EDGAR'pro

iy EDGAR Dnlire”

VMWARE, INC.

FORM 8-K

(Current report filing)

Filed 07/18/12 for the Period Ending 07/17/12

Address 3401 HILLVIEW AVENUE
PALO ALTO, CA, 94304
Telephone (650) 427-5000
CIK 0001124610
Symbol VMW
SIC Code 7372 - Services-Prepackaged Software
Industry  IT Services & Consulting
Sector Technology
Fiscal Year 01/31

Powere d By EDGA;Rbn]ine

http://www.edgar-online.com
© Copyright 2019, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities¥€hange Act of 1934

Date of Report (Date of earliest event reported): uly 17, 2012

VMware, Inc.

(Exact name of registrant as specified in its chaetr)

Commission File Number: 001-33622

Delaware 94-3292913

(State or other jurisdiction of incorporation) (IRS Employer Identification No.)

3401 Hillview Avenue, Palo Alto, CA 94304

(Address of principal executive offices, includingip code)

(650) 427-5000

(Registrant’s telephone number, including area code

(Former name or former address, if changed since & report)

Check the appropriate box below if the Form 8-alis intended to simultaneously satisfy the {liobligation of the registrant under any of
the following provisions:

O  Written communications pursuant to Rule 425 unHerSecurities Act (17 CFR 230.4z
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))
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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

On July 17, 2012, VMware, Inc. (“VMware”) announdbet Patrick Gelsinger will succeed Paul Marita/ddware’s Chief Executive
Officer, effective September 1, 2012. On Septenih@012, Mr. Gelsinger will also join VMware's Bakof Directors as a Class II, Group |
director. Mr. Maritz will continue his service asreember of VMware’s Board of Directors. Following ldeparture as Chief Executive
Officer, Mr. Maritz will serve in a technology stegist role at EMC Corporation (“‘EMC”), VMware’s it company and controlling
stockholder.

Mr. Gelsinger, age 51, has served with EMC as Beasiand Chief Operating Officer, EMC Informatianirastructure Products since
September 2009. Mr. Gelsinger joined EMC from li@etporation, a designer and manufacturer of adecintegrated digital technology
platforms, where he was Senior Vice President am@€neral Manager of Intel Corporation’s Digitalt&nprise Group from 2005 to
September 2009 and served as Intel’s Senior Viesidkent, Chief Technology Officer from 2001 to 20B&or to this, Mr. Gelsinger led
Intel's Desktop Products Group.

Information regarding transactions with relatedspes involving EMC pursuant to Item 404(a) of Regjoh S-K is incorporated by
reference herein from pages 48 to 56 of VMware’s2Broxy Statement on Schedule 14A relating t@0%2 Annual Meeting of
Stockholders, filed with the Securities and Exclea@g®mmission on April 19, 2012 under the captiorafiBactions with Related Persons”
and is attached as an exhibit hereto.

The information called for in Item 5.02(c)(3) andrh 5.02(d)(3) of Form 8-K with respect to Mr. Ge¢ger has not been determined at
the time of this filing. VMware will file an amendint to this Form 8-K containing such informationemtthe information is available.

Item 9.01  Financial Statements and Exhibits.
(d) Exhibits

99.1 Excerpt from VMware’s 2012 Proxy Statement on Sciteed4A relating to the 2012 Annual Meeting of $toalders,
filed with the Securities and Exchange Commissiopril 19, 2012 (pages 48 to 56 “Transactions Vidtiated
Person™)



SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly caussdéport to be signed on its behalf
by the undersigned hereunto duly authorized.

VMware, Inc.

Date July 17, 2012 By: /s/ S. Dawn Smitl
S. Dawn Smitt

Senior Vice President, General Counsel, Chief C@anpé
Officer and Secretar




Exhibit 99.1
TRANSACTIONS WITH RELATED PERSONS

Our Relationship with EMC Corporation

Prior to our IPO in August 2007, we operated asally-owned subsidiary of EMC. EMC continues todue majority stockholder and
we are considered a “controlled company” undeNN&E Rules. EMC has the power, acting alone, to@mpany action requiring a vote of
the majority of our voting shares and to elecball directors. In addition, until the first date which EMC or its successor-in-interest ceases
to beneficially own 20% or more of the outstandahgres of our common stock, the prior affirmatiegevor written consent of EMC as the
holder of our Class B common stock or its successarterest will be required for us to authorizawmber of significant actions.

As described ifOur Board of Directors and Nomineestivo members of our Board of Directors are executiffieers of EMC. The
Chairman of our Board, Joseph Tucci, is the ChairrRaesident and Chief Executive Officer of EMC @walid Goulden is the Executive
Vice President and Chief Financial Officer of EMC.

Overview

We operated as a wholly owned subsidiary of EM@fdanuary 2004 to August 17, 2007, the closing dateir IPO. In April 2007,
we declared an $800 million dividend to EMC in fbhem of a note payable. The note had an initialurigt date in April 2012 and bears an
interest rate of the 90-day LIBOR plus 55 basif#0({0.92% as of December 31, 2011), with intgpagable quarterly in arrears,
commencing June 30, 2007. The interest rate ondbtepayable resets quarterly, two business dagstprthe first day of each fiscal quarter.
We may repay the note, without penalty, at any timéugust 2007, we used a portion of the net peds from our IPO of Class A common
stock to repay to EMC $350 million of this note phie. In June 2011, we and EMC amended the na@rtémd the maturity date to April 16,
2015. We also restated the principal amount, wis&450 million, to the amount currently outstargdiBuring 2011, we recorded $3.9
million of interest expense related to the noteun financial statement



Subsequent to our IPO, we continue to be a majoritged and controlled subsidiary of EMC, our resolt operations and financial
position are consolidated with EMC'’s financial etaents, we continue to receive various adminisgaervices from EMC, we have entered
into agreements regarding EMC'’s and our intelldgtwaperty and real estate, we and EMC sell goodissarvices as vendors to one another,
EMC resells our products to third party customerd we and EMC resell each other’s services to théndy customers. Additionally, in
geographic areas where we have not establisheowousubsidiaries, we contract with EMC subsidiaftessupport services and EMC
employees who are managed by our personnel. Asideddurther below, our relationship with EMC indes the following aspects:

» EMC is our controlling stockholder and, as sucls, ¢ertain rights under our charter docume

» A master transaction agreement entered into witlCEMconjunction with our IPO, together with anailf agreements, governs
many aspects of our p-IPO business relationship with EM

* We contract for certain services from EMC subsidi&im geographic regions where we do not havd kg#ies establishe«
» We transact ongoing business with EMC pursuanéttam ordinary course agreemet

* From time to time we engage in transactions with@Eld effect the sale or transfer of business assetsve have also invested
alongside EMC in certain joint venture

As reported in our 2011 Annual Report on Form 16kd with the SEC on February 24, 2012, we and E&hGaged in the following
transactions during 2011:

* In April 2011, we acquired certain assets relatmgMC'’s Mozy cloudbased data storage and data services, includitagjceiate
center assets and a license to certain intellepragerty, for approximately $8.0 million. We alsotered into an operational
support agreement with EMC pursuant to which wé& tmeer responsibility to operate the Mozy servioebehalf of EMC (the
“Mozy Support Agreement”). We hired more than 3002yl employees and, pursuant to the support agreeousis incurred by
us to support EMC’s Mozy services, plus a markatprided to approximate third-party costs, are raisdd by EMC. On the
consolidated statements of income, such amounts agproximately $39.0 million in 2011, includingrarkup of $2.8 million,
and were recorded as a reduction to the costs euerad. EMC retained ownership of the Mozy busiressits remaining assets.
EMC continues to be responsible to Mozy customardffozy products and services, and continues togm®ize revenue from su
products and service

* During 2011, we paid $14.4 million of contingent@mts to EMC to complete all contingent paymenss thmained outstanding
pursuant to our April 2010 acquisition of certagftware product technology and expertise from E's lonix IT managemen

» During 2011, we incurred expenses of $82.6 milfiancosts incurred by EMC for our direct benefiick as rent, salaries and
benefits. These costs include an estimatec s-length marl-up.

* We paid income taxes to EMC of $12.1 million for gartion of EMC'’s consolidated federal income & gursuant to our tax
sharing agreement with EMC, described further beldnder the same tax sharing agreement, EMC pa&814.5 million in 201
relating to periods where we had a stand-aloner&tixable loss. The difference between incomedapalculated on a separate
return basis and income taxes calculated within E&MGnsolidated, combined and unitary returns ésented as a component of
our stockholders’ equity. The amount presented@smponent of our stockholders’ equity from the sharing arrangement was
recorded as an increase in stockholders’ equi7a million . Additionally, as of December 31, 20 Mware had $3.3 million
of net income taxes payable due to EN

*  We recognized professional service revenue of $&@lbn for services that we provided to EMC cusgrs.
» We recognized revenue from server and desktop ptedund services purchased by EMC for its intemsal of $3.2 million
* We purchased $24.3 million of storage systems aftd/are and consulting services from EN

» Pursuant to a reseller arrangement with EMC, EM@dbes our products and services with EMC'’s hardveaek sells them to end
users. In 2011, we recognized revenues of $72lbmirom products and services sold pursuant toreseller arrangement with
EMC.



e Cash proceeds from the exercise of EMC options beeldMware employees paid to EMC were $12.2 milli

» In the first quarter of 2011, we loaned $6.5 miilio our joint venture with EMC and Cisco by meaha convertible promissory
note. We have a minority ownership interest injthet venture. In 2012, we amended the note torektes maturity to the first
quarter of 2013. For more information, ¢ Investment in Joint Venture with EMC and C* below.

EMC as our Controlling Stockholder

As of the close of business on the Record Date, BM@ed approximately 79.19% of our common stoclpfaximately 30.03% of our
Class A common stock and 100 % of our Class B comshack) and controlled approximately 97.16% ofdhebined voting power of our
common stock. For as long as EMC or its successontérest continues to control more than 50% efdbmbined voting power of our
common stock, EMC or its successor-in-interest ballable to direct the election of all the memlzérsur Board of Directors and exercise
control over our business and affairs, including daterminations with respect to mergers or othsiiess combinations involving us, the
acquisition or disposition of assets, the incuresotindebtedness, the issuance of any additimmahton stock or other equity securities, and
the payment of dividends with respect to our comstogk. Similarly, EMC or its successor-in-intered@t have the power to determine
matters submitted to a vote of our stockholderdavit the consent of our other stockholders, willehthe power to prevent a change in
control of us and will have the power to take othetions that might be favorable to EMC or its ®ssor-in-interest.

Certain of EMC's rights as our majority stockhol@eise from being the sole holder of our Class Bicmn stock, which has certain
voting rights greater than the voting rights of @liass A common stock. Holders of our Class B comstock are entitled to ten votes per
share of Class B common stock on all matters eXoephe election of our Group Il directors, in whicase they are entitled to one vote per
share, whereas holders of our Class A common steekntitled to one vote per share of Class A comstock in all cases. The holders of
Class B common stock, voting separately as a daesntitled to elect 80% of the total numberioéators on our Board of Directors that we
would have if there were no vacancies on our Bo#fdirectors at the time. These are our Groupéctors. The holders of Class A common
stock and the holders of Class B common stockngdtigether as a single class, are entitled td elecremaining directors, which at no time
will be less than one director—our Group Il dirg¢sd. Accordingly, the holders of our Class B conmstock currently are entitled to elect 7
of our 8 directors. If EMC transfers shares of 6lass B common stock to any party other than aesswe-in-interest or a subsidiary of EMC
(other than in a distribution to its stockholdensler Section 355 of the Code, or in transfers falhg such a distribution), those shares will
automatically convert into Class A common stock: $@long as EMC or its successor-in-interest Heiadlfy owns shares of our common
stock representing at least a majority of the vet#t#tled to be cast by the holders of outstandisting stock, EMC will be able to elect all of
the members of our Board of Directors.

Our certificate of incorporation also contains psins that require that as long as EMC benefigiatns at least 20% or more of the
outstanding shares of our common stock, the pfforrative vote or written consent of EMC (or itsczessor-in-interest) as the holder of the
Class B common stock is required (subject in easie ¢o certain exceptions) in order to authorizious

» 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 our sudnsédi or pursuant to our employee benefit pl
» establish the aggregate annual amount of sharesayassue in equity awarc

» dissolve, liquidate or wind us u

» declare dividends on our stoc

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

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



Beneficial ownership of at least 80% of the totaing power and value of our outstanding commonlste required in order for EMC
to continue to include us in its consolidated gréupfederal income tax purposes (the “Consolid&@edup”), and beneficial ownership of at
least 80% of the total voting power is requireaider for EMC to effect a tax-free spin-off of usaertain other tax-free transactions. We
have been included in EMC'’s consolidated grougf@. federal income tax purposes. We have agreddahso long as EMC or its
successor-in-interest continues to own greater §i0d6 of the voting control of our outstanding conmstock, we will not knowingly take or
fail to take any action that could reasonably hageexed to preclude EMC's or its successor-in-irseseability to undertake a tax-free spff:

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 incogpion contains provisions regulating and defining 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 businebdgtaes and lines of business, may
have an interest in the same areas of corporaterymities and will continue to have contractuad dusiness relations with each other. It is
also contemplated that officers and directors oftEiMay also serve as officers and directors of VMaand vice versa.

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 activididmes 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 oppitytto 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 amggte opportunity and will not be liable to
us or our stockholders for breach of any fiduciduyy as our stockholder by reason of the fact BMC 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 whiy be properly pursued by us pursuant to thedhions related to our technology and
product development and marketing activities, artificate 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
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 manoensistent 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 offiedro is also an EMC officer, VMware will be entifléo pursue such
opportunity only when expressly offered to suchvitiial 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 offeraddandividual solely in his or her capacity asEMC director; anc

» where one of our officers or directors, who alswas 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@aie opportunity for itsel



The foregoing limitation of liability provisions @amot intended to be an allocation of corporateoopities between us and EMC. For
purposes of our certificate of incorporation, “oorgte opportunities” are limited to business opyities permitted by the provisions related
to our technology and product development and ntizdk@ctivities and, subject to this limitationcinde business opportunities which we
financially able to undertake, which are, from thwture, in our line of business, are of practamhlantage to us and are ones in which we
have an interest or a reasonable expectancy, amtigh, by embracing the opportunities, the setéiast of EMC or its officers or directors
will be brought into conflict with our self-interes

The corporate opportunity provisions in our cectfie 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 directwfrEMC or its successor-in-interest. The vote deast 80% of the votes entitled to be cast are
required to amend, alter, change or repeal theg®aie opportunity provisions.

Master Transaction Agreement and Ancillary Agreements

At the time of our IPO, we and EMC entered inta@ieragreements governing various interim and amgoglationships between us.
These agreements include:

* amaster transaction agreeme

e an administrative services agreem
» atax sharing agreeme

e aninsurance matters agreemt

» an employee benefits agreems

* an intellectual property agreement; ¢
+ real estate agreemen

The agreements summarized below were filed as eghibdthe registration statement relating to ®®1 You are encouraged to read
full text of these material agreements. We entérexlthese agreements with EMC in the context afrelationship with EMC as our parent
and controlling stockholder. The prices and otbems of these agreements were designed to be msigth the requirements of
Section 482 of the Code and related U.S. TreasaguRtions with respect to transactions betweetadlparties.

Master Transaction Agreement

The master transaction agreement contains keyoma relating to our ongoing relationship with EM@hless otherwise required by
the specific provisions of the agreement, the mastasaction agreement will terminate on a daaé ithfive years after the first date on wr
EMC ceases to own shares representing at leaso204 common stock. The provisions of the mastergaction agreement related to our
cooperation with EMC in connection with futuredgition will survive seven years after the termimatf the agreement, and provisions
related to confidential information and indemnifioa by us and EMC will survive indefinitely.

Registration Rights Pursuant to the master transaction agreemettite aequest of EMC, we will use our reasonable g#stts to
register shares of our common stock that are heddilosequently acquired by EMC for public sale uride 1933 Securities Act, as amended
(the “Securities Act”). EMC may request up to tvegistrations in any calendar year. We also proElEC with “piggy-back” rights to
include its shares in future registrations by uswfsecurities under the Securities Act. Theriéimit on the number of these “piggy-back”
registrations in which EMC may request its shae@mbluded.

EMC may not transfer its registration rights ottiean to an affiliate. EMQ registration rights will terminate on the eartiéthe date o
which EMC has sold or transferred all of its shafesur common stock deemed “restricted securit@@siur common stock held by EMC
may be sold without restriction pursuant to Ruld dfithe Securities Ac



We have agreed to cooperate in these registratiotselated offerings. All expenses payable in egtian with such registrations will
be paid by us, including the fees and expensea®fian of legal counsel chosen by EMC, except BEMC will pay all its own internal
administrative costs and underwriting discounts emmmissions applicable to the sale of its shafesiocommon stock.

Future Distributions Additionally, we have agreed to cooperate, atexyrense, with EMC to accomplish a distributiorBWC of our
common stock, and we have agreed to promptly takeaad all actions necessary or desirable to effiegtsuch distribution. EMC will
determine, in its sole discretion, whether suckrithistion shall occur, the date of the distributenmd the form, structure, and all other terms of
any transaction to effect the distribution. A disfition may not occur at all. At any time priordcompletion 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.

Anti-Dilution Option. Pursuant to the master transaction agreementawe granted EMC a continuing right to purchaseftus shares
of Class A common stock and Class B common stoékiatarket value as determined in accordance thighagreement in order to maintain
EMC's respective percentage ownership interestaiinClass A common stock and Class B common stltdufing our IPO. This option
may not be exercised by EMC in connection with syance by us of any shares pursuant to any efatakn or other executive or employee
compensation plan, except where such issuance waulsk EMC'’s percentage ownership of common stwé&kltbelow 80.1%.

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 those set forth above as requiring approvekuwour certificate of incorporation.

Indemnification. The master transaction agreement provides faséndemnities that generally will place the finanagiesponsibility or
us and our subsidiaries for all liabilities asstamiawith 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. Meester transaction agreement also contains indieation provisions under which we and
EMC each indemnify the other with respect to bresabf the master transaction agreement or anycongrany agreement.

In addition to the general indemnification obligais described above relating to the current artdrital VMware and EMC businesses
and operations, we and EMC have agreed to crogsgrinily each other against liabilities arising framy misstatements or omissions in one
another’s SEC filings and from information eachlusfprovides to the other specifically for inclusiarthe other party’s annual or quarterly
reports, but only to the extent that the informagi@rtains to the party providing the informatiaritse business or to the extent the party filing
the SEC report provides the party supplying therimiation with prior written notice that the infortian will be included in its annual or
quarterly reports and the liability does not reédin the action or inaction of the party filingetheport.

Accounting Matters; Legal PoliciedJnder the master transaction agreement, we agoaggk our reasonable best efforts to use the
same independent auditors selected by EMC and ittaimathe same fiscal year as EMC until such tas€EMC is no longer required to
consolidate our results of operations and finarqmisition (determined in accordance with GAAP cstasitly applied). We also agreed to use
our reasonable best efforts to complete our auditprovide EMC with all financial and other infortitan on a timely basis such that EMC
may meet its deadlines for its filing annual andrerly financial 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 EMip@s and directives identified by EMC as crititallegal and regulatory compliance and
to not adopt legal or regulatory policies or dirge$ inconsistent with the policies identified bME.

Administrative Services Agreement

Under the administrative services agreement, EME pnavide us with services and resources, includliixg accounting, treasury, legal
and human resources services. For such time aglthmistrative services agreement is in effect, EAW@ VMware may agree on additional
services to be included in the administrative smwiagreement. EMC is to provide us with servicés substantially the same degree of skill
and care as such services are performed within BMEwill pay fees to EMC for the services renddraded on the number and total cost of
the EMC employees required to provide serviceasamay otherwise be agre:



The initial term of the administrative servicesegment expired on September 30, 2007 and extenoisatically for additional three-
month terms unless terminated by one of the paiiEshave the right to terminate any of the sesvfm®vided by EMC under the
administrative services agreement at any time @g@oday prior written notice of termination to EMC.

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. As of December 21011, we provide most of the servi
subject to the Administrative Services Agreemenbiarselves. However, the agreement has not besinted and remains in effect.

Tax Sharing Agreement

We have been included in the Consolidated Groupedisas in certain consolidated, combined or ugigmoups that include EMC
and/or certain of its subsidiaries (a “Combined @9 for state and local income tax purposes. Werexd into a new tax sharing agreement
that became effective upon consummation of our IP@suant to the tax sharing agreement, we and géf@rally will make payments to
each other such that, with respect to tax retwnaiiy taxable period in which we or any of oursdiaries are included in the Consolidated
Group or any Combined Group, the amount of taxdmtpaid by us is determined, subject to certajustichents, as if we and our subsidial
included in the Consolidated Group or Combined @rfiled our own consolidated, combined or unitaxy teturn. EMC prepares pro forma
tax returns for us with respect to any tax retiledfwith respect to the Consolidated Group or @oynbined Group in order to determine the
amount of tax sharing payments under the tax shagneement. We are responsible for any taxesregpect to tax returns that include only
us and our subsidiaries. During the first quarfe2a11, we amended the tax sharing agreement tod@dhat intercompany payments due to
one another under the tax sharing agreement waeutddde on a quarterly, rather than annual, basis.

EMC is primarily responsible for controlling andntesting any audit or other tax proceeding witlpees to the Consolidated Group or
any Combined Group. Disputes arising between tiegarelating to matters covered by the tax slggaigreement are subject to resolution
through specific dispute resolution provisions.

We are included in the Consolidated Group for mixim which EMC owned at least 80% of the totaingpower and value of our
outstanding stock. EMC, during any part of a coidstéd return year, is liable for the tax on thasmidated return of such year, except for
such taxes related to (i) our separate tax lighdlitd (ii) our business and operations, of such sed for any subsequently determined
deficiency thereon. Similarly, in some jurisdictipreach member of a consolidated, combined ormyrgt@up for state, local or foreign
income tax purposes is jointly and severally lidblethe state, local or foreign income tax lialjilof each other member of the consolidated,
combined or unitary group. Accordingly, althougk tax sharing agreement allocates tax liabilitetsveen us and EMC, for any period in
which we were included in the Consolidated Group @ombined Group, we could be liable in the etleat any income tax liability was
incurred, but not discharged, by any other membéreConsolidated Group or a Combined Group.

Our and EMC's respective rights, responsibilitiad abligations with respect to any possible spinebbur stock to EMC stockholders
are set forth in the tax sharing agreement. If BEMV&Ze to decide to pursue a possible spin-off, wetegreed to cooperate with EMC and to
take any and all actions reasonably requested b§ EMonnection with such a transaction. We hase afjreed not to knowingly take or fail
to take any actions that could reasonably be eggdot preclude EMC'’s ability to undertake a taxefspin-off. In the event EMC completes a
spin-off, we have agreed not to take certain astisaoch as asset sales or contributions, merdeck issuances or stock sales within the two
years following the sp-off without first obtaining the opinion of tax cosel or an Internal Revenue Service ruling to ffecethat such
actions will not result in the spin-off failing tualify as a tax-free spin-off. In addition, we geally would be responsible for, among other
things, any taxes resulting from the failure opasoff to qualify as a tax-free transaction to theéent such taxes are attributable to, or result
from, any action or failure to act by us or certeiansactions involving us following a spin-off aagbercentage of such taxes to the extent
such taxes are not attributable to, or do not tésarh, any action or failure to act by either usEd/C.

Insurance Matters Agreement

We also entered into an insurance matters agreamgmEMC in conjunction with our IPO. Pursuantthe insurance matters
agreement, EMC maintains insurance policies cogednd for the benefit of, us and our directorficefs and employees. The insurance
policies maintained by EMC under the insurance ensithgreement are comparable to those maintainEd/i6y and covering us prior to our
IPO. Except to the extent that EMC allocates aiponf its insurance cos



to us, we must reimburse EMC, as the case maybgrémium expenses, deductibles or retention atspand all other costs and expenses
that EMC may incur in connection with the insuranogerage EMC maintains for us. We are respon$inlany action against VMware in
connection with EMC’s maintenance of insurance cage for us, including as a result of the leves@spe of any insurance, the
creditworthiness of any insurance carrier, the seamd conditions of any policy, or the adequacinoeliness of any notice to an insurance
carrier in connection with a claim or potentialimieor otherwise, during the term of the insuranagters agreement, except to the extent that
such action arises out of or is related to thedirdyy EMC of the insurance matters agreement oralaged insurance policies, or the gross
negligence, bad faith or willful misconduct of EMi€connection with the insurance matters agreeroetite related insurance policies.

The term of the insurance matters agreement wilire>on a date which is 45 days after the date wginh EMC owns shares of our
common stock representing less than a majorith@f/btes entitled to be cast by all holders ofaammon stock. We may also unilaterally
terminate this agreement upon convenience butegpgned to have replacement insurance in pladeedirne we choose to do so.

Employee Benefits Agreement

We have also entered into an employee benefiteawet with EMC. The employee benefits agreemeataies liabilities and
responsibilities relating to employee compensadiod benefit plans and programs and other relatéttraaincluding the treatment of
outstanding EMC equity awards which may be heldlnyemployees and the allocation of certain retmenplan assets and liabilities and the
ownership of work product developed for our benefit

VMware employees who continued to hold EMC stockaays following our IPO continue to have their axig grants governed under
EMC's stock plans. Additionally, when employeessfer from EMC to VMware with outstanding EMC optfand restricted stock awards
at the date of transfer, the employees retain #&C grants which continue to be governed undeE&M€ stock plan and vest during the
employment at VMware. As of December 31, 2011, lstutions for 3.628 million shares of EMC stock ydfich 2.093 million were
exercisable) and unvested restricted stock andatest stock unit awards for 534,348 shares of B3#tick were held by VMware employees.

Intellectual Property Agreement

The terms of the intellectual property agreemenmnfdize the relationship between us and EMC witlpeet to our use of certain EMC
source code and associated intellectual propeaghisi as well as EMC's use of certain VMware sowage and associated intellectual
property rights.

Under the terms of the intellectual property agreethwe and EMC fully release one another fromnegaiesulting from any acts of
infringement that might have occurred prior to tlage our IPO was completed. Going forward, EMC pithvide to us license rights under
certain source code and associated intellectu@leptp rights to design, develop, distribute, senand support our existing products, as well
as any updates, upgrades and future versions & fhimducts, and the implementation of interopétalbetween future VMware products
and EMC products. These rights exclude our alitityse EMC'’s intellectual property to create certgpes of products.

We, in turn, will provide to EMC license rights werctertain source code and associated intelleptoglerty rights to design, develop,
distribute, service and support EMC's existing pratd, any updates, upgrades and future versiotioseé products, as well as EMC's future
products. These rights exclude the ability of EM@ise our intellectual property to create certgoes of products. The scope of the patent
rights we provide to EMC and the scope of produdts which EMC may use our intellectual propertyhis will be initially narrowed at su
time as EMC no longer owns 50% of our common staokl, 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 maxed if there is a change in 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 vilendemnify EMC for any losses
arising out of any use by us of the intellectualgarty rights EMC provides to us under the intéliatproperty agreement.

Real Estate Agreements

We entered into a real estate license agreememtBitC in conjunction with our IPO. The real estitense agreement governs the
terms under which we may use the space we shateyidrcontinue to share, with EMC at certain prdjees that EMC currently leases. The
real estate license agreement did not materiabiyngh other arrangements we have with EMC relatstidced space or the amounts we are
charged for use of such spa



Support from EMC Subsidiaries in Certain Geographic Regions

Prior to our IPO, we had entered into several agesds with EMC with respect to international mairkgt call center support, and
research and development services. EMC has countitaugrovide these services to us following our iRPsuant to these agreements and
similar subsequent arrangements. In certain cirtaimess where we do not have an established letigl, &EMC employees managed by our
personnel have provided services on our behalf.

We have entered into various geographically-speaifarketing services agreements and other arranmgeméh certain of EMC'’s
subsidiaries. During 2011, these agreements aadg@ments involved the following countries: ArgeatiBelgium, Brazil, Chile, Columbia,
Croatia, the Czech Republic, Dubai, Egypt, Finlatdngary, Indonesia, Kazakhstan, Luxembourg, Madgydexico, New Zealand, Norwa
Philippines, Poland, Portugal, Russia, Saudi Arab@auth Africa, South Korea, Taiwan, Thailand, Teyland Ukraine. The terms of these
agreements are substantially similar and under agofements, the local EMC subsidiaries have adreprbvide us, upon our request, with
services that include promoting our products, dapielg our customer base, and acting as a liaiseertain customers. Under the provisions
of the agreements, we are charged by such EMCdialiss in performing services under these agreessnBMC subsidiaries provided these
services to us on similar terms before such timeaentered into written agreements. The agreenagatsffective until terminated by either
party upon 30 day written notice.

Support to EMC for Operation of Mozy Business

Pursuant to the Mozy Support Agreement, in April2@ve took over responsibility to operate the Meewice on behalf of EMC. We
hired more than 300 Mozy employees. Costs incusgeds to support EMC’s Mozy services, plus a markntended to approximate third-
party costs, are reimbursed by EMC. On the conatditistatements of income, such amounts were apmpately $39.0 million in 2011.

Ongoing and Ordinary Course of Business Agreements

In 2011, we entered into various software licensind support agreements with EMC covering the @mselof approximately $5.94
million in VMware products and services by EMC frinternal use. Additionally, during 2011, purstito reseller arrangements between
VMware and EMC, EMC entered into agreements wittdtparty customers for their purchase of VMwareducts and professional services
with an aggregate value of approximately $195.8ionil

We also entered into various licensing, technolagg marketing partnering agreements with EMC du2idgl relating primarily to
furthering the interoperability of our respectieehnologies. These agreements provided for deploiyofeahe internal resources of both
companies with an estimated value in excess of33®illion.

Investment in Joint Venture with EMC and Cisco

During 2011, we issued a $6.5 million loan to VCE (formerly Acadia Enterprises, LLC), a joint vare between EMC and Cisco
formed in 2009 in which we have a minority inter@3te loan was in the form of a convertible promigaote that was part of a larger
financing transaction lead by EMC and Cisco armbizvertible into equity of VCE under certain circstances. In the first quarter of 2012,
we amended certain terms of the convertible prasnyssote with VCE, including an amendment that ede the maturity date under such
note by 12 months. EMC and Cisco are the lead tove# VCE, which is focused on accelerating coipbuild-outs of information
technology infrastructures through to-end enablement of service providers and large rigercustomer



