001d ahY. C.P.L.R. 327(b) (McKinney
2001) and is subject to the qualification that semforceability may be limited by public policy ciderations.

Based upon and subject to the foregoing, we atkeobpinion that:

1. The issuance of VMware Restricted Stock has begnauthorized by the Company and, when the Regisn Statement
becomes effective under the Securities Act, thehBrge Offer is consummated and the VMware RestriSteck is issued and delivered in
exchange for restricted EMC common stock as conleenp by the terms of the Exchange Offer, the VMaRestricted Stock will be validly
issued, fully paid and nonassessable.

2. When the Registration Statement becomes efteatider the Securities Act, the Exchange Offeoissammated and the
VMware Options are delivered in exchange for ogtitmpurchase EMC common stock, each VMware Optitirbe a valid and binding
obligation of the Company, enforceable againsiGbespany in accordance with the terms and conditidrise Exchange Offer, the Plan and
the applicable award agreement.

We hereby consent to the filing of this opinionmihe Commission as an exhibit to the Registrafitatement. We also consent to
the reference to our firm under the caption “Lddalkters” in the Registration Statement. In givihgstconsent, we do not thereby admit that
we are included in the category of persons whossat is required under Section 7 of the Secuk@r the rules and regulations of the
Commission.

Very truly yours,



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

We hereby consent to the use in Amendment NothisdRegistration Statement on Form S-4 of our regated April 17, 2007, except
for Note A — Revision of Financial Statement Préston, as to which the date is July 5, 2007, ne¢ato the financial statements and
financial statement schedule of VMware, Inc., whagipears in such Registration Statement. We alsserd to the reference to us under the
heading “Experts” in such Registration Statement.

/sl PricewaterhouseCoopers LLP

San Jose, California
July 22, 2007



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referém@emendment No. 1 to this Registration StatentenEorm S-4 of our report dated
February 27, 2007 relating to the financial statetsiefinancial statement schedule, managementssag®nt of the effectiveness of internal
control over financial reporting and the effectiges of internal control over financial reportingedC Corporation, which appears in EMC
Corporation’s Annual Report on Form 10-K for theyended December 31, 2006.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
July 23, 2007



