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ITEM 1. FINANCIAL STATEMENTS

PART |
FINANCIAL INFORMATION

VMware, Inc.

(unaudited)

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(amounts in millions, except per share amounts, anshares in thousands)

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013

Revenues:

License $ 63¢ 564 1814 % 1,58

Services 87¢€ 72t 2,51¢ 2,141
Total revenues 1,51¢ 1,28¢ 4,33: 3,72¢
Operating expenses (1):

Cost of license revenues 46 51 14z 162

Cost of services revenues 19€ 13z 51¢ 37t

Research and development 327 26¢€ 93¢ 797

Sales and marketing 52¢ 44¢ 1,55(C 1,30¢

General and administrative 16¢ 10z 49¢ 29¢

Realignment charges 6 1 4 64
Operating income 242 287 688 71¢
Investment income 11 7 28 21
Interest expense with EMC @) @ (18) 3
Other income (expense), net 2 15 2 29
Income before income taxes 244 30¢ 691 76€
Income tax provision 50 47 131 87
Net income $ 194 261 56C $ 67¢
Net income per weighted-average share, basic fsCA
and Class B $ 0.4t 0.61 13C $ 1.5¢
Net income per weighteaverage share, diluted for Class A and C
B $ 0.4t 0.6C 12¢ % 1.57
Weighted-average shares, basic for Class A ands®as 430,46: 429,70¢ 430,40¢ 428,69(
Weighted-average shares, diluted for Class A and<CB 434,11¢ 433,18: 434,65t 432,91t
(1) Includes stock-based compensation as follows:

Cost of license revenues $ 1 1 2 3 2

Cost of services revenues 11 7 31 21

Research and development 61 52 187 16&

Sales and marketing 43 37 12¢ 10€

General and administrative 17 16 51 42

Realignment charges — — — 6

The accompanying notes are an integral part ofdmelensed consolidated financial statements.
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VMware, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)
(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Net income $ 194 $ 261 $ 56C $ 67¢

Other comprehensive income:
Changes in market value of available-for-sale sgear
Unrealized gains (losses), net of taxes of $(2)$%3and

$(2) (©) 5 2 (©)

Reclassification of (gains) realized during thei@ernet

of taxes of $(1), $0, $(2) and $(1) Q) — 2 2)
Net change in market value of available-for-satluséies (4) 5 — (4)

Changes in market value of effective foreign cucgen
forward exchange contracts:

Unrealized (losses), net of $0 taxes for all pesiod (3 (@D} 3 Q)
Reclassification of (gains) losses realized dutire
period, net of $0 taxes for all periods D 1 — —
Net change in market value of effective foreignrency
forward exchange contracts (4) — 3 1)
Total other comprehensive income (loss) 8 5 3 5)
Total comprehensive income, net of taxes $ 18¢  $ 266 $ 557 % 674

The accompanying notes are an integral part ofdinelensed consolidated financial statements.
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VMware, Inc.

CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in millions, except per share amounts, anshares in thousands)

(unaudited)
September 30, December 31,
2014 2013
ASSETS
Current assets:
Cash and cash equivalents $ 2,29: $ 2,30t
Short-term investments 4,801 3,87(
Accounts receivable, net of allowance for doubtfetounts of $2 957 1,22(
Deferred tax assets 23z 19C
Other current assets 24¢ 9€
Total current assets 8,53: 7,681
Property and equipment, net 96¢ 84t
Other assets, net 15t 107
Deferred tax assets 15€ 6C
Intangible assets, net 772 607
Goodwill 3,93t 3,027
Total assets $ 1451¢ $ 12,32}
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 15C % 10¢
Accrued expenses and other 77¢ 60¢
Due to related parties, net 17 18
Unearned revenues 2,72¢ 2,55¢
Total current liabilities 3,671 3,29:
Notes payable to EMC 1,50(C 45(
Unearned revenues 1,65( 1,53¢
Other liabilities 262 234
Total liabilities 7,08: 5,511
Contingencies (see Note )
Stockholders’ equity:
Class A common stock, par value $.01; authoriz88®000 shares; issued and outstanding
131,103 and 130,349 shares 1 1
Class B convertible common stock, par value $.0fhaized 1,000,000 shares; issued and
outstanding 300,000 shares 3 3
Additional paid-in capital 3,55: 3,49¢
Accumulated other comprehensive income 1 4
Retained earnings 3,87: 3,312
Total VMware, Inc.'s stockholders’ equity 7,43( 6,81¢
Non-controlling interests $ 6 $ —
Total stockholders' equity $ 7,43t $ 6,81¢
Total liabilities and stockholders’ equity $ 1451¢ $ 12,327

The accompanying notes are an integral part ofdmelensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities:

Net income

Adjustments to reconcile net income to net cashigeal by operating activities:

Depreciation and amortization
Stock-based compensation
Excess tax benefits from stock-based compensation
Deferred income taxes, net
Non-cash realignment charges
Gain on disposition of certain lines of business ather, net
Other
Changes in assets and liablilities, net of acqaissti
Accounts receivable
Other assets
Due to/from related parties, net
Accounts payable
Accrued expenses
Income taxes receivable from EMC
Income taxes payable
Unearned revenues
Net cash provided by operating activities
Investing activities:
Additions to property and equipment
Purchases of available-for-sale securities
Sales of available-for-sale securities
Maturities of available-for-sale securities
Proceeds from disposition of certain lines of besm
Purchase of strategic investments
Business acquisitions, net of cash acquired
Increase in restricted cash
Other investing
Net cash used in investing activities
Financing activities:
Proceeds from issuance of common stock
Proceeds from issuance of notes payable to EMC
Repayment of note payable to EMC
Reduction in capital from EMC
Proceeds from non-controlling interests
Repurchase of common stock
Excess tax benefits from stock-based compensation
Shares repurchased for tax withholdings on vestfrrgstricted stock
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of the gherio
Cash and cash equivalents at end of the period

Non-cash items:

Nhanmnan in aanital AdAdtiAne AanaviiAaAd had nAd

VMware, Inc.
(in millions)
(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

$ 194 % 261 56C $ 67¢
91 82 25t 261
13:< 113 39¢ 332
) (12 (39 (60
(36) 32 (115) 41
— — — 18
— 12 — (32)
— 4 — 3
163 152 29¢ 36(
(27) 4 (70) (72)
57 49 25 84
4¢ @) 41 1€
(60 (69 4 (99
— — — 15
65 @) 17¢ @)
(15) 37 237 30C
60¢€ 637 1,76¢ 1,84¢
(100) (94) (254 (247)
(999) (579 (2,979 (2,229
61C 258 1,551 1,07z
162 227 48¢ 597
— 6 — 37
@ ) (41 ()
(44 — (1,117 (184
— @ (76) (©)
— — (19 @)
379 (189) (2,439 (962)
58 70 15€ 18¢
— — 1,50(C —
— — (450) =
— — (24) —
7 — 7 —
(43) (9C) (450) (392)
8 12 34 6C
27 17 (119 (84)
4 (29 65€ (231)
23¢ 427 (12) 654
2,05« 1,84( 2,30t 1,60¢
$ 229 % 2,262 2,29 $ 2,26:




Changes in tax withholdings on vesting of restdatock, accrued but not paid 3 %) 4
Fair value of stock options assumed in acquisition 1 — 25

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

A. Overview and Basis of Presentation
Company and Background

VMware, Inc. (“VMware” or the “Company”) is the ldar in virtualization infrastructure solutions i#dd by organizations to help them
transform the way they build, deliver and consunferimation technology (“IT”) resources. VMware'stualization infrastructure solutions,
which include a suite of products and servicesgiesd to deliver a software-defined data centerprumdustry-standard desktop computers
and servers and support a wide range of operagstgr® and application environments, as well as oiiwg and storage infrastructures.

Accounting Principles

The financial statements and accompanying noteprapared in accordance with accounting princigkserally accepted in the United
States of America (“GAAP”).

Unaudited Interim Financial Information

These accompanying unaudited condensed consolifiatettial statements have been prepared pursodhétrules and regulations of the
Securities and Exchange Commission (the “SEC”jrtarim financial reporting. In the opinion of may@gment, these unaudited condensed
consolidated financial statements include all adjests, consisting of normal recurring adjustmemid accruals, for a fair statement of
VMware's condensed consolidated results of operatiorandial position and cash flows for the periods @nésd. Results of operations are
necessarily indicative of the results that may Xyeeeted for the full year 2014. Certain informatamd footnote disclosures typically included
in annual consolidated financial statements haes lbendensed or omitted. Accordingly, these unadditterim condensed consolidated
financial statements should be read in conjunatidh the consolidated financial statements andeédlaotes included in VMware’s 2013
Annual Report on Form 10-K.

As of September 30, 2014 , EMC Corporation ("EMB&)d approximately 79.6% of VMware’s outstandingnooon stock and 97.2% of
the combined voting power of VMware’s outstandiognenon stock, including 43 million shares of VMwar€lass A common stock and al
VMware's Class B common stock. VMware is a majentyned and controlled subsidiary of EMC, and isutts of operations and financial
position are consolidated with EMC'’s financial staents.

Management believes the assumptions underlyingghdensed consolidated financial statements asemahle. However, the amounts
recorded for VMware’s intercompany transactiondwaitMC and Pivotal Software, Inc. (“Pivotal,” preuiy known as “GoPivotal, Inc.”) may
not be considered arm’s length with an unrelatéd marty. Therefore, the financial statementsudeld herein may not necessarily reflect the
financial position, results of operations and cislvs had VMware engaged in such transactions asitlunrelated third party during all periods
presented. Accordingly, VMware’s historical finaalcinformation is not necessarily indicative of wiiae Companys financial position, resul
of operations and cash flows will be in the futifrend when VMware contracts at arm’s length witiralated third parties for the services the
Company receives from and provides to EMC and Blvot

Principles of Consolidatior

The condensed consolidated financial statementsdadhe accounts of VMware and subsidiaries inctviiMware has a controlling
financial interest. Non-controlling interests aregented as a separate component within total lsbdebdrs' equity and represent the equity and
cumulative pro-rata share of the results of openatiattributable to the non-controlling interestst earnings attributable to the non-controlling
interests are eliminated within other income (exg@@nnet in the condensed consolidated statemémsame and are not presented separately
as they were not material for the periods presemtibdntercompany transaction and account balategeeen VMware and its subsidiaries
have been eliminated in consolidation. Transactwitts EMC and Pivotal are generally settled in cahanges in the intercompany balances
with EMC and Pivotal are presented as a comporferdsh flows from operating, investing and finamgcactivities.

Use of Accounting Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities, themteg amounts of revenues and expenses duringtioeting periods, and the disclosure of
contingent liabilities at the date of the finangtdtements. Estimates are used for, but not kihidgdrade receivable valuation, marketing
rebates, useful lives assigned to fixed assetsraadgible assets, valuation of goodwill and deéidived intangibles, income taxes, stdudse(
compensation and contingencies. Actual resultsdcdiffer from those estimates.

7
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

New Accounting Pronouncemen

During May 2014, the Financial Accounting StandeéBdard (“FASB”) issued Accounting Standards UpdafsuU™) No. 2014-09,
Revenue from Contracts with Customers (Topic 606 updated revenue standard establishes prindgriescognizing revenue and develops
a common revenue standard for all industries. Ugtption, entities will be required to recognize #mount of revenue that they expect to be
entitled to for the transfer of promised goodsawies to their customers. The updated standagflastive for the Company in the first qua
of 2017 and permits the use of either the retrasgeor cumulative effect transition method. Eaatjoption is not permitted.

The Company has not selected a transition methddsacurrently evaluating the effect that the updagtandard will have on its
consolidated financial statements and related assees.

B. Business Combinations, Joint Venture, Definite-lved Intangible Assets, Net and Goodwill
Business Combination

Acquisition of CloudVolumes, Inc.

On August 20, 2014, VMware acquired all of the tartding shares of CloudVolumes, Inc. ("CloudVoluthéar approximately $45
million of cash. CloudVolumes is a provider of riahe application delivery technology that enabletesprises to deliver native application:
virtualized environments on-demand. VMware acquéabdVolumes to expand VMware's end-user compugiogip. The preliminary
purchase price primarily included $9 million of idiiable intangible assets and approximately $3lfian of goodwill that is expected to be
non-deductible for tax purposes. The impact of #itiguisition was not material to VMware's consdbdafinancial statements.

Acquisition of Airwatch LLC

On February 24, 2014, VMware acquired for caslofalthe outstanding membership units of A W.S. HaldiLLC (“AirWwatch Holding”),
the sole member and equity holder of AirWatch LLGifWatch”). Airwatch is a leader in enterprise mi@management and security
solutions. VMware acquired AirWatch to expand VMearsolutions within the enterprise mobile and ggcepace. The total preliminary
purchase price of $1,128 million included cash bfi®4 million and the fair value of assumed unwstguity attributed to pre-combination
services totaling $24 million .

Merger consideration totaling $300 million , incind $75 million being held in escrow, is payable&stain employees of AirWatch
subject to specified future employment conditiond will be recognized as expense over the requssiteice period on a straight-line basis.
Compensation expense of $41 million and $101 nnilikas recognized during the three and nine momttsd September 30, 2014 ,
respectively.

VMware assumed all of AirWatch's unvested stockaoyst and restricted stock outstanding at the cotiopl®f the acquisition with an
estimated fair value of $134 million . Of the tofair value, $24 million was allocated to the puasé price and $110 million was allocated to
future services and will be expensed over the reim@irequisite service periods on a straight-linsi®. The estimated fair value of the stock
options assumed by the Company was determined tiggnBlack-Scholes option pricing model. Pursuarthe purchase agreement,
AirWatch's outstanding stock awards were convdrierishares of VMware's common stock at the coneenatio of 0.4 .

The following table summarizes the initial preliraig allocation of the consideration to the fairuebf the assets acquired and liabilities
assumed (table in millions):

Cash $ 36
Other current assets 6C
Intangible assets 25C
Goodwill 87¢
Other acquired assets 17
Total assets acquired 1,24z
Unearned revenues (45)
Other assumed liabilities (69
Total liabilities assumed (119
Fair value of assets acquired and liabilities agslim $ 1,12¢
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

The excess of the purchase consideration oveathgdlue of net tangible and identifiable intarlgibssets acquired was recorded as
goodwill. The estimated fair value assigned tottragible assets, identifiable intangible assetd,e@msumed liabilities were based on
management's estimates and assumptions. The pratyrallocation of the purchase price was basea reliminary valuation and
assumptions and is subject to change within thehmse price allocation period. Additionally, indiréaxes, income taxes payable and deferre
taxes may continue to be subject to change asiadaliinformation is received and tax returns @melized. VMware expects to finalize the
allocation of purchase consideration as soon agipadle and no later than one year from the aggpnsdate.

Subsequent adjustments made to the initial preiimllocation of the consideration primarily relab deferred taxes and the liability for
employer related taxes. As a result, goodwill deseel $4 million in connection with these adjustraent

Management expects that the majority of goodwitl atentifiable intangible assets will be deductifdeU.S. income tax purposes.

The following table summarizes the components efidlentifiable intangible assets acquired and thstimated useful lives by VMware in
conjunction with the acquisitions of AirWatch (anmésiin table in millions):

Weighted-Average

Useful Lives Useful Lives Fair Value
(in years) (in years) Amount
Purchased technology 2-6 5.9 $ 11¢€
Customer relationships and customer lists 2-8 7.9 78
Trademarks and tradenames 8 8 4C
Other 2-8 3.2 14
Total identifiable intangible assets $ 25C

The following net income pro forma financial infoation summarizes the combined net income for VMveara AirWatch, which was
significant for purposes of the unaudited pro foffimancial information disclosure, as though thenpanies were combined at the beginnin
the Company’s fiscal year 2013. The amount of reeesf AirWatch was not considered material, anduah, has not been included in the
unaudited pro forma financial information disclosinelow.

Supplemental information on an unaudited pro fob@sis, as if Airwatch had been acquired on Jania?p13 , is presented as follows
(table in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Pro forma adjusted net income $ 194 $ 20C $ 52 $ 50C

Joint Venture

During the three months ended September 30, 20Mware established a joint venture intended to exiglie VMware vCloud Air
services (formerly vCloud Hybrid Service) in Jap@ash contributions of $8 million and $7 million meemade by VMware and the non-
controlling interest, respectively, in proportiantheir respective ownership interest. At Septen30e2014, VMware had a controlling intere
in the joint venture and approximately 51% of thenership. Accordingly, VMware consolidated the fical results of the joint venture. The
non-controlling interest's share of the earningh@joint venture was not material during the ¢hmeonths ended September 30, 2014 .
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

Definite-Lived Intangible Assets, Net

As of September 30, 2014 , definite-lived intangibfsets consisted of the following (amounts itetatomillions):

September 30, 2014

Weighted-
Average
Useful Lives Gross Carrying Accumulated Net Book
(in years) Amount Amortization Value
Purchased technology 6.5 $ 70z $ (232) % 47C
Leasehold interest 34.9 14t (14) 131
Customer relationships and customer lists 8.3 152 (49 104
Trademarks and tradenames 8.4 65 (11 54
Other 2.9 18 (5) 13
Total definite-lived intangible assets $ 1,08: % (311 $ 772

As of December 31, 2013, definite-lived intangibfesets consisted of the following (amounts ingatimillions):

December 31, 2013

Weighted-
Average
Useful Lives Gross Carrying Accumulated Net Book
(in years) Amount Amortization Value
Purchased technology 6.6 $ 58C $ (163 $ 417
Leasehold interest 34.9 14t (11 134
Customer relationships and customer lists 8.7 75 (37 38
Trademarks and tradenames 9.1 24 @) 17
IPR&D 1 — 1
Total definite-lived intangible assets $ 828 $ (21¢) $ 607

Amortization expense for definite-lived intangilalesets was $37 million and $104 million duringttiree and nine months ended
September 30, 2014 , respectively and $25 millioeh $81 million during the three and nine monthsesh8eptember 30, 2013 , respectively.

As of September 30, 2014 , the remaining estimateaial amortization expense of the definite-liveidmgibles is expected to be as
follows (table in millions):

Remainder of 2014 $ 37
2015 14z
2016 124
2017 117
2018 10¢&
Thereafter 247

Total $ 772

10
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

Goodwill

The following table summarizes the changes in #reying amount of goodwill during the nine montimsled September 30, 2014 (table in
millions):

Balance, January 1, 2014 $ 3,02
Increase in goodwill related to Airwatch businessbination 87t
Increase in goodwill related to CloudVolumes busineombination 37
Other 4)
Balance, September 30, 2014 $ 3,93¢

C. Realignment Charges

During the three months ended September 30, 20Mware eliminated approximately 90 positions acralésnajor functional groups and
geographies to streamline its operations. As dtreSthese actions, $7 million of realignment ais was recognized during the three months
ended September 30, 2014 on the condensed conedlistatements of income, which consisted of waddaeduction charges. An immaterial
credit was also recognized during the three moatited September 30, 2014 . As of September 30, 288 4nillion remained in accrued
expenses and other on the condensed consoliddtettbaheet and is expected to be paid by the fe20ild.

During January 2013, VMware approved and initisdalisiness realignment plan to streamline its djpeia The realignment plan
included the elimination of approximately 710 itiosas and personnel across all major functionaligs and geographies. During the nine
months ended September 30, 2013 , $64 millionafgement charges were recorded on the condensembladated statements of income,
which consisted of workforce reduction charges asgkt impairments. As of December 31, 2013 , the jphd been completed.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

D. Net Income per Share

Basic net income per share is computed by dividieigncome by the weighted-average number of comshanes outstanding during the
period. Diluted net income per share is computedibiging net income by the weighted-average nunti@ommon shares outstanding and
potentially dilutive securities outstanding durihg period, as calculated using the treasury stoethod. Potentially dilutive securities
primarily include unvested restricted stock ursteck options and purchase options under VMwanggleyee stock purchase plan. Securities
are excluded from the computations of diluted nebme per share if their effect would be anti-diieit VMware uses the two-class method to
calculate earnings per share as both classes thlgasame rights in dividends, therefore basic aluded earnings per share are the same for
both classes.

The following table sets forth the computationdasic and diluted net income per share duringhheetand nine months ended
September 30, 2014 and 2013 (net income in millishares in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

Net income $ 194 $ 261 $ 56C $ 67¢
Weighted-average shares, basic for Class A ands®as 430,46 429,70¢ 430,40¢ 428,69(
Effect of dilutive securities 3,65¢ 3,47: 4,24¢ 4,22¢
Weighted-average shares, diluted for Class A and<B 434,11¢ 433,18 434,65t 432,91t
Net income per weighted-average share, basic fassCA and

Class B $ 0.4t $ 0.61 $ 1.3C $ 1.5¢
Net income per weighted-average share, dilute€Cfass A and

Class B $ 0.4t 0.6C $ 12¢ ¢ 1.57

The following table sets forth the weighted-averagemmon share equivalents of Class A common stuoatkwtere excluded from the
diluted earnings per share calculations becausesfiect would have been anti-dilutive (shareshausands):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Anti-dilutive securities:
Employee stock options 1,18( 1,181 1,24¢ 892
Restricted stock units 107 2,351 37 91¢
Total 1,28 3,53¢ 1,281 1,811
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VMware, Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)

(unaudited)

E. Investments

Investments as of September 30, 2014 and Decemb@033 consisted of the following (tables in noifis):

September 30, 2014

Cost or Unrealized Unrealized Aggregate

Amortized Cost Gains Losses Fair Value
U.S. government and agency obligations $ 55¢ $ — % — % 55€
U.S. and foreign corporate debt securities 3,04¢ 5 3,04
Foreign governments and multi-national agency alilbmns 32 — — 32
Municipal obligations 93C 3 — 93¢
Asset-backed securities 28 — — 28
Mortgage-backed securities 20¢€ — (@D} 20t
Total investments $ 4797 % 8 $ 4 $ 4,801

December 31, 2013

Cost or Unrealized Unrealized Aggregate

Amortized Cost Gains Losses Fair Value
U.S. government and agency obligations $ 537 $ — 3 — 3 537
U.S. and foreign corporate debt securities 2,351 6 2,35¢
Foreign governments and multi-national agency alilbms 37 — — 37
Municipal obligations 811 3 — 814
Mortgage-backed securities 12¢ — (D) 12¢
Total investments $ 3,86t $ 9 % 4 $ 3,87(

VMware evaluated its fixed income investments aSepftember 30, 2014 and December 31, 2013 to dekkmmether or not any security
had experienced an other-than-temporary declifi@iirvalue. As of September 30, 2014 and DecembgeP313 , VMware did not consider
any of its fixed income investments to be othenttemporarily impaired. The realized gains andizedllosses on fixed income investments
during the three and nine months ended Septemh@03@ and 2013 were not material.

Unrealized losses on investments as of Septemh&03@ and December 31, 2013 , which have beemét bbss position for less than
twelve months, were classified by investment catggs follows (table in millions):

September 30, 2014 December 31, 2013

Unrealized Unrealized
Fair Value Losses Fair Value Losses
U.S. and foreign corporate debt securities $ 1,20¢ $ 3 $ 75C $ 3
Mortgage-backed securities 61 — 91 (D)
Total $ 1,26¢ $ 3 $ 841 $ (4)

Unrealized losses on investments, which have beamket loss position for twelve months or greatere not material as &eptember 3
2014 and December 31, 2013 .
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Strategic Investment

VMware evaluated the strategic investments indigfplio that are accounted under the cost mettwdssess whether any of its strategic
investments were other-than-temporarily impairebllviare uses Level 3 inputs as part of its impairnaralysis, including, pre- and post-
money valuations of recent financing events andrttpact of those on its fully diluted ownership gamtages, as well as other available
information regarding the issuer’s historical ancetasted performance. The estimated fair valikese investments is considered in
VMware's impairment review if any events or chanigesircumstances occur that might have a signifiealverse effect on their value. During
the nine months ended September 30, 2013 , VMves@gnized an other-than-temporary impairment chaf@d.3 million for a non-
recoverable strategic investment. Strategic investmare included in other assets, net on the csedeconsolidated balance sheets.

Contractual Maturities

The contractual maturities of investments heldegit&mber 30, 2014 consisted of the following (tablmillions):

Amortized Aggregate

Cost Basis Fair Value
Due within one year $ 1,29¢ $ 1,297
Due after 1 year through 5 years 3,261 3,26¢
Due after 5 years 24C 24C
Total investments $ 4,797 $ 4,801

F. Fair Value Measurements
Certain financial assets and liabilities are meadat fair value on a recurring basis.

VMware's Level 1 classification of the fair valueeharchy includes money market funds and certaailable-for-sale fixed income
securities because these securities are valued gsited prices in active markets for identicabtssFixed income available-feale securitie
consist of high quality, investment-grade secwsifrem diverse issuers.

VMware's Level 2 classification includes the renden of the available-for-sale fixed income secesitbecause these securities are price
using inputs other than quoted prices that arergbbte either directly or indirectly. The valuati@thniques used to measure the fair value of
financial instruments having Level 2 inputs werewds from non-binding market consensus prices dénatcorroborated by observable market
data, quoted market prices for similar instrumeotgricing models such as discounted cash flolwrtegies. VMware’s procedures include
controls to ensure that appropriate fair valuesecerded such as comparing prices obtained froftiptfeuindependent sources.

Additionally, VMware’s Level 2 classification indies foreign currency forward contracts and notgsiple to EMC as the valuation
inputs for these are based upon quoted pricesedumtcing intervals from public data sources, olelele market data and discounted cash
flow techniques. The fair value of the foreign eurcy forward contracts was not material for anyqeepresented. As of September 30, 2014 ,
the fair value of the notes payable to EMC appratad the carrying value.

VMware does not have any material assets or ltaslihat fall into Level 3 of the fair value hiechy as of September 30, 2014 and
December 31, 2013, and there have been no trarsféreen fair value measurement levels during thethhree and nine months ended
September 30, 2014 and 2013 .
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The following tables set forth the fair value hietsy of VMware’s money market funds and availaldedale securities, including those
securities classified within cash and cash equntalen the condensed consolidated balance shiegtsyére required to be measured at fair
value as of September 30, 2014 and December 33, @&kles in millions):

September 30, 2014

Level 1 Level 2 Total

Money-market funds $ 1,68¢ $ — 8 1,68¢
U.S. government and agency obligations 40: 15z 55€
U.S. and foreign corporate debt securities — 3,077 3,077
Foreign governments and multi-national agency alilys — 32 32
Municipal obligations — 934 934
Asset-backed securities — 28 28
Mortgage-backed securities — 20t 20t

Total $ 2,08¢ % 4,42¢  $ 6,51¢

December 31, 2013

Level 1 Level 2 Total

Money-market funds $ 1,80¢ $ — 3 1,80¢
U.S. government and agency obligations 38t 152 537
U.S. and foreign corporate debt securities — 2,36¢ 2,36¢
Foreign governments and multi-national agency alilgns — 37 37
Municipal obligations — 81¢€ 81€
Mortgage-backed securities — 12¢ 12¢

Total $ 2,19 $ 3,49¢ $ 5,69z

G. Derivatives and Hedging Activity

VMware conducts business in multiple foreign cucieas and has international sales and expenses datechin foreign currencies,
subjecting the Company to foreign currency riskitigate this risk, VMware enters into hedgingiaties as described below. The
counterparties to VMware’s foreign currency forwaahtracts are multi-national commercial banks wered to be credit-worthy. VMware
does not enter into speculative foreign exchangeraots for trading purposes.

Cash Flow Hedging Activities

To mitigate its exposure to foreign currency flattans resulting from operating expenses denomihiateertain foreign currencies,
VMware enters into foreign currency forward contsadhe Company designates these forward contasatash flow hedging instruments as
the accounting criteria for such designation hanbwet. Therefore, the effective portion of gainteses resulting from changes in the fair
value of these hedges is initially reported in acalated other comprehensive income on the condaermesblidated balance sheet and is
subsequently reclassified to the related operaipgnse line item in the condensed consolidatéenstants of income in the same period that
the underlying expenses are incurred. During theetiand nine months ended September 30, 2014 ar3d, 20e effective portion of gains or
losses reclassified to the condensed consolidéagéehsents of income was not material. Interestggsor “forward points” on VMware’s
forward contracts are excluded from the assessofdredge effectiveness and are recorded in otlvenie (expense), net in the condensed
consolidated statements of income as incurred.

VMware generally enters into cash flow hedges sammually with maturities of six months or less.#&sSeptember 30, 2014 and
December 31, 2013 , VMware had forward contracfut@hase foreign currency designated as cashhfémges with a total notional value of
$62 million and $82 million , respectively. The oial value represents the gross amount of foreigrency that will be bought or sold upon
maturity of the forward contract. The fair valuetibése forward contracts was immaterial as of Seipée 30, 2014 and December 31, 2013 an
therefore excluded from the fair value tables ab&ueing the three and nine months ended SepteB8thet014 and 2013all cash flow hedge
were considered effective.
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Balance Sheet Hedging Activitie

In order to manage exposure to foreign currenagtdiations, VMware enters into foreign currency fard/contracts to hedge a portion of
its net outstanding monetary assets and liabilagesinst fluctuations in certain foreign excharagjes. These forward contracts are not
designated as hedging instruments under applieagieunting guidance, and therefore all changesdriair value of the forward contracts are
reported in other income (expense), net in the ensed consolidated statements of income.

VMware’s foreign currency forward contracts are gatly traded on a monthly basis with a typicaltcactual term of one month. As of
September 30, 2014 and December 31, 2013 , VMwadehtstanding forward contracts with a total nudiosalue of $453 million and $498
million , respectively. The notional value represethe gross amount of foreign currency that welldmught or sold upon maturity of the
forward contract. The fair value of these forwaomttacts was immaterial as of September 30, 208i40@mTember 31, 2013 and therefore
excluded from the fair value tables above.

During the three and nine months ended Septemhe&03@ , VMware recognized a gain of $29 milliord&24 million , respectively,
relating to the settlement of foreign forward cawts. During the three months ended Septemberd3@, ZMware recognized a loss of $16
million . During the nine months ended September2BA 3 the impact on its consolidated statemeniisogime was not material.

The combined gains and losses derived from theesetnt of foreign forward contracts and the undegyforeign-currency denominated
assets and liabilities resulted in a net loss offiBon and net gain of $1 million during the terenonths ended September 30, 2014 and
September 30, 2013, respectively. The combineusgaid losses derived from the settlement of faragward contracts and underlying
foreign-currency denominated assets and liabiligssilted in a net loss of $4 million and $5 mitliduring the nine months ended
September 30, 2014 and September 30, 2013 , resgect

H. Unearned Revenues

Unearned revenues as of September 30, 2014 andribec8&1, 2013 consisted of the following (tablenitlions):

September 30, 2014 December 31, 2013

Unearned license revenues $ 42¢ % 465
Unearned software maintenance revenues 3,55¢ 3,30¢
Unearned professional services revenues 38¢ 323
Total unearned revenues $ 437t % 4,09z

Unearned license revenues are generally recognjzed delivery of existing or future products ongegs, or they are otherwise
recognized ratably over the term of the arrangentartture products include, in some cases, ememioducts that are offered as part of
product promotions where the purchaser of an eggiroduct is entitled to receive the future pradumo additional charge. To the extent the
future product has not been delivered and vendecifip objective evidence (“VSOE”) of fair valueruzot be established, the revenue for the
entire order is deferred until such time as alldma delivery obligations have been fulfilled. hetevent the arrangement does not include
professional services, unearned license revenueatsaybe recognized ratably, if the customer isig@the right to receive unspecified future
products or VSOE of fair value on the software rtexiance element of the arrangement does not &xistl unearned license revenues may
vary over periods for a variety of factors, inclglithe type and level of promotions offered, aredttming of when the products are delivered
upon general availability.

Unearned software maintenance revenues are a#tbleuto VMware’s maintenance contracts and arergépeecognized ratably,
typically over terms of one to five years wéthveighted-average remaining term at Septembe2®} of approximately two years.
Unearned professional services revenues resulpitinirom prepaid professional services, includirgjning, and are generally recognized as
the services are delivered.

I. Contingencies
Litigation

VMware and the U.S. General Services Administraff@SA") and the Department of Justice ("DOJ") mrengoing discussions
regarding VMware’s government sales practices dngehe period between 2006 and 2013. $11 millias been accrued for this matter and i
included in accrued expenses and other in the cwedeconsolidated balance sheet. The amount acasuedSeptember 30, 20is4considere
both probable and reasonably estimable. VMwaredaperating with both the GSA and DOJ inquiries. Ve believes a loss in excess of the
estimated $11 million liability is currently not geminable.
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VMware is also subject to other legal, administtatand regulatory proceedings, claims, demandsraedtigations in the ordinary course
of business, including claims with respect to comuiad product liability, intellectual property, gioyment, class action, whistleblower and
other matters. From time to time, VMware also reegiinquiries from and has ongoing discussions gdtfernment entities on various matt
VMware accrues for a liability when a determinatias been made that a loss is both probable ofeeme and the amount of the loss can be
reasonably estimated. Significant judgment is negliin both the determination of probability and ttetermination as to whether a loss is
reasonably estimable. In making such judgments, dMveonsiders the impact of negotiations, settléspenlings, advice of legal counsel and
other information and events pertaining to a paléicmatter. Legal costs are generally recognizeeixpense when incurred. As of
September 30, 2014 and December 31, 2013 , amacarsed relating to these other matters arisingpatsof the ordinary course of business
were considered immaterial. To the extent theeerisasonable possibility that the losses couldexktize amounts already accrued, VMware
believes that the amount of any such additiona Wesuld also be immaterial to VMware’s condenseusotidated financial position, results of
operations and cash flows.

J. Stockholders’ Equity
VMware Stock Repurchases
The following table summarizes stock repurchashai#ations that remain open as of September 34 28mounts in table in millions):

Authorization Date Amount Authorized Expiration Date Status
August 6, 2014 $1,000 December 31, 2016 Open
August 7, 2013 $700 December 31, 2015 Open

From time to time, future stock repurchases magnbhde pursuant to the August 2014 and 2013 authionizain open market transactions
or privately negotiated transactions as permitteddzurities laws and other legal requirements. \&énis not obligated to purchase any sh
under its stock repurchase programs. The timirengfrepurchases and the actual number of sharesxchgsed will depend on a variety of
factors, including VMwares stock price, cash requirements for operationsbaisthess combinations, corporate and regulatapyimements ar
other market and economic conditions. Purchasebealiscontinued at any time that VMware feels toltial purchases are not warranted. All
shares repurchased under VMware’s stock repurgiraggams are retired. As of September 30, 2014 ¢ctimulative authorized amount
remaining for repurchase was $1,209 million .

The following table summarizes stock repurchaseigcturing the three and nine months ended Sepé&rB0, 2014 and 2013 (aggregate
purchase price in millions, shares in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Aggregate purchase price $ 43 3 9 $ 45C $ 392
Class A common shares repurchased 43€ 1,22¢ 4,691 5,22¢
Weighted-average price per share $ 98.9¢ $ 73.6: $ 95.5¢ $ 75.0¢€

The amount of repurchased shares includes commssaind is classified as a reduction to additioa&d4n capital.
VMware Stock Options

The following table summarizes option activity ntanuary 1, 2014 (shares in thousands):

Weighted-
Average
Number of Exercise Price

Shares (per share)
Outstanding, January 1, 2014 575¢ $ 44.1:
Granted 2,32: 45.81
Exercised (2,119 36.4¢
Forfeited (144) 41.52
Outstanding, September 30, 2014 5,81¢ 47.6€
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The above table includes stock options substitidednvested stock options in connection with basgicombinations. As a result, the
weighted-average exercise price per share mayskehan the VMware stock price at time of grant.

The stock options outstanding as of September@D4 Bad an aggregate intrinsic value of $271 nmilbased on VMware’s closing price
as of September 30, 2014 .

VMware Restricted Stock

VMware restricted stock primarily consists of regtd stock unit (‘RSU”) awards granted to emplaydeSUs are valued based on the
VMware stock price on the date of grant, and shaneterlying RSU awards are not issued until the 8#&st. Upon vesting, each RSU
converts into one share of VMware Class A commonkst

VMware restricted stock also includes performanoeksunit (“PSU”) awards, which have been granteddrtain of VMware's executives
and employees. The PSU awards include performanmditions and, in certain cases, a tibesed vesting component. Upon vesting, each
award will convert into VMware’s Class A commongakat various ratios ranging from 0.5 to 3.0 shaeysPSU, depending upon the degree
of achievement of the performance target designayeshch individual award. If minimum performanbeesholds are not achieved, then no
shares will be issued.

The following table summarizes restricted stochvétgtsince January 1, 2014 (shares in thousands):

Weighted-
Average Grant
Date Fair
Value

Number of Units (per unit)
Outstanding, January 1, 2014 12,85¢ $ 85.8¢
Granted 4,62¢ 95.6¢
Vested (3,647 94.8¢
Forfeited (915) 86.5¢
Outstanding, September 30, 2014 12,92: 89.1:

As of September 30, 2014 , the 12.9 million uniisstanding included 12.2 million of RSUs, 0.6liom of PSUs and 0.1 million of
restricted stock. The above table includes RSUgis$or outstanding unvested RSUs in connectioh liitsiness combinations.

The total fair value of VMware RSUs, PSUs, andriet&d stock that vested during the nine monthsedrieptember 30, 2014 was
$348 million . As of September 30, 2014 , restdcs&ock representing 12.9 million shares of VMwai€lass A common stock were
outstanding, with an aggregate intrinsic value b2%3 million based on VMware’s closing price asSeptember 30, 2014 .

Accumulated Other Comprehensive Incor

The changes in components of accumulated other drapsive income during the nine months ended 8dyae30, 2014vere as follow
(table in millions):

Unrealized Gains on

Available-for-Sale Loss on
Securities Cash Flow Hedges Total

Balance, January 1, 2014 $ 4 % — 3 4
Other comprehensive gain (loss) before reclassificg, net

of taxes of $1, $0 and $1 2 ©) 1)
Amounts reclassified from accumulated other comgnstve

income to the condensed consolidated statementofrie,

net of taxes of $(2), $0 and $(2) (2) — (2
Other comprehensive income (loss), net — ©)] ©)]
Balance, September 30, 2014 $ 4 % B ¢ 1

Gains on VMware’s available-for-sale securitiesra@assified to investment income on the condensedolidated statements of income
in the same period that they are realized.
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K. Related Parties
EMC Reseller Arrangement, Other Services and No&ag/able

VMware and EMC engaged in the following ongoingiebmpany transactions, which resulted in reveanésreceipts and unearned
revenues for VMware:

Pursuant to an ongoing reseller arrangement BMIC, EMC bundles VMware's products and servicah @MC's products and sells
them to end-users.

EMC purchases products and services from VMwarénternal use
VMware recognizes revenues for professional sesvi@sed upon such contractual agreements with

From time to time, VMware and EMC enter into agreets to collaborate on technology projects, and EMgs VMware for service
that VMware provides to EMC in connection with syrbjects.

Information about VMware's revenues and receigmfsuch arrangements with EMC during the threerémel months ended
September 30, 2014 and 2013 and unearned revesuéSaptember 30, 2014 and December 31, 2013stedsif the following (table in

millions):
Revenues and Receipts from Unearned Revenues from
EMC EMC
Three Months Ended Nine Months Ended As of As of
September 30, September 30, September 30, December 31,
2014 2013 2014 2013 2014 2013
Reseller revenues $ 47 $ 37 $ 13¢ $ 10€ $ 19t 18¢
Professional services revenues 13 14 53 60 11 12
Internal-use revenues 4 3 17 9 11 20
Collaborative technology project
receipts — 2 — 6 n/e n/e

VMware and EMC engaged in the following ongoingiebmpany transactions, which resulted in costéMavare:

* VMware purchases and leases products and purchasases for internal use from EN

* From time to time, VMware and EMC enter into agreets to collaborate on technology projects, and \&kénpays EMC for servic

provided to VMware by EMC related to such projects.

* In certain geographic regions where VMware duoashave an established legal entity, VMware catsravith EMC subsidiaries for
support services and EMC personnel who are manag®&iMware. The costs incurred by EMC on VMware'ddérelated to these
employees are passed on to VMware and VMware iggeldaa mark-up intended to approximate costs tlaldvhave been charged
had VMware contracted for such services with arelated third party. These costs are included asresgs in VMware's condensed
consolidated statements of income and primariljuhe salaries, benefits, travel and rent. EMC aisars certain administrative costs
on VMware's behalf in the U.S. that are recordedxgpenses in VMware's condensed consolidated statsrof income.

* VMware incurs interest expense on its notes payaliteEMC. See belov

Information about VMware's costs from such arrangets with EMC during the three and nine months dr8iptember 30, 2014 and

2013 consisted of the following (table in millions)

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
Purchases and leases of products and purchases/ices $ 15 $ 20 $ 48 $ 45
Collaborative technology project costs 3 5 10 7
EMC subsidiary support and administrative costs 31 29 107 94
Interest expense on notes payable 7 1 18 3
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Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger succePdel Maritz as Chief Executive Officer of VMwaRrior to joining VMware, Pat
Gelsinger was the President and Chief Operating@fbf EMC Information Infrastructure ProductsuP®laritz remains a board member of
VMware and currently serves as Chief Executive @ffiof Pivotal, a majority-owned subsidiary of ENdCvhich VMware has an ownership
interest, and as an executive officer of EMC. Be#ul Maritz and Pat Gelsinger retain and contioweest in certain of their respective equity
awards that they held as of September 1, 2012k&tased compensation related to Pat Gelsinger's BMW&rds are being recognized in
VMware’s condensed consolidated statements of ilkcover the awards’ remaining requisite servicequisi Effective since September 1,
2012, stock-based compensation costs related tdVRaiiz’'s VMware awards have been charged to EM@ laave not been recognized by
VMware.

Pivotal

During 2013, VMware transferred certain assetsletidlities to Pivotal. VMware contributed certaissets, including intellectual prope
to Pivotal, and Pivotal assumed substantiallyialiilities related to certain VMware Cloud Applizat Platform products and services,
including VMware’s Cloud Foundry, VMware vFabria¢iuding Spring and GemFire) and Cetas organizatiercept for certain tangible
assets related to Cloud Foundry. As of Septembe?@D4 , VMware's ownership interest in Pivotal \28%6 .

Additionally, VMware and Pivotal entered into anmegment pursuant to which VMware will act as thiéregagent for the products and
services it contributed to Pivotal in exchanged@mustomary agency fee. VMware also agreed to geovarious transition services to
Pivotal. Pursuant to the support agreement, costsried by VMware to support Pivotal services aimbursed to VMware by Pivotal and are
recorded as a reduction to the costs incurred byve. Information about VMware's revenues and dosts such arrangement with Pivotal
during the three and nine months ended Septemh&@03@ and 2013 consisted of the following (tablenillions):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Revenues $ 1 $ 2 3 4 3 3
Transition services — 2 1 10

Additionally, VMware purchased an immaterial amoahproducts and services for internal use fronoRivduring the three and nine
months ended September 30, 2014 . During the tmdanine months ended September 30, 2013 , VMwahpsed $1 million and $6
million , respectively, of products and servicesifdernal use from Pivotal.

Tax Sharing Agreement with EMC

Pursuant to a tax sharing agreement between VMaradEMC, VMware has made payments to EMC and EM&hiede payments to
VMware. The following table summarizes these paytmemade between VMware and EMC during the threenamel months ended
September 30, 2014 and 2013 (table in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Payments from VMware to EMC $ — % — % 2C % —
Payments from EMC to VMware — — — 16

Payments between VMware and EMC under the taxrshagreement relate to VMware's portion of feder@me taxes on EMC's
consolidated tax return as well as state paymentsdmbined states. Payments from EMC to VMwaratedio periods where VMware had a
stand-alone loss for U.S. federal and state incax@urposes or where VMware had federal tax csediexcess of federal tax liabilities.
Payments from VMware to EMC are for estimated tayrpents primarily for U.S. federal income tax pueg® The amounts that VMware
either pays to or receives from EMC for its portafrfederal income taxes on EMC'’s consolidatedr&aurn differ from the amounts VMware
would owe on a separate return basis and the diféeris presented as a component of stockholdgugtye During the three and nine months
ended September 30, 2014 and 2013, the diffedestwecen the amount of tax calculated on a stamkdbasis and the amount of tax
calculated per the tax sharing agreement was nteriak
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Due To/From Related Parties, N

As a result of the related-party transactions \ERhC and Pivotal described above, amounts due tdrandrelated parties, net as of
September 30, 2014 and December 31, 2013 consiktkd following (table in millions):

September 30, 2014  December 31, 2013

Due to EMC $ (66) $ (92
Due from EMC 55 93
Due to Pivotal @) (22
Due from Pivotal 1 3
Due (to) from related parties, net $ (s (18)
Income tax payable due to EMC $ (139 $ (22

Balances due to or from related parties, whichuarelated to tax obligations, are generally sefitbechsh within 60 days of each quarter-
end. The timing of the tax payments due to and fEdMC is governed by the tax sharing agreement BMC.

Notes Payable to EM(

In connection with VMware's acquisition of AirWatciMware and EMC entered into a note exchange ageaéon January 21, 2014
providing for the issuance of three promissory adatethe aggregate principal amount of $1,500 anilli The total debt of $1,500 million
includes $450 million that was exchanged for theGehillion promissory note issued to EMC in Aprd@, as amended and restated in June
2011.

The three notes issued may be prepaid without peaapremium, and outstanding principal is dugtonfollowing dates: $680 million
due May 1, 2018, $550 million due May 1, 2020 &2d0 million due December 1, 2022 . The notes bearest, payable quarterly in arrears,
at the annual rate of 1.75% . During the threerdnd months ended September 30, 2014 , $7 millmh$4.8 million , respectively, of interest
expense was recognized. During the three and nomghs ended September 30, 2013, $1 million anchii®n , respectively, of interest
expense was recognized.

L. Segment Information

VMware operates in one reportable operating segntieus all required financial segment informatt@m be found in the condensed
consolidated financial statements. Operating se¢grege defined as components of an enterprise afdoh separate financial information is
evaluated regularly by the chief operating decisiaker in deciding how to allocate resources asdssing performance. VMware’s chief
operating decision maker allocates resources asebass performance based upon discrete finanfoaiiation at the consolidated level.

Revenues by geographic area during the three axedménths ended September 30, 2014 and 2013 wésboass (table in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
United States $ 78C % 614 $ 2,11z $ 1,772
International 73t 67% 2,221 1,951
Total $ 151t $ 1,28¢ $ 433 $ 3,72¢

It is not practicable for VMware to determine reves by country other than the United States duhirghree and nine months ended
September 30, 2014 and 2013 .

Long-lived assets by geographic area, which primarclude property and equipment, net, as of Saptr 30, 2014 and December 31,
2013 were as follows (table in millions):

September 30, 2014  December 31, 2013

United States $ 78z $ 741
International 94 58
Total $ 87¢ $ 79¢

21




Table of Contents
VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

No individual country other than the United Staaesounted for 10% or more of these assets as o&¢@bpr 30, 2014 and December 31,
2013, respectively.
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ITEM 2. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following management's discussion and ana{y®IB&A") is provided in addition to the accompangrtondensed consolidated
financial statements and notes to assist in uratesig our results of operations and financial émal Financial information as of
September 30, 201ghould be read in conjunction with our consoliddtedncial statements for the year ended DecembgeP@13 contained |
our Form 10-K filed February 25, 2014.

All dollar amounts expressed as numbers in this MO&xcept share and per share amounts) are iromélliPeriod-over-period changes
are calculated based upon the respective underlgomyrounded data. Unless the context requiresraibe, we are referring to VMware, Inc.
and its consolidated subsidiaries when we usectimest “VMware,” the “Company,” “we,” “our” or “us.”

Overview

We are the leader in virtualization infrastructacdutions utilized by organizations to help tramsfahe way they build, deliver and
consume information technology (“IT”) resources. Wévelop and market our product and service offgrinithin three main product groups,
and we also seek to leverage synergies acrossttiveseproduct areas.

» SDDC or Softwardefined Data Cent
e EndUser Computin
e Hybrid Cloud Computin

We pioneered the development and application ed&fization technologies with x86 server-based aating, separating application
software from the underlying hardware. The benéditsur customers include lower IT costs and a naotemated and resilient systems
infrastructure capable of responding dynamicallyadable business demands. Our broad and provenafwirtualization technologies are
designed to establish secure and, reliable IT enwients and address a range of complex IT chaketinge include cost reduction, operational
inefficiencies, access to cloud computing capabitisiness continuity and corporate end-user comgutévice management. Our solutions
enable organizations to aggregate multiple serséosage infrastructure and networks togethershired pools of capacity that can be
allocated dynamically, securely and reliably tolaggtions as needed. Once created, these inteongbating infrastructures, or “clouds,” can
be dynamically extended by our customers to théipatoud environment. When linked, this resultsithybrid” computing cloud of highly
available internal and external computing resouticasorganizations can access on demand. Ourmastbdeployments range in size from a
single virtualized server for small businesseditusands of virtual machines for our Fortune 10@i@rprise customers.

We have articulated a vision for the software-dafiata center (“SDDC"Jwhere increasingly infrastructure is virtualizediatelivered a
a service, enabling control of the data centeretefitirely automated by software. The SDDC is desigo transform the data center into an ot
demand service that addresses application requirtsrbg abstracting, pooling, and automating theises that are required from the
underlying hardware. SDDC promises to dramaticsillyplify data center operations and lower cost® YMware vCloud Suite, which is our
first integrated solution toward realizing the SDBiSion and is based upon our VMware vSphere Migadon platform, was initially
introduced in late 2012. The VMware vCloud Suitdradses virtualization of not only CPU and membut,also networks and associated
security services. In addition, the vCloud Suitbvées a new approach to management, leveragingypbhsed automation. VMware vCloud
Suite is engineered for hybrid cloud computinglsat it federates with other pools of infrastructure

We believe that our solutions enable organizatiorrgalize significant operational and cost effidies as they transition their underlying
legacy IT infrastructure. We work closely with mdhan 1,200 technology partners, including leadieyer, microprocessor, storage,
networking, software and security vendors. We tshared the economic opportunities surrounding &fization with our partners by
facilitating solution development through open égadlon programming interface (“APIs”) formats amatocols and providing access to our
source code and technology. The endorsement apibgs our partners further enhances the awarenggstation and adoption of our
virtualization solutions.

We expect to grow our business by building longrteelationships with our customers, which includestinuing to sell our solutions
through enterprise license agreements (“ELAS"). Elake comprehensive volume license offerings afféeh directly by us and through
certain channel partners that provide for multiry@aintenance and support. Under a typical ELAomri@n of the revenues is attributed to
license revenues and the remainder is primariljbated to other deliverables, including softwaraimenance revenues. In addition, the initial
maintenance and support period is typically lorffgeELAs compared to our transactional business.béleeve that ELAs facilitate our
objective of building longerm relationships with our customers as they canwmur virtual infrastructure solutions in theata centers. EL/
comprised 29% and 33% of our overall sales dutegthird quarters of 2014 and 2013 , respectivaig, 31% and 33% of our overall sales
during the nine months ended September 30, 2012618l respectively, with the balance primarilgresented by our non-ELA, or
transactional, business.
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On February 24, 2014, we acquired A.W.S. HoldingCL("Airwatch Holding"), the sole member and equiitglder of Airwatch LLC
(“AirWatch”). AirWatch is a leader in enterprise bite management and security solutions. The adipnsof AirWatch expands our portfolio
of mobile solutions within the enterprise mobilela®curity space.

Headcount during the three and nine months endpte®é&er 30, 2014 continued to increase due priyntribrganic growth and the
AirWatch acquisition. The increased headcount kaslted in higher cash and stock-based employa&tbéxpenses across our income
statement expense categories when compared tautte geriods in 2013 and we expect this trend ttirmos See further discussion under
"Results of Operations" below.

Results of Operations
Revenue:

Our revenues during the three and nine months eBdptémber 30, 2014 and 2013 were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Revenues:
License $ 63 $ 564 $ 76 13% $ 181« $ 158: $ 232 15%
Services:
Software maintenance 77¢ 644 13€ 21 2,217 1,86¢ 354 19
Professional services 97 81 15 18 30z 271 23 8
Total services 87¢ 72t 151 21 2,51¢ 2,141 377 18
Total revenues $ 151F $ 1,28 $ 22¢ 18 $ 433 $ 372¢ % 60¢ 16
Revenues:
United States $ 78C % 614 $ 16€ 2% $ 2,112 $ 1,77¢ $ 33¢ 19%
International 73t 67t 60 9 2,221 1,951 27C 14
Total revenues $ 151t $ 1,28 $ @ 22¢ 18 $ 433 $ 372« $§ 60¢ 16

License Revenues

License revenues during the three and nine momitisceSeptember 30, 2014 were up 13% and 15% ,atésgg, compared to the three
and nine months ended September 30, 2013 . Ouskceevenue growth rate was favorably impactechdutie three and nine months ended
September 30, 2014 compared to the same peridls jorior year as a result of increased sales pintegrated product suites, including
VMware vCloud Suite. Our customers continue totgbipurchasing our suite solutions rather thartipasing certain products sold on a
standalone basis such as vSphere. Our integrabeld girsuites include various product offerings arelgenerally sold at a higher price than
our products that are sold on an individual basiklitionally, increased sales of our end-user catingyroducts, including Airwatch mobile
solutions, also contributed to the increase imigerevenues. Revenues from AirWatch include resgnecognized from our Software as a
Service ("SaaS") offerings. SaaS revenues arederdlin both license and software maintenance r@gand the amounts have not been
material for all periods presented.

Our license revenue growth rate was negatively atgzhby the contribution to Pivotal and the disposiof other net assets under our
realignment plan that occurred during fiscal 2Qli8ense revenues related to Pivotal and all digjpes under our realignment plan were $2
and $18 during the three and nine months ended®éetr 30, 2013 , respectively.

Services Revenues

During the three and nine months ended Septemhe&03@ , software maintenance revenues benefited fenewals, multi-year software
maintenance contracts sold in previous periods aaigiitional maintenance contracts sold in conjamctiith new software license sales. In
each period presented, customers bought, on ayarege than 24 months of support and maintenantteesich new license purchased, whict
we believe demonstrates our customers' commitnoentiit SDDC strategy.
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Our services revenue growth rate was negativehaatga by the contribution to Pivotal and the digjpms of other net assets under our
realignment plan. Service revenues related to Bivatd all dispositions under our realignment plame $2 and $37 during the three and nine
months ended September 30, 2013, respectively.

Foreign Currency

We invoice and collect in the Euro, the British Rduthe Japanese Yen, the Australian Dollar an€Ctiiese Renminbi in their respective
regions. As a result, our total revenues are afteby changes in the value of the U.S. Dollar agjahese currencies. Foreign currency
fluctuations did not have a material impact whemparing license revenues during the three andmioreths ended September 30, 2014 to th
three and nine months ended September 30, 2013 .

Unearned Revenues

Our unearned revenues as of September 30, 201Begeinber 31, 2013 were as follows:

September 30, 2014 December 31, 2013

Unearned license revenues $ 428 $ 46%
Unearned software maintenance revenues 3,55¢ 3,30¢
Unearned professional services revenues 38¢ 328
Total unearned revenues $ 437t $ 4,092

Unearned license revenues are generally recognjzen delivery of existing or future products ongegs, or they are otherwise
recognized ratably over the term of the arrangentarttire products include, in some cases, ememinducts that are offered as part of
product promotions where the purchaser of an exjgiroduct is entitled to receive the future prdadatao additional charge. To the extent the
future product has not been delivered and vendeciBp objective evidence (“WSOE”) of fair valuergaot be established, the revenue for the
entire order is deferred until such time as alldmat delivery obligations have been fulfilled. hetevent the arrangement does not include
professional services, unearned license revenueatsaybe recognized ratably, if the customer isigid the right to receive unspecified future
products or VSOE of fair value on the software rteziance element of the arrangement does not &xistl unearned license revenues may
vary over periods for a variety of factors, incliglithe type and level of promotions offered, arattiming of when the products are delivered
upon general availability.

Unearned software maintenance revenues are attblleuto our maintenance contracts and are geneealbgnized ratably, typically over
terms from one to five years with a weighted-averegmaining term at September 30, 2014 of appraeiipavo years. Unearned professional
services revenues result primarily from prepaidgssional services, including training, and areegelty recognized as the services are
delivered.

Cost of License and Services Revenues, and Opegafirpenses
Cost of License Revenues

Our cost of license revenues principally consisthe cost of fulfilment of our software, royalgpsts in connection with technology
licensed from third-party providers and amortizatad intangible assets and capitalized software ddst of fulfillment of our software
includes IT development efforts, personnel costbratated overhead associated with the physicakwronic delivery of our software
products.

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Cost of license revenues $ 45 3 50 $ (5) 9% $ 141 % 161 $ (20 (13)%
Stock-based compensation 1 1 — 10 2 2 — 15
Total expenses $ 46 $ 51 $ (5) 9 $ 14z $ 162 $ (20 12
% of License revenues 7% 9% 8% 10%

Cost of license revenues decreased during the #me@ine months ended September 30, 2014 comfmatkd three and nine months
ended September 30, 2013 primarily due to a deerafa®8 and $34 , respectively, in amortizatiora@pitalized software development costs
which was partially offset by an increase of $6 &ftd , respectively, in amortization of intangibksets.

As of December 31, 2013, all previously capitalizeftware development costs were fully amortized @a» such, we do not expect
significant amortization of capitalized softwarerdimpment costs during 2014.
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Cost of Services Revenues

Our cost of services revenues primarily includesdbsts of personnel and related overhead to deéeanical support for our products
and to provide our professional services. As wdinae to grow business from our SaaS and profeaks®rvices offerings, we expect our t
costs of services revenues to continue to increase.

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Cost of services revenues $ 18t % 128 % 61 49% $ 48¢ $ 354 $ 13t 38%
Stock-based compensation 11 7 3 42 31 21 9 44
Total expenses $ 19¢ ¢ 132 ¢ 64 48 $ 51¢ $ 37t 144 38
% of Services revenues 22% 18% 21% 18%

Cost of services revenues increased during the #imd nine months ended September 30, 2014 comiuatieel three and nine months
ended September 30, 2013 primarily driven by tleevtin in our SaaS and professional services offerimgich led to higher costs of services.
The increase includes growth in cash-based emplmtated expenses of $37 and $&& to incremental growth in headcount, both organt
through the AirWatch acquisition, and an increastechnical support costs of $2 and $16 duringhhee and nine months ended September
30, 2014, respectively. Additionally, increasegfuipment and depreciation costs also contribuidele increases in cost of services revenue:
The increase during the nine months ended Septedth@014 was partially offset by a decrease ofiildperating expenses related to Piv

Research and Development Expenses

Our research and development (“R&D”) expenses tielihe personnel and related overhead associatiedh&i R&D of new product
offerings and the enhancements, including majoraghes, of our existing software offerings.

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Research and development $ 266 $ 214 % 52 24% $ 74¢ % 63z $ 117 19%
Stock-based compensation 61 52 9 17 187 16t 22 13
Total expenses $ 327 % 266 $ 61 23 $ 93¢ ¢ 797 $ 13¢ 17
% of Total revenues 22% 21% 22% 21%

R&D expenses increased during the three and nimghm@nded September 30, 2014 compared to thedahcerine months ended
September 30, 2013 . The increases were primauniyta growth in cash-based employee-related expeafsktl and $93 during the three and
nine months ended September 30, 2014 , respectaedlyincreases in stock-based compensation ofi&$22 , respectively, driven by
incremental growth in headcount, both organic &amdugh the Airwatch acquisition. Equipment and defation expenses increased by $12
and $21 during the three and nine months ended®der 30, 2014 , respectively. Additionally, conteoa costs increased by $11 contributing
to the growth in R&D expenses during the nine memthded September 30, 20dpared to the same period in 2013. The increasegithe
nine months ended September 30, 2014 was parnbfitigt by a decrease of $15 in R&D expenses relat&ivotal.
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Sales and Marketing Expenses

Our sales and marketing expenses include personetd, sales commissions and related overheadiatgesbwith the sale and marketing
of our license and services offerings, as welhascbst of product launches. Sales commissiongeaarerally earned and expensed when a firrr
order is received from the customer. Sales and etiagkexpenses also include the net impact fronedpenses incurred and fees generated b
certain marketing initiatives, such as our annuslivxorld U.S. conference that occurred during AudiGit4.

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Sales and marketing $ 48¢ % 41z % 74 18% $ 1,42: $ 1202 $ 21¢ 18%
Stock-based compensation 43 37 7 19 12¢ 10¢€ 22 20
Total expenses $ 52¢ ¢ 44¢ § 81 18 $ 1550 $ 1308 $ 24C 18
% of Total revenues 35% 35% 3€% 35%

Sales and marketing expenses increased duringrie and nine months ended September 30, 2014 cedmathehree and nine montt
ended September 30, 2013 primarily driven by grawttash-based employee-related expenses of $681afH, respectively, and an increase
in stock-based compensation expense of $7 and &2&pectively, due to incremental growth in headtolooth organic and through the
AirWatch acquisition. Costs incurred for travel andrketing programs also increased by $30 duriagithe months ended September 30, :
compared to the same period in 2013. The increasrgdenses during the nine months ended Septer@pb2034 was partially offset by a
decrease of $ 10 in sales and marketing expenls¢edéo Pivotal.

General and Administrative Expenses

Our general and administrative expenses includeopeel and related overhead costs to support thalbbusiness. These expenses
include the costs associated with our finance, luraaources, IT infrastructure and legal, as welxpenses related to corporate costs and
initiatives and facilities costs.

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
General and administrative ~ $ 152 % 87 $ 66 76% $ 447 3 25¢ $ 19z 75%
Stock-based compensation 17 16 1 4 51 42 9 22
Total expenses $ 16¢ $ 102 $ 66 65 $  49¢ $ 29¢ $ 201 68
% of Total revenues 11% 8% 11% 8%

General and administrative expenses increasedgltirenthree and nine months ended September 38,&@0ipared to the three and nine
months ended September 30, 2013 . Certain key gagsoof AirWatch may be paid consideration uporeittégevement of specified future
employment conditions. Compensation expense reléifiuture employment conditions of certain keyMXatch employees of $41 and $101
was recognized during the three and nine monthece8éptember 30, 2014, respectively. Other casbdbamployee-related expenses
increased by $13 and $41 during the three andmorghs ended September 30, 2014 , respectivelytadineremental growth in headcount,
both organic and through the AirWatch acquisitionsts of $11 related to certain litigation and oitentingencies and IT development costs
further contributed to the increase in expensemduhe nine months ended September 30, 2014 cadparthe same period in 2013.
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Realignment Charges

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 $ Change 2014 2013 $ Change
Realignment charges  $ 6 $ 1 $ 5 % 4 $ 58 $ (59
Stock-based compensation — — — — 6 (6)
Total expenses $ 6 §$ 1 % 5 % 4 $ 64 $ (60

During the three months ended September 30, 2@@&4e]iminated approximately 90 positions acrossmajor functional groups and
geographies to streamline our operations. As dtrekthese actions, $7 of realignment charges masgnized during the three months ended
September 30, 2014 on the condensed consolidatshsnts of income, which consisted of workforakiotion charges. An immaterial credit
was recognized during the three months ended Septedd, 2014 . As of September 30, 2014 , $5 resclaiim accrued expenses and other on
the condensed consolidated balance sheet andestexito be paid by the end of 2014.

Realignment charges during the nine months endpté®ber 30, 2013 were incurred in connection withrealignment plan that was
initiated in January. The realignment plan was detepl at December 31, 2013.

Interest Expense with EMC

Interest expense with EMC of $7 and $18 duringtlinee and nine months ended September 30, 20%geatvely, increased by $6 and
$15compared to the same periods in 2013 primarily @salt of the additional debt we assumed from EM€e "Our Relationship with EM(
disclosure for further information.

Other Income (Expense), Net

Other income (expense), net, decreased by $172hd@ing the three and nine months ended SepteBh@014 , respectively,
compared to the same periods in 2013, primarilytduepre-tax gain of $12 and $44 recognized dutieghree and nine months ended
September 30, 2013 , respectively, as a resultibhg certain lines of business under our busimeatignment plan. Partially offsetting this
gain was an other-than-temporary impairment chaf@i3 that we recognized in connection with atetfe investment during th@ne month
ended September 30, 2013 .
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Income Tax Provision

For the three months ended September 30, 2014Gi81, Dur effective income tax rate was 20.4% am8% , respectively. For the nine
months ended September 30, 2014 and 2013 , owtigéféncome tax rate was 18.9% and 11.4% , resgdgt Our effective income tax rate
when comparing the three and nine months endea®égtr 30, 2014 , to the same periods in 2013 wasagty impacted by the expiration of
the federal research credit on December 31, 20u8nH January 2013 , the United States Congressactvely enacted the extension of the
federal research credit through December 31, 2018 effective income tax rate was also adverselyaicted during the three months ended
September 30, 2014 by a greater proportion of atmiegs being recognized in the U.S., which aredaat a higher rate than our earnings in
foreign jurisdictions.

Our rate of taxation in foreign jurisdictions isMer than our U.S. tax rate. Our foreign earningspimarily earned by our subsidiaries
organized in Ireland, and as such, our effectixede can be impacted by the mix of our earninghé U.S. and foreign jurisdictions.

During October 2014, Ireland announced revisioritsttax regulations that will require foreign eiags earned by our subsidiaries
organized in Ireland to be taxed at higher rates. Wil be impacted by the changes in tax regulationireland beginning in 2021. All income
earned abroad, except for previously taxed incam&JfS. tax purposes, is considered indefinitelguested in our foreign operations and no
provision for U.S. taxes has been provided witpeesto such income. Our intent is to indefinitedjnvest our non-U.S. funds in our foreign
operations, and our current plans do not demoesé&rated to repatriate them to fund our U.S. operst

We are included in the EMC consolidated group fd8.Jederal income tax purposes, and expect tareanto be included in such
consolidated group for periods in which EMC ownteast 80% of the total voting power and value wf @autstanding stock as calculated for
U.S. federal income tax purposes. The percentagetofg power and value calculated for U.S. fedarabme tax purposes may differ from
percentage of outstanding shares beneficially oviayeEMC due to the greater voting power of our €lBcommon stock as compared to our
Class A common stock and other factors. Each mewofteeconsolidated group during any part of a ctidated return year is jointly and
severally liable for tax on the consolidated retofisuch year and for any subsequently determiefididncy thereon. Should EMC's
ownership fall below 80% of the total voting povegrvalue of our outstanding stock in any perio@ntlve would no longer be included in the
EMC consolidated group for U.S. federal incomepaxposes, and our U.S. federal income tax woulceperted separately from that of the
EMC consolidated group.

Although we file a consolidated federal tax retwith EMC, the income tax provision is calculatethmarily as though we were a separate
taxpayer. However, certain transactions that weEEM@ are parties to are assessed using consolititedturn rules. Our effective tax rate in
the periods presented is the result of the mixiobine earned in various tax jurisdictions that yapbroad range of income tax rates. The rate
at which the provision for income taxes is caloedbdliffers from the U.S. federal statutory income tate primarily due to different tax rates in
foreign jurisdictions where income is earned.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, changes inuginéss, regulations, or rates, changing
interpretation of existing laws or regulations, thpact of accounting for stock-based compensatimimpact of accounting for business
combinations, changes in our international orgdignashifts in the amount of income before taxnedrin the U.S. as compared with other
regions in the world, and changes in overall leeél®icome before tax.

Our Relationship with EMC

As of September 30, 2014 , EMC owned 43,025,00€esha Class A common stock and all 300,000,00@eshaf Class B common stock,
representing 79.6% of our total outstanding shafe®@mmon stock and 97.2&6 the combined voting power of our outstanding ooom stock

EMC Reseller Arrangement, Other Services and No&ag/able

We and EMC engaged in the following ongoing intenpany transactions, which resulted in revenues@ceipts and unearned revenues
for VMware:

e Pursuant to an ongoing reseller arrangement BMIC, EMC bundles our products and services withEVproducts and sells them to
end-users.

* EMC purchases products and services from us ferriat use
* We recognize revenues for professional servicesdapon such contractual agreements with E

* From time to time, we and EMC enter into agreetsi¢o collaborate on technology projects, and Epags us for services that we
provide to EMC in connection with such projects.
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Information about our revenues and receipts frooh surangements with EMC during the three and ninaths ended September 30,
2014 and 2013 and unearned revenues as of Sept8ii14 and December 31, 2013 consisted of ffewving (table in millions):

Revenues and Receipts from Unearned Revenues from
EMC EMC
Three Months Ended Nine Months Ended As of As of
September 30, September 30, September 30, December 31,
2014 2013 2014 2013 2014 2013
Reseller revenues $ 47 % 37 % 13¢ $ 106 % 19t % 18¢
Professional services revenues 13 14 53 60 11 12
Internal-use revenues 4 3 17 9 11 2C
Collaborative technology project
receipts — 2 — 6 n/a n/e

We and EMC engaged in the following ongoing intempany transactions, which resulted in costs to us:
* We purchase and lease products and purchase sefeidaternal use from EM

* From time to time, we and EMC enter into agreetsi¢o collaborate on technology projects, and aepMC for services provided to
us by EMC related to such projects.

» In certain geographic regions where we do netlan established legal entity, we contract withE8libsidiaries for support services
and EMC personnel who are managed by us. The itmsised by EMC on our behalf related to these eyges are passed on to us
and we are charged a mark-up intended to approgiot#ts that would have been charged had we ctedréar such services with an
unrelated third party. These costs are includegkpenses in our condensed consolidated statemieintome and primarily include
salaries, benefits, travel and rent. EMC also is@artain administrative costs on our behalf inuh®. that are recorded as expenst
our condensed consolidated statements of income.

* We incur interest expense on our notes payable BMI. See belov

Information about our costs from such arrangemertts EMC during the three and nine months endede®aper 30, 2014 and 2013
consisted of the following (table in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Purchases and leases of products and purchasesices $ 15 % 20 % 48 $ 45
Collaborative technology project costs 3 5 10 7
EMC subsidiary support and administrative costs 31 29 107 94
Interest expense on notes payable 7 1 18 3

Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger succePdel Maritz as Chief Executive Officer of VMwaRrior to joining VMware, Pat
Gelsinger was the President and Chief Operating@fbf EMC Information Infrastructure ProductsuP®laritz remains a board member of
VMware and currently serves as Chief Executive €@ffiof Pivotal, a majority-owned subsidiary of ENdC~hich we have an ownership
interest, and as an executive officer of EMC. Be#ul Maritz and Pat Gelsinger retain and contioweest in certain of their respective equity
awards that they held as of September 1, 2012k&tased compensation related to Pat Gelsinger's BMW&rds are being recognized on our
condensed consolidated statements of income ogeavtlards’ remaining requisite service periods. diffe since September 1, 2012, stock-
based compensation costs related to Paul Maritils/&re awards have been charged to EMC and havieeot recognized by us.

Pivotal

During 2013, we transferred certain assets anditiab to Pivotal. We contributed certain assais|uding intellectual property to Pivotal,
and Pivotal assumed substantially all liabilitiedated to certain of our Cloud Application Platfoproducts and services, including VMware’s
Cloud Foundry, VMware vFabric (including Spring a@dmFire) and Cetas organizations, except for icetaagible assets related to Cloud
Foundry. As of September 30, 2014 , our ownergitigrést in Pivotal was 28% .
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Additionally, we and Pivotal entered into an agreetrpursuant to which we will act as the sellingraigor the products and services we
contributed to Pivotal in exchange for a custonsggncy fee. We also agreed to provide variousitranservices to Pivotal. Pursuant to the
support agreement, costs incurred by us to supfieotal services are reimbursed to us by Pivotdlanme recorded as a reduction to the costs
incurred by us. Information about our revenues@sis from such arrangement with Pivotal duringtkinee and nine months ended
September 30, 2014 and 2013 consisted of the faitpable in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Revenues $ 1 3 2 % 4 $ 3
Transition services — 3 2 1 9% 1C

Additionally, we purchased an immaterial amounpiafducts and services for internal use from Pivdtaing the three and nine months
ended September 30, 2014 . During the three armlmonths ended September 30, 2013 , we purchasald®i6 , respectively, of products
and services for internal use from Pivotal.

Tax Sharing Agreement with EMC

Pursuant to a tax sharing agreement between uEli@ we have made payments to EMC and EMC has pag®ents to us. The
following table summarizes these payments madedstws and EMC during the three and nine monthece8dptember 30, 2014 and 2013
(table in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Payments from us to EMC $ — ¢ — $ 2C % —
Payments from EMC to us — — — 1€

Payments between us and EMC under the tax shaghegment relate to our portion of federal incom@sson EMC's consolidated tax
return as well as state payments for combinedsstB&yments from EMC to us relate to periods wherdad a stand-alone loss for U.S.
federal and state income tax purposes or whereadddteral tax credits in excess of federal tauilitees. Payments from us to EMC are for
estimated tax payments primarily for U.S. fedenabime tax purposes. The amounts that we eithetoparyreceive from EMC for our portion
of federal income taxes on EMC's consolidated &txm differ from the amounts we would owe on aasefe return basis and the difference is
presented as a component of stockholders’ equityinD the three and nine months ended Septemb&03d, and 2013 , the difference
between the amount of tax calculated on a stamkeabasis and the amount of tax calculated perathstaring agreement was not material.

Due To/From Related Parties, N

As a result of the related-party transactions \&RC and Pivotal described above, amounts due tdrantdrelated parties, net as of
September 30, 2014 and December 31, 2013 consikthd following (table in millions):

September 30, 2014  December 31, 2013

Due to EMC $ (66) $ (92
Due from EMC 55 93
Due to Pivotal (7) (22
Due from Pivotal 1 3
Due (to) from related parties, net $ (1ns (18)
Income tax payable due to EMC $ (139) $ (22)

Balances due to or from related parties, whichuarelated to tax obligations, are generally sefitbechsh within 60 days of each quarter-
end. The timing of the tax payments due to and fEdMC is governed by the tax sharing agreement BMC.

Notes Payable to EM(

In connection with our acquisition of AirWatch, wad EMC entered into a note exchange agreemergrarady 21, 2014 providing for t
issuance of three promissory notes in the aggregateipal amount of $1,500 . The total debt of5RD
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includes $450 that was exchanged for the $450 @sory note issued to EMC in April 2007, as ameratetirestated in June 2011.

The three notes issued may be prepaid without fjeaapremium, and outstanding principal is duglmnfollowing dates: $680 due May
1, 2018 , $550 due May 1, 2020 and $270 due Deceinl2922 . The notes bear interest, payable gqlartearrears, at the annual rate of
1.75% . During the three and nine months endedeBdr 30, 2014 , $7 and $18 , respectively, ofésteexpense was recognized. During the
three and nine months ended September 30, 201and$3 , respectively, of interest expense wasgrgzed.

By nature of EMC’s majority ownership of us, theamts we recorded for our intercompany transacticitts EMC may not be
considered arm’s length with an unrelated thirdypdrherefore the condensed consolidated finasté&Eements included herein may not
necessarily reflect our results of operations,rfaial position and cash flows had we engaged ih samsactions with an unrelated third party
during all periods presented. Accordingly, our dnigtal results should not be relied upon as arcatdr of our future performance as a stand-
alone company.

Liquidity and Capital Resources

At September 30, 2014 and 2013 , we held cash,a@sifalents and short-term investments as follows:

September 30,
2014 2013
Cash and cash equivalents $ 2,29: $ 2,26:
Short-term investments 4,801 3,57¢
Total cash, cash equivalents and short-term inverstsn $ 7,094 % 5,831

As of September 30, 2014 , we held a diversifiedfplio of money market funds and fixed income s@@s totaling $6,518 . Our fixed
income securities are denominated in U.S. Dollats@nsisted of highly liquid debt instrumentsto# tJ.S. government and its agencies, U.S
municipal obligations, and U.S. and foreign corpeebt securities. We limit the amount of our dstiteand international investments with
any single issuer and any single financial indtitutand also monitor the diversity of the portfolihereby diversifying the credit risk. As of
September 30, 2014 , our total cash, cash equisaderd short-term investments were $7,094 , of wii,954 was held outside the U.S. If
these overseas funds were needed for our operatidths U.S., we would be required to accrue anduh&. taxes on related undistributed
earnings to repatriate these funds. However, dentris to indefinitely reinvest our non-U.S. eags in our foreign operations and our current
plans do not demonstrate a need to repatriate théumd our U.S. operations.

We expect that cash generated by operations wiluogrimary source of liquidity. We also beliebat existing cash and cash equivale
together with any cash generated from operatiofidwisufficient to meet normal operating requiremsefor at least the next twelve months.
While we believe our existing cash and cash egeitaland cash to be generated by operations wéllifficient to meet our normal operating
requirements, our overall level of cash needs neaiyrpacted by the number and size of acquisitiongstments and stock repurchases. On
January 21, 2014 , in connection with our agreerteeatquire AirWatch, we and EMC entered into a&retchange agreement providing for
the issuance of three promissory notes in the ag¢eeprincipal amount of $1,500 . Please see b&owurther details regarding these
promissory notes. Should we require additionalitiiqy, we may seek to arrange debt financing oeemtto credit facilities.

Our cash flows summarized for the three and nineth®ended September 30, 2014 and 2013 were aw$oll

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

Net cash provided by (used in):
Operating activities $ 60€ $ 637 $ 1,768 % 1,84¢
Investing activities (377) (189) (2,439 (963)
Financing activities 4 (25) 65€ (237)

Net (decrease) increase in cash and cash equisalent $ 23¢ % 42z $ 12 $ 654

Operating Activities

Cash provided by operating activities decreasefiddyand $82 during the three and nine months eSdptember 30, 2014 from the three
and nine months ended September 30, 2013 , regplgcilhe decrease during the three and nine manttied September 30, 2014 was
primarily driven by a decrease in net income, cleaingdeferred taxes, and change in unearned
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revenues compared to the same periods in 2013 ddtrease was partially offset by the change ih botounts payable and income taxes
payable.

Investing Activities

Cash used in investing activities is generallyilaatable to the purchase of fixed income secutitiesiness acquisitions, and capital
expenditures. Cash provided by investing activiieslso impacted by the timing of purchases, satesmaturities of our available-for-sale
securities.

Cash used in investing activities increased duttiegthree and nine months ended September 30,&@0dgared to the same periods in
2013 primarily due to increases in purchases olae-for-sale securities partially offset by irases in sales of available-for-sale securities.
Additionally, cash used in investing activities ithgrthe nine months ended September 30, 2014 isedesignificantly as a result of our
acquisition of AirWatch during the first quarter214. The increase in restricted cash during the months ended September 30, 2014
primarily relates to amounts due to certain AirWadmployees, subject to achievement of certain eynpént conditions.

Financing Activities

Net cash provided by financing activities during three months ended September 30, 2014 changgquhoednto net cash used in
financing activities during the same period in 2@tBnarily as a result of the change in the repasehof our common stock. The notes payabl
exchange agreement we entered into with EMC in ection with our acquisition of AirWatch significdyincreased net cash provided by
financing activities during the nine months endegt®8mber 30, 2014 . The increase was partiallyebfig the change in the repurchase of our
common stock during the nine months ended SepteBthe&014 .

Notes Payable to EM(
As of September 30, 2014 , $1,500 remained outstgruh notes payable to EMC, with interest payajlarterly in arrears.

In connection with our acquisition of AirWatch, watered into a note exchange agreement with EM@anary 21, 2014 providing for
the issuance of three promissory notes in the ag¢geprincipal amount of $1,500 . The total det#b500 includes $450 that was exchanged
for the $450 promissory note issued to EMC in AR€iD7, as amended and restated in June 2011.

The three notes issued have the following princgmabunts and maturity dates: $680 due May 1, 2&B50 due May 1, 2020 and $270
due December 1, 2022 .

The notes bear interest at the annual rate of 1.75%rest is payable quarterly in arrears. Thiesianay be prepaid without penalty or
premium. We drew down on all three notes in lateuday 2014.

Critical Accounting Policies

Our condensed consolidated financial statementbaged on the selection and application of accogmiinciples generally accepted in
the United States of America that require us toenedtimates and assumptions about future everitaffeat the amounts reported in our
financial statements and the accompanying notdsré&events and their effects cannot be determingidcertainty. Therefore, the
determination of estimates requires the exercigedgfiment. Actual results could differ from thostimates, and any such differences may be
material to our financial statements. We belieat the critical accounting policies set forth witiiem 7 of our 2013 Annual Report on Form
10-K may involve a higher degree of judgment anthglexity in their application than our other sigoéint accounting policies and represent
the critical accounting policies used in the pragian of our financial statements. If different@sptions or conditions were to prevalil, the
results could be materially different from our reed results.

New Accounting Pronouncemen

During May 2014, the Financial Accounting StandaéBdsird (“FASB”) issued Accounting Standards UpdagsU") No. 2014-09,
Revenue from Contracts with Customers (Topic 606 updated revenue standard establishes prindgriescognizing revenue and develops
a common revenue standard for all industries. Ugmtoption, entities will be required to recognize &mount of revenue that they expect to be
entitled to for the transfer of promised goodsewies to their customers. The updated standafigstive for us in the first quarter of 2017
and permits the use of either the retrospectivauatulative effect transition method. Early adopti®mot permitted.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements, including, without limitaticstatements regarding: achieving
future business growth by building long-term redaships with our customers through the adoption of
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enterprise license agreements; our vision and ¢gpdenefits of the SDDC; expectations that cashsémck-based compensation will increase
in future periods; maintaining our industry leadhgpsposition; benefits of our products and serviesustomers; expectations that we will
grow our business from SaaS and professional =rfferings; increased cost of services reverthesecognition of unearned revenue; the
impact of our relationship with EMC Corporation @xes; acquisition accounting and the deductibdftgoodwill and identifiable intangible
assets for U.S. income tax purposes; the suffigiefiour liquidity and capital reserves to fund aperations and business strategy; our ability
to generate positive cash flows from operationsfiooation of our stock repurchase program; owaite tax rate and the effects of potential
developments in U.S. and non-U.S. tax jurisdictidagire amortization of definite-lived intangibjesur intent to indefinitely reinvest our
overseas earnings in our foreign operations; ttle ¢ a material adverse effect on us due to teelwtion of pending claims, legal proceedings
and investigations including the GSA and DOJ inggirand gains and losses associated with foreigercy fluctuations.

These forward-looking statements involve risks andertainties and the cautionary statements seit ftnove and those contained in the
section of this report entitled “Risk Factors” ii§nimportant factors that could cause actual lsso differ materially from those predicted in
any such forward-looking statements. We assumebtigation to, and do not currently intend to, ugdttese forward-looking statements.

Available Information

Our website is located at www.vmware.com, and ouestor relations website is located at http:Minvare.com. Our goal is to maintain
the Investor Relations website as a portal thraubith investors can easily find or navigate to iperit information about us, all of which is
made available free of charge, including:

e our annual report on Form 10-K, quarterly repam Form 10-Q, current reports on Forri{,8and any amendments to those report
soon as reasonably practicable after we electriyifile that material with or furnish it to the Berities and Exchange Commission
(“SEC”);

» announcements of investor conferences, speeciteavents at which our executives talk about ooalyrcts, services and competitive
strategies;

» webcasts of our quarterly earnings calls ankklio webcasts of investor conferences at whictegacutives appear (archives of these
events are also available for a limited time);

» additional information on financial metrics, lnding reconciliations of noGAAP financial measures discussed in our preseamstic
the nearest comparable GAAP measure;

e press releases on quarterly earnings, productemite announcements, legal developments and atterral news

e corporate governance information including centificate of incorporation, bylaws, corporate gamance guidelines, board committee
charters, business conduct guidelines (which cites our code of business conduct and ethicsptrat governanceelated policies

« other news, blogs and announcements that we mayrpostime to time that investors might find udefu interesting; an
e opportunities to sign up for email alerts and R&&I6 to have information pushed in real t

The information found on our website is not partaofd is not incorporated by reference into, thiary other report we file with, or
furnish to, the SEC.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

There were no material changes to our market sipb®ures in the nine months ended September 3@,.28de Part Il, Item 7A,
“Quantitative and Qualitative Disclosures About KetrRisk” of our 2013 Annual Report on Form 10-K &detailed discussion of our market
risk exposures.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by the Exglahct, under the supervision and with the paréitign of our principal executive
officer and principal financial officer, of the efftiveness of the design and operation of ourasek controls and procedures, as defined in
Rule 13a-15(e) of the Exchange Act, as of the drileoperiod covered by this report. Based oneliuation, our principal executive officer
and principal financial officer concluded that,cighe end of the period covered by this report,disclosure controls and procedures were
effective to provide reasonable assurance thatrirdon required to be disclosed by us in the respibiat we file or submit under the Exchange
Act is recorded, processed,
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summarized and reported within the time periodgi§ipe in the Securities and Exchange Commissiomas and forms and to provide
reasonable assurance that such information is adetsd and communicated to our management, inajudlim principal executive officer and
principal financial officer, as appropriate to alldimely decisions regarding required disclosures.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control éwancial reporting during the most recent fiscaher ended September 30, 2014 that
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

Limitations on Controls

Our disclosure controls and procedures and intexmarol over financial reporting are designed tovide reasonable assurance of
achieving their objectives as specified above. Man@ent does not expect, however, that our disatosomtrols and procedures or our internal
control over financial reporting will prevent ortdet all errors and fraud. Any control system, ratter how well designed and operated, is
based upon certain assumptions and can providereaspnable, not absolute, assurance that itstadgisavill be met. Further, no evaluation
controls can provide absolute assurance that resseants due to error or fraud will not occur orttldcontrol issues and instances of fraud, if
any, within the Company have been detected.
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PART Il
OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

See Note | to the condensed consolidated finastasments in Part |, Iltem 1 of this Quarterly Répa Form 10-Q for a description of
legal proceedings. See also the risk factor edtit¥¢e may become involved in litigation and regatgtinquiries and proceedings that could
negatively affect us” in Part Il, ltem 1A of thisu@rterly Report on Form 10-Q for a discussion deptal risks to our results of operations anc
financial condition that may arise from legal predmgs.

ITEM 1A. RISK FACTORS

The risk factors that appear below could materiaffgct our business, financial condition and rissaf operations. The risks and
uncertainties described below are not the onlysreskd uncertainties facing us. Our business issalbject to general risks and uncertainties
affect many other companies.

Risks Related to Our Business

As the market for our computer virtualization prodts has matured, we have been increasingly develggind marketing products an
services targeted toward the delivery, management automation of information technology‘IT”) infrastructure, platforms and services
through cloud-based solutions. If businesses do fintl our cloud computing solutions compelling, ouevenue growth and operating
margins may decline.

Our products and services are based on computaahaation and related technologies that have ariignbeen used for virtualizing on-
premises data centers. As the market for data ceintealization has matured, we have increasimijfgcted our product development and
marketing toward products and services that enalBaesses to utilize virtualization as the fourmtafor cloudbased computing, managen
and automation of the delivery of IT resources,-aser computing and Infrastructure as a serviaa@I') offerings including hybrid cloud
services. Our success depends on organizationguaralistomers perceiving technological and opeanatibenefits and cost savings associate
with the increasing adoption of our virtualizatibased infrastructure and management solutionddadacomputing, hybrid cloud services and
end-user computing. As the market for our dataerenttualization products mature and the scaleusfbusiness increases, it may be difficult
to maintain previous rates of growth in our prodsades. In addition, to the extent that our nev@ud computing infrastructure management
and automation, or software-defined data cented[Y6”), solutions, end-user computing, and hybriolucl solutions are adopted more slowly
or less comprehensively than we expect, our revgnueth rates may slow materially or our revenue mecline substantially.

The large majority of our revenues have come fromr @ata center virtualization products including adlagship VMware vSphere product
line. Decreases in demand for our data center vatization products could adversely affect our reubf operations and financial conditiol

The large majority of our revenues have come fromdata center virtualization products. Although seatinue to develop other
applications for our virtualization technology swahour end-user computing products and hybriddcsmuvices and expand our offerings into
related areas, we expect that our data centemlization products and related enhancements ancdeg will constitute a majority of our
revenue for the foreseeable future. Declines anidvidity in demand for our data center virtualipat products could occur as a result of:

e improved products or product versions being offdrgadompetitors in our marke
e competitive pricing pressurt

» failure to timely execute and implement our proidstrategy, which could lead to quality issuategration issues with ecosystem
partners, and difficulties in creating and markgtsuites of interoperable solutions;

» failure to release new or enhanced versions oflata center virtualization products on a timelyifasr at all

» technological change that we are unable to addréth our data center virtualization productshat changes the way enterprises
utilize our products; and

» general economic conditiol

Also, as more and more businesses achieve thelazdtion of their data centers and other IT fumes, the market for our VMware
vSphere product line may become saturated. If Wédfégntroduce compelling new features in futurguades to our VMware vSphere product
line, develop new applications for our virtualizatitechnology or provide product suites based erMiliware vSphere platform that address
customer requirements for integration, automatiwh management of their IT systems, demand for VMw&phere may decline.
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Due to our product concentration, our businessnfiial condition, results of operations, and céshd would therefore be adversely
affected by a decline in demand for our data cevitaralization products.

Our new product and technology initiatives subjers to additional business, legal and competitiveks.

Over the last several years, we have introducedpmreduct and technology initiatives that aim todeage our virtualization infrastructure
software products into the emerging areas of ctmrdputing and end-user computing as alternativéise@rovisioning of physical computing
resources.

One of VMware’s core strategies is to deliver thvgare-defined data center. In 2010, we introdutedfirst of our vCenter and vCloud
products, which we combined in 2011 with our vStiggcurity product line to create our Cloud Infrasture and Management (“CIM”) Suite
offering. In 2012, we delivered the vCloud Suitéjeh delivers a comprehensive suite for cloud catingun a single SKU with simplified
licensing.

In 2012, we acquired two companies that further&tiwdre’s SDDC strategy - Dynamic Ops, a provideclofid automation solutions that
enable provisioning and management of IT servicessa heterogeneous environments, and Nicira, elajger of software-defined networking
and a leader in network virtualization for openrseunitiatives. In 2013, we acquired Virsto Softe/aa developer of software that optimizes
storage performance and utilization in virtual eamments.

We also continue to expand and enhance our endzasgyuting offerings, such as VMware View and Hori5Suite, a solution that
provides end users with a single place to get adeetheir applications, data and desktops andsdivVe single management console to manac
entitlements, policies and security. In 2012, wguaed Wanova, a leading provider of intelligenskiep solutions that centralize and simplify
the management of physical desktop images whilblgmausers to take advantage of the native perdioica of a PC. In 2013, we acquired
Desktone, a leader in the Desktop-as-a-Serviceespac

In the second quarter of 2013, we introduced obrridycloud service called vCloud Air (formerly, \dtid Hybrid Service). vCloud Air is
designed to deliver a public cloud as a serviceroff that is interoperable with our customerssérg VMware virtualized infrastructure,
enabling customers to extend the same skills, toelsvorking and security models across both omafse and off-premise environments. We
are currently making significant investments in@eping and introducing new technologies and prodtferings related to our SDDC, vCla
Air and end user and mobile computing initiatives.

In the first quarter of 2014, we acquired AirWataHeader in enterprise mobility management andrégcsolutions. The acquisition of
AirWatch expands our portfolio of mobile solutionghin the enterprise mobility and security spdoethe third quarter of 2014, we announ
that we had entered into a joint venture with thé&t&nk Group to expand our vCloud Air service dpan.

The expansion of our offerings to deliver the SDRAgress IT management and automation, and enbanend-user computing
capabilities and our hybrid cloud offerings sulgaes to additional risks, such as the following:

* These initiatives may present new and diffitetthnological challenges. Significant investmenitslve required to acquire and
develop solutions to those challenges. Customeysama@ose not to adopt our new product or serviferiogs and we may be unable
to recoup or realize a reasonable return on owgsiments.

» Some of our new initiatives are hosted by tipiadties whom we do not control but whose failurerevent service disruptions, or
other failures or breaches may require us to isseits or refunds or indemnify or otherwise bélkato customers or third parties for
damages that may occur. Any transition of our sexwifrom a third party hosting service to our owtaccenters would also entail a
risk of service disruption during a transition. Wiay be subject to claims if customers of theseisewfferings experience service
disruptions or failures, security breaches, dagade or other quality issues.

» The success of these new offerings depends tlygocooperation of hardware, software and clouditng@sendors to ensure
interoperability with our products and offer comipl products and services to end users. If waiaable to obtain such cooperation,
it may be difficult and more costly for us to achédunctionality and service levels that would make new products and services
attractive to end users.

*  We will need to develop and implement approprig-to-market strategies and train our sales fiorceder to effectively market
offerings in product categories in which we mayéass experience than our competitors. Accordjregigl users could choose
competing products and services over ours, eveuctii offerings are less advanced than ours.

» Ourincreasing focus on developing and markeffingmanagement and automation and laaS (includifigvare-defined networking
and vCloud Air), offerings that enable customersansform their IT systems will require a gredterus on marketing and selling
product suites and more holistic solutions, rathan selling on a product-yroduct basis. Consequently, we will need to dgvelea
strategies for marketing and selling our offerinys,
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customers’ purchasing decisions may become morgleorand require additional levels of approval #melduration of sales cycles
for our offerings may increase.

*  We will need to develop appropriate pricing &eges for our new product initiatives. For examiléas frequently been challenging
for software companies to derive significant revestreams from open source projects, such asreftaur offerings. Additionally,
in some cases our new product initiatives are pegdd on converting free and trial users to pagimgomers of the premium tiers of
these services, and therefore we must maintaifffigisat conversion ratio for such services to befipable. Also, certain of our new
product initiatives have a subscription model. Waymot be able to accurately predict subscripterewal rates or their impact on
results, and because revenue is recognized fasesuices over the term of the subscription, dowrgwr upturns in sales may not be
immediately reflected in our results.

» The success of vCloud Air will be dependentlmmfinal global implementation of the offering amailding successful go-to-market
strategies. We will need to build sales expertisiafrastructure to support the new offering. Tiybrid cloud offering involves
significant risk and may not be accepted by custenteurther, this offering may lead our team touezdthe time spent on selling our
existing product portfolio, which could have a miatknegative impact on revenues.

 As we expand our laaS and SaaS offerings ghpbatt may rely more upon joint ventures with essd@d providers of IT products
and services in particular regions, such as out p@nture with the Softbank Group to expand ouliou@ Air hybrid cloud service to
Japan. Joint ventures require close ongoing cotiperand commitments from the joint venture parsnand the willingness to devote
adequate resources as required. If we are unablenttnue our strategic alignment with joint vemtpartners or obtain the coopera
and commitments we are relying upon, our abilitgicecessfully expand our laaS and Saa$S offerirasatiy will diminish.

e Our new products and services may compete Vfirings from companies who are members of our g and technology partner
ecosystem. Consequently, we may find it more diffito continue to work together productively ohert projects, and the advantages
we derive from our ecosystem could diminish.

e The cloud computing and virtualized end-user potimg industries are in early stages of develognt@ther companies seeking to
enter and develop competing standards for the aoutputing space, such as Microsoft, IBM, Oraclep@e, Amazon and Cisco,
and the endiser computing space, such as Citrix and Microseafte introduced or are likely to introduce theinanitiatives that ma
compete with or not be compatible with our cloud and-user computing initiatives which could litie degree to which other
vendors develop products and services around éerirfs and end users adopt our platforms.

« Emerging IT sectors, such as those within |&& frequently subject to a “first mover” effectrpuant to which certain product and
service offerings can rapidly capture a signifigaoittion of market share and developer attentidwer&fore, if competitive product a
service offerings in these sectors gain broad aolofefore ours, it may be difficult for us to dispe such offerings regardless of the
comparative technical merit, efficacy or cost of ptoducts and services.

» Developing and launching new technologies in ae@as, as we are doing with our VMware NSX virtugtiworking, Virtual SAN
virtual storage and vCloud Air initiatives, reqursignificant investments of resources and ofteailsrgreater risk than incremental
investments in existing industries. If these inmestts are not successful, our rate of growth malirdeor reverse and our operating
results will be negatively affected.

» Marketing and selling new technologies to enisgs requires significant investment of time agsburces in order to educate
customers on the benefits of our new product affgri These investments can be costly and the additeffort required to educate
both customers and our own sales force can dign@uttheir efforts to sell existing products armhsces.

As our vSphere-related products continue to matwrefuture revenue growth is increasingly depehdarrevenue from our new product
and technology offerings. Our newer initiatives nbayless profitable than our established prodiactd,we may not be successful enough in
these newer activities to recoup our investmenthem. If any of these risks were to occur, it doddmage our reputation, limit our growth .
negatively affect our operating results.

Our vCloud Air offering relies upon a number of thd-party providers for data center space, equipmeantintenance and other colocation
services, and the loss of, or problems with, onarmre of these providers may impede the growth wf wCloud Air offerings, adversel
impact our plans to expand the service and damage reputation.

We launched our vCloud Air cloud service offering2013 in the United States and announced plaeggand the services globally. Our
vCloud Air offerings rely upon third-party provideto supply data center space, equipment mainteramt other colocation services. While
we have entered into various agreements for theelefidata center space, equipment
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maintenance and other services, third parties dailltb live up to the contractual obligations endhose agreements. For example, a data
center landlord may fail to adequately maintairfatslities or provide an appropriate data centéraistructure for which it is responsible. If ti
were to happen, our ability to deliver servicekeaels acceptable to our customers and at levatsith have committed to could be impaired.
Additionally, if the third parties that we rely @ fail to deliver on their obligations, our reptida could be damaged, our customers could
confidence in us, and our ability to maintain ardand our vCloud Air offerings would be impaired.

Ongoing uncertainty regarding global economic cotidns and the stability of regional financial marlks may reduce information
technology spending below current expectations d@hdrefore adversely impact our revenues, impede-aadr adoption of new products al
services and product and service upgrades, and eshlg impact our competitive positio

Our business depends on the overall demand fomiration technology and on the economic health ofcourent and prospective
customers. The purchase of our products and seridagten discretionary and may involve a sigmaifitcommitment of capital and other
resources. Weak economic conditions or significentertainty regarding the stability of financialnkets could adversely impact our business
financial condition and results of operations imumnber of ways, including by lengthening sales eycaffecting the size of enterprise license
agreements (“ELAS”") that customers will commititeducing the level of our non-ELA transactionaksalowering prices for our products and
services, reducing unit sales and reducing theafadeloption of our products and services by nestamers and the willingness of current
customers to purchase upgrades to our existinguptednd services. For example, a recurrence cfdbhereign debt crisis in Europe or that
region's failure to recover from recession wouletdten to suppress demand and our customers’ aocersslit in that region, which is an
important market for our products and services.if\aklly, in response to sustained economic udety, many national and local
governments that are current or prospective cug®ioe our products and services, including the.te8eral government, have made, or
threatened to make, significant spending cutbadkisiwcould reduce the amount of government spenaliind” and the potential demand for
our products and services from the government secto

Regional economic uncertainty can also result imega and ongoing tightening in the credit markletser levels of liquidity, increases in
the rates of default and bankruptcy and significentatility in the credit, equity and fixed incomearkets. As a result, current or potential
customers may be unable to fund software purchadesh could cause them to delay, decrease or tancehases of our products and
services. Even if customers are willing to purchaseproducts and services, if they do not meeftcoedit requirements, we may not be able tc
record accounts receivable or unearned revenuscognize revenues from these customers until wevepayment, which could adversely
affect the amount of revenues we are able to rézedn a particular period.

In addition, although we plan to continue makinmgtggic investments in our business, many of oorpeditors have significantly greater
financial, technical and other resources than weadd if the economic recovery is anemic or notaned, they may be better positioned to
continue investment in competitive technologies.

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

The virtualization, cloud computing, end-user cotmmand software-defined data center industriesraer-related and rapidly evolving.
We experienced increased competition during 20tBexipect it to remain intense going forward. Faragle, Microsoft continues to make
incremental improvements to its virtual infrasturet and virtual management products and is expdotezglease updated versions of its Hyper
V virtualization product. In September 2012, Miatisoegan shipping Windows Server 2012, which idelua more advanced version of its
Hyper-V virtualization product which continues jigsh into the virtualization space, its System €e2012 bundle of management products
targeted at legacy and virtual environments and it offering for smaller businesses. Microsoftabsfers laaS capabilities in Azure with a
similar hybrid cloud message. We also face conipatftom other companies that have announced a auoftnew product initiatives,
alliances and consolidation efforts. For exampl&jCSystems continues to enhance its end-usditdesnd mobility offerings and their
networking and cloud platform offerings. IBM, Goegind Amazon have existing cloud computing offesiagd announced new cloud
computing initiatives. For example, Amazon releabeir Workspaces offering for the DaaS space. #althlly, Red Hat has released
commercial versions of Linux that have virtualipaticapabilities as part of the Linux kernel (“KVMand has also announced plans for cloud
computing products. Other companies have indictiteid intention to expand offerings of virtual mgeanent and cloud computing solutions
as well. Additionally, our hybrid cloud computinffering, which allows enterprises to pool interaad external IT resources running on a
common vSphere infrastructure, competes with logt-poiblic cloud infrastructure offerings such asa&won EC2 and Google Compute
Engine. Enterprises and service providers havesilewn significant interest in building their owlowds based on open source projects su
OpenStack.

Following our acquisition of Nicira and the resntfirelease of our NSX product, a number of compstihave announced softwatefinec
networking offerings. For example, Cisco has angedrits Application Centric Infrastructure initiei
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We believe that the key competitive factors invh&ualization and cloud computing spaces include:
» the level of reliability, security and new functadity of product offerings
» the ability to provide comprehensive and scalablet®ns, including management and security cajieds|

» the ability to offer products and services thapport multiple hardware platforms, operating eyst, applications and application
development frameworks;

» the ability to deliver an intuitive end-user exignce for accessing data, applications and ssiom a wide variety of end-user
devices;

» the ability to effectively run traditional IT apphtions and emerging applicatic

» the proven track record of formulating and delimgra roadmap of virtualization and cloud computiagabilities
» the ability to attract and preserve a large instabbase of custome

» pricing of products and services, individually andundles

» the ability to attract and preserve a large nunob@pplication developers to develop to a giverudlecosyster

» the ability to create and maintain partneringagunities with hardware vendors, infrastructuwégare vendors and cloud service
providers;

» the ability to develop robust indirect sales chasirenc
» the ability to attract and retain cloud, virtuatipa and systems experts as key emplo

Existing and future competitors may introduce prddwand services in the same areas we serve oditdeserve, and competing products
and services may have better performance, loweegrbetter functionality and broader acceptanae tlur products and services. Our
competitors may also add features to their viraadion, end-user and cloud computing products aintd features that presently differentiate
our product offerings from theirs. Many of our @mnt or potential competitors also have longer dpegaiistories, greater name recognition,
larger customer bases and significantly greataniaml, technical, sales, marketing and other ressuthan we do. This competition could
result in increased pricing pressure and salesvarleting expenses, thereby materially reducingoperating margins, and could also preven
our new products and services from gaining marke¢ptance, thereby harming our ability to increaseausing us to lose, market share.
Increased competition also may prevent us fromrigmngfénto or renewing service contracts on termsilgir to those that we currently offer and
may cause the length of our sales cycle to increfdditionally, some of our competitors and potahtiompetitors supply a wide variety of
products and services to, and have well-establisflationships with, our current and prospective esers. For example, small to medium
sized businesses and companies in emerging mahiagtare evaluating the adoption of virtualizatlmsed technologies and solutions may be
inclined to consider Microsoft solutions becauséheir existing use of Windows and Office produ&eme of these competitors have in the
past and may in the future take advantage of thégting relationships to engage in business prastihat make our products and services les
attractive to our end users. Other competitors hiavieed or denied support for their applicationsiming in VMware virtualization
environments. These distribution, licensing andpsuprestrictions, as well as other business astthat may be adopted in the future by our
competitors, could materially impact our prospeetrardless of the merits of our products and sesvim addition, competitors with existing
relationships with our current or prospective esdra could in the future integrate competitive téljiiges into their existing products and
services and make them available without additicharge. For example, Oracle provides free serveralization software intended to supg
Oracle and non-Oracle applications, and Microsfiire its own server virtualization software packdgvith its Windows Server product and
offers built-in virtualization in the client versiof Windows. As a result, existing VMware customeray elect to use products that are
perceived to be “free” or “very low cost” insteafdpurchasing VMware products and services for cegplications where they do not believe
that more advanced and robust capabilities aranesjuCompetitors may also leverage open sourdentdogies to offer zero or low cost
products and services capable of putting pricireggure on our own product offerings. By engaginguich business practices, our competitor:
can diminish competitive advantages we may podseswentivizing end users to choose productsldwk some of the technical advantage
our own offerings. In addition, even if customérsifour products and services to be technicallysop, they may choose to employ a
multiple-vendor” strategy, where they purposely deploy multiple veadn their environment in order to prevent ang @andor from gaining
too much control over their IT operations.

We also face potential competition from our parsn&ior example, third parties currently selling ptoducts and services could build and
market their own competing products and servicenanket competing products and services of othedwes. If we are unable to compete
effectively, our growth and our ability to sell pitacts and services at profitable margins could bterially and adversely affected, which ca
materially and adversely impact our financial coiodi and results of operations.
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Industry alliances or consolidation may result im¢reased competitior

Some of our competitors have made acquisitionseateted into or extended partnerships or othetegfi@relationships to offer more
comprehensive virtualization and cloud computinigithons than they individually had offered. Citi$ystems continues to invest in desktop
virtualization marketing by continuing its collalagion with Microsoft and has acquired smaller ptayiike Zenprise, Virtual Computer and
Framehawk. IBM acquired SoftLayer to increase thaia center footprint and grow their cloud bussndsoreover, information technology
companies are increasingly seeking to deliver tapdttom IT solutions to end users that combinerpnise-level hardware and software
solutions to provide an alternative to our virtmation platform. For example, Oracle offers intégadshardware and software virtualization
solutions, and Microsoft and Hewlett-Packard cargitheir collaboration based on Microssftloud computing and virtualization platforms
addition, Citrix offers an laaS cloud services $ioly, and Red Hat continues to invest in the Op@tuslization Alliance (“OVA”) to bolster
KVM as a direct competitor to VMware vSphere. A rhenof competitors are active in the emerging safeadefined networking space. For
example, in 2013, Cisco acquired Insieme, and &urdpquired Contrail Systems in late 2012. In RO, Oracle and Microsoft entered in
partnership pursuant to which Oracle now suppbeaise of Oracle products in Microsoft Hyper-V adgphents as well as Windows Azure. In
July 2014, Cisco and Microsoft announced an imiteato integrate Cisco data center solutions amdarking switches with Microsoft cloud
offerings and to jointly market and sell their da&nter and hybrid cloud solutions. In Septemb@t42 Cisco and RedHat announced a new
integrated infrastructure solution for OpenStackduhcloud deployments. In addition, the compani@®anced an expansion of their
relationship, accelerating collaboration around itgiack, Application Centric Infrastructure and toteud. We expect these trends to continut
as companies attempt to strengthen or maintain plesitions in the evolving virtualization infrastture and enterprise IT solutions industry.
Many of the companies driving this trend have digantly greater financial, technical and otherowses than we do and may be better
positioned to acquire and offer complementary petgland technologies. The companies and alliaresesting from these possible
combinations may create more compelling productsamdice offerings and be able to offer greatecipg flexibility than we can or may
engage in business practices that make it morewdiffor us to compete effectively, including dretbasis of price, sales and marketing
programs (such as providing greater incentivesitacchannel partners to sell a competitor’'s produeghnology or product functionality. This
competition could result in a substantial lossudtomers or a reduction in our revenues, whichccmaterially and adversely impact our
financial condition and results of operations.

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 virtualization, cloud computing, end-user cotipuand SDDC industries are characterized by rggutinological changes, changing
customer needs, frequent new software productdotiions and evolving industry standards. The thition of third-party solutions
embodying new technologies and the emergence ofimdwstry standards could make our existing andréusoftware solutions obsolete and
unmarketable. Cloud computing is proving to besaugitive technology that will alter the way thaslmesses consume, manage and provide
physical IT resources, applications, data and IVises. We may not be able to establish or sustairthought leadership in the cloud
computing and enterprise software fields, and astamers may not view our products and servicésrawative and best-of-breed, which
could result in a reduction in market share andimaiility to command a pricing premium over conifaetproducts and services. We may not
be able to develop updated products and servieekéep pace with technological developments aretgimg industry standards and that
address the increasingly sophisticated needs ofumtomers or that interoperate with new or updapetating systems and hardware devices
or certify our products and services to work whbge systems and devices. As a result, we mayeralble to accurately predict the lifecycle of
our software solutions, and they may become olsdbletore we receive the amount of revenues thantieipate from them. There is no
assurance that any of our new offerings would leepied in the marketplace. Significant reductionsarver-related costs or the rise of more
efficient infrastructure management software cali affect demand for our software solutions. Asltvare and processors become more
powerful, we will have to adapt our product andvier offerings to take advantage of the increasguhbilities. For example, while the
introduction of more powerful servers presents gpootunity for us to provide better products for customers, the migration of servers to
microprocessors with an increasing number of migltqmres also allows an end user with a given nuroblicensed copies of our software to
multiply the number of virtualization machines noer server socket without having to purchase amttitilicenses from us. If we are unable to
revise our solutions and offerings in responseeto technological developments, our ability to netai increase market share and revenues in
the virtualization software space could be matiyridiversely affected.

Our operating results may fluctuate significantlyvhich makes our future results difficult to prediend may result in our operating results
falling below expectations or our guidance and cauthe price of our Class A common stock to decli

Our operating results may fluctuate due to a waéfactors, many of which are outside of our cohtAs a result, comparing our
operating results on a period-to-period basis n@ybe meaningful. Our past results should not bedeipon as an indication of our future
performance. In addition, a significant portionoofr quarterly sales typically occurs during the
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last month of the quarter, which generally reflextstomer buying patterns for enterprise technaldgya result, our quarterly operating res
are difficult to predict even in the near termolfr revenues or operating results fall below theeetations of investors or securities analysts o
below any guidance we may provide to the marketptfice of our Class A common stock would likelglitee substantially.

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

* general economic conditions in our domestic iatelnational markets and the effect that theselitioms have on our customers’
capital budgets and the availability of funding $oftware purchases;

» fluctuations in demand, adoption rates, sales syatel pricing levels for our products and serv
« fluctuations in foreign currency exchange re
» changes in customeinsudgets for information technology purchases arttiértiming of their purchasing decisic

« the timing of recognizing revenues in any givenrtgrawhich, as a result of software revenue reitmgnpolicies, can be affected b
number of factors, including product announcemereta programs and product promotions that carecasy&nue recognition of
certain orders to be deferred until future prodtetehich customers are entitled become available;

» the sale of our products and services in the tirmmés we anticipate, including the number andaizgders in each quart

e our ability to develop, introduce and ship itiraely manner new products and services and enhatts that meet customer demand
certification requirements and technical requiretsien

» the introduction of new pricing and packaging medel our product offering
» the timing of the announcement or release of upggad new products and services by us or by oupetitors

» our ability to maintain scalable internal systemsreporting, order processing, license fulfilmgmioduct delivery, purchasing, billi
and general accounting, among other functions;

» our ability to control costs, including our opergtiexpense

» changes to our effective tax r

» the increasing scale of our business and its effiectur ability to maintain historical rates of gth;

« our ability to attract and retain highly skilled ployees, particularly those with relevant expereemcsoftware development and se
e our ability to conform to emerging industry stardtaand to technological developments by our congrstand customel

* renewal rates and the amounts of the renewalslféisE&s original ELA terms expir

« the timing and amount of software developmeststhat may be capitalized beginning when teclgicdt feasibility has been
established and ending when the product is avaifavigeneral release;

« unplanned events that could affect market peimef the quality or costffectiveness of our products and solutions;
» the recoverability of benefits from goodwill andjatred intangible assets, and the potential impaitnof these asse

The failure by customers to renew large license egment transactions on a satisfactory basis coulatenially adversely affect our busines
financial condition, operating results and cash filo

Our core customers are large enterprises with rgali enterprise license agreements, each of vilmaiives substantial aggregate fee
amounts. The failure to renew those transactionisarfuture, or to replace those enterprise licegeements with new transactions of similar
scope, on terms that are commercially attractivastoould materially adversely affect our businéeancial condition, operating results and
cash flow.

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

Developing our products and services is expens§ivg.investment in research and development mayesott in marketable products or
services or may result in products and servicestétka longer to generate revenues, or may genlesgaevenues, than we anticipate. Our
research and development expenses were approxyn228 of our total revenues during the first ninemtis of 2014 and approximately 21%
in the fiscal year 2013 . Our future plans inclgdgnificant
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investments in software research and developmehtedated product opportunities. We believe thamuest continue to dedicate a significant
amount of resources to our research and developsfifants to maintain our competitive position. Hoxge, we may not receive significant
revenues from these investments for several ydasall.

Our products and services are sold using ELAs ahdough our transactional business, and this stratemay not drive long-term sales and
revenue growth.

We sell our products and services through two piymaeans, which we refer to as our ELA and our Ba#, or transactional, sales.

ELAs are comprehensive long-term license agreentkatgprovide for multi-year maintenance and suppod constitute an increasing
percentage of total overall sales. In recent psti@8% to 40% of our overall sales each quartee lien comprised of ELAS. These are
generally larger size transactions, typically dnivey our direct sales force and are primarily ative to our larger enterprise customers.

Transactional sales, in contrast, tend to be smiallgcope, shorter in duration with a standard-ye® maintenance term, and are
principally driven by our sales channel partnerisidiically, they have represented two-thirds te#iquarters of our overall sales.

During 2013, we expanded the sales of productsustech as our vCloud suite, that integrate adwhnt@nagement and automation
features with our vSphere cloud infrastructurefptat and which are primarily sold through ELAs. \Waieve that ELAS help us grow our
business by building long-term relationships withr enterprise customers.

Although our year-over-year growth rates for oviesales and ELA sales both increased in 2013 comdpiar 2012, the year-over-year
growth rate for our transactional sales decline#ih3 compared to 2012. Although the growth rateofo transactional business has increase
during 2014, as we develop and add new productandce capabilities to our higher-end productrirfigs, and as our ELA volume continues
to grow, we may not be successful in our strategpdrease the value of the products and servdstisrough the transactional business.
Consequently, we may not be able to increase salames in our transactional business or help@ttraw customers to our product ecosys
with our enhanced product features and capabilities

If our overall go-to-market strategy is not sucé@s®ur growth rates may decline further, and business, financial condition and results
of operations could be materially adversely affdcte

Our sales cycles can be long and unpredictable, sales efforts require considerable time and expersnd timing of sales is subject to
changing purchasing behaviors of our customers. &sesult, our sales are difficult to predict and maary substantially from quarter to
quarter, which may cause our operating results todtuate significantly.

The timing of our revenues is difficult to predi€ur sales efforts involve educating our custonadieut the use and benefit of our prod
and services, including their technical capabaitigotential cost savings to an organization avduatdiges compared to loweost products an
services offered by our competitors. Customersclfyi undertake a significant evaluation process tas in the past resulted in a lengthy <
cycle which typically lasts several months, and Ha&y a year or longer. We spend substantial teffert and money on our sales efforts
without any assurance that our efforts will prodaog sales. In addition, product and service puesare frequently subject to budget
constraints, economic conditions, multiple appreyahd unplanned administrative, processing anet atblays. Moreover, the greater number
of competitive alternatives, as well as announcdsiey our competitors that they intend to introdaocmpetitive alternatives at some point in
the future, can lengthen customer procurement sychkuse us to spend additional time and resotoaucate end users on the advantages
our product and service offerings and delay produact service sales. Economic downturns and unogrtean also cause customers to add
layers to their internal purchase approval processdding further time to a sales cycle. Additibnas we sell more products and services to
domestic and foreign governments, we may encolengthier sales cycles, complicated budgeting meses and complex procurement
regulations. These factors can have a particulpagnon the timing and length of our ELA sales egand our overall sales during any
particular fiscal period may have greater varispiis a greater portion of our sales is made itdiELAS.

Additionally, our quarterly sales have historicaldflected an uneven pattern in which a dispropoete percentage of a quarter’s total
sales occur in the last month, weeks and daysabf @aarter. Similarly, our yearly sales have histily reflected a disproportionate percent
of the year’s sales in the fourth fiscal quartdre3e patterns make prediction of revenues, earaimgjsvorking capital for each financial period
especially difficult and uncertain and increaseribk of unanticipated variations in financial cérah and results of operations. We believe
uneven sales pattern is a result of many factaisiding the following:

» the tendency of customers to wait until late iruanter to commit to a purchase in the hope of abtgimore favorable pricin
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» the fourth quarter influence of customers spegdheir remaining capital budget authorizatiormptdo new budget constraints in the
following year; and

» seasonal influences, such as holiday or vacaticogs

If sales expected from specific customers for éi@#ar quarter are not realized in that quarteatoall, our results could fall short of puk
expectations and our business, financial condaiath results of operations could be materially asklgraffected.

We are dependent on our management and our key tigwreent personnel, and the loss of key personnelymeevent us from implementing
our business plan in a timely manner.

Our success depends largely upon the continueétssref our existing management. We are also satisig dependent on the continued
service of our key development personnel for prodnd service innovation and timely development @gld/ery of upgrades and
enhancements to our existing products and servidesmarket for expert software developers uponmwhe rely has become increasingly
competitive. We generally do not have employmenta-compete agreements with our existing managearatevelopment personnel, and,
therefore, they could terminate their employmernhwis at any time without penalty and could pumsemployment opportunities with any of
our competitors. Changes to management and keyogagsd can also lead to additional unplanned lasfSlesy employees. The loss of key
employees could seriously harm our ability to reéeaew products and services on a timely basisamd significantly help our competitors.

Because competition for our target employees igitge, we may not be able to attract and retain liighly skilled employees we need
support our planned growth, and our compensatiorpexses may increas

To execute on our strategy, we must continue tactand retain highly qualified personnel. Contpmiifor these personnel is intense,
especially for senior sales executives and engineith high levels of experience in designing ardeadoping software. We may not be
successful in attracting and retaining qualifiedspanel. We have from time to time in the past e®peed, and we expect to continue to
experience in the future, difficulty in hiring anetaining highly skilled employees with approprigtelifications. Many of the companies with
which we compete for experienced personnel havatgreesources than we have. Research and devealbpersonnel are also aggressively
recruited by startup and emerging growth companmwbg;h are especially active in many of the techhéweas and geographic regions in whicl
we conduct product and service development. Intexhdiin making employment decisions, particulanyhe high-technology industry, job
candidates often consider the value of the stodeth@ompensation they are to receive in conneutitintheir employment. Declines in the
value of our stock could adversely affect our &piid attract or retain key employees and resul@neased employee compensation expense:
If we fail to attract new personnel or fail to retand motivate our current personnel, our busiaessfuture growth prospects could be sev¢
harmed.

Our success depends upon our ability to develop peaducts and services, integrate acquired produatsl services, enhance our existing
products and services and develop appropriate besgand pricing model:

If we are unable to develop new products and sesyititegrate acquired products and services, egtamd improve our products and
support services in a timely manner, or positioprice our products and services to meet markeaddncustomers may not buy new softwar:
licenses from us, update to new versions of ounsoe or renew product support. In addition, infation technology standards from both
consortia and formal standards-setting forums dsasale facto marketplace standards are rapidijveng. We cannot provide any assurance
that the standards on which we choose to develappneducts and services will allow us to compefeatively for business opportunities in
emerging areas such as cloud computing.

New product and service development and introdadtiolve a significant commitment of time and nesies and is subject to a number
of risks and challenges including:

* managing the length of the development cyclenfw products and services and product and seewnliancements, which has
frequently been longer than we originally expected,;

» increasing complexity of our product offeringsvae introduce product suites such as our vClout Suhich can significantly
increase the development time and effort necedsaaghieve the interoperability of product suitenpmnents while maintaining
product quality;

» growth rates of our emerging products and sesvinay be negatively impacted despite their teehmerit by the need to package
such products and services in more complex proslitg offerings that require more time for customealuation and purchase
decisions;

* managing customergansitions to new products and services, whichreault in delays in their purchasing decisi
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» adapting to emerging and evolving industry stanslartt] to technological developments by our congrstind custome
e entering into new or unproven markets with whichhaee limited experienc
* reacting to trends and predicting which technolegidl be successful and develop into industry déads

» tailoring our business and pricing models appetely as we enter new markets and respond to etitiye pressures and
technological changes;

e incorporating and integrating acquired products atinologies; ar
» developing or expanding efficient sales chan

In addition, if we cannot adapt our business motteleep pace with industry trends, our revenuedddoe negatively impacted. For
example, if we increase our adoption of subscnipbased pricing models for our products, we malyt@eset pricing at levels appropriate to
maintain our revenue streams or our customers Mmagse to deploy products from our competitors they believe are priced more favorably.
Additionally, we may fail to accurately predict sabiption renewal rates or their impact on resoltsperations, and because revenue from
subscriptions is recognized for our services oliertérm of the subscription, downturns or uptumsales may not be immediately reflected in
our results. As we offer more products that depmmdonverting users of free services to users@hprm services and as such services gre
size, our ability to maintain or improve and togiot conversion rates will become more important.

Breaches of our cybersecurity systems could degradieability to conduct our business operations addliver products and services to @
customers, delay our ability to recognize revenaempromise the integrity of our software productssult in significant data losses and the
theft of our intellectual property, damage our refation, expose us to liability to third parties, direquire us to incur significant additional
costs to maintain the security of our networks addta.

We increasingly depend upon our IT systems to condttually all of our business operations, rargfrom our internal operations and
product development activities to our marketing aalks efforts and communications with our custeraed business partners. Unauthorized
parties have attempted to penetrate our networkrisg@nd our website. Such cyberattacks threaienisappropriate our proprietary
information and cause interruptions of our IT seegi Because the techniques used by unauthorizednseto access or sabotage networks
change frequently and may not be recognized wtit¢hed against a target, we may be unable tamaticthese techniques. Further, if
unauthorized access or sabotage remains undefectad extended period of time, the effects of shi@ach could be exacerbated. In addition
sophisticated hardware and operating system saftesad applications that we produce or procure filund parties may contain defects in
design or manufacture, including “bugs” and oth@bpems that could unexpectedly interfere with dperation of the system. Our exposure tc
cybersecurity threats and negative consequenoggefsecurity breaches will likely increase aswioud Air business expands and we store
increasing amounts of customer data and host oageaparts of customers’ businesses in cloud-bdsedvironments.

We have also outsourced a number of our businessidms to third party contractors, and our bussrgserations also depend, in part, on
the success of our contractoostn cybersecurity measures. We also use thirdgsaiti provide colocation services (i.e. data cesgerices) fo
our hybrid cloud offering. Similarly, we rely updalistributors, resellers, system vendors and systetegrators to sell our products and our
sales operations depend, in part, on the relighofitheir cybersecurity measures. Additionally, eepend upon our employees to appropriatel
handle confidential data and deploy our IT resosiinesafe and secure fashion that does not exposgetwork systems to security breaches
and the loss of data. Accordingly, if our cyberségisystems and those of our contractors, partaedsvendors fail to protect against
unauthorized access, sophisticated cyberattackthendishandling of data by our employees, contracpartners or vendors, our ability to
conduct our business effectively could be damagednumber of ways, including:

e sensitive data regarding our business, includitglectual property and other proprietary data,lddne stoler

e our electronic communications systems, includingpil and other methods, could be disrupted, amébility to conduct our business
operations could be seriously damaged until sustesys can be restored and secured;

e our ability to process customer orders and sdeatally deliver products and services could bgrdded, and our distribution channels
could be disrupted, resulting in delays in reveragognition;

» defects and security vulnerabilities could bpleited or introduced into our software product®or hybrid cloud offering, thereby
damaging the reputation and perceived reliabilitgt aecurity of our products and services and piatigntaking the data systems of
our customers vulnerable to further data loss ghérincidents; and

« personally identifiable or confidential data of @mustomers, employees and business partners cewdtblen or los
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Should any of the above events occur, we couldubgest to significant claims for liability from owustomers, regulatory actions from
governmental agencies, our ability to protect atellectual property rights could be compromised auor reputation and competitive position
could be significantly harmed. Also, the regulatand contractual actions, litigations, investigasiofines, penalties and liabilities relating to
data breaches that result in losses of persordalytifiable or credit card information of usersoof services can be significant in terms of fines
and reputational impact, and necessitate changasrtousiness operations that may be disruptiwestddditionally, we could incur significant
costs in order to upgrade our cybersecurity sysemisemediate damages. Consequently, our finaperédrmance and results of operations
could be adversely affected.

Our products and services are highly technical antay contain errors, defects or security vulnerab#is which could cause harm to our
reputation and adversely affect our business.

Our products and services are highly technicalamplex and, when deployed, have contained andaoiatain errors, defects or security
vulnerabilities. Some errors in our products ovs®s may only be discovered after a product oriserhas been installed and used by
customers. Any errors, defects or security vulniéitis discovered in our products or servicesrafemmercial release could result in loss of
revenues or delay in revenue recognition, lossisfamers and increased service and warranty aogstfavhich could adversely affect our
business, financial condition and results of openst Undiscovered vulnerabilities in our produmtservices could expose them to hackers ol
other unscrupulous third parties who develop amayeviruses, worms, and other malicious softwai@pams that could attack our products
or services. In the past, VMware has been madeeafgublic postings by hackers of portions of source code. It is possible that the
released source code could expose unknown seautitgrabilities in our products and services tlmild be exploited by hackers or others.
We may also inherit unknown security vulnerabititighen we integrate the products or services ofpeones that we acquire into existing and
new VMware products or services.

Actual or perceived security vulnerabilities in guoducts or services could harm our reputationlaad some customers to return
products or services, to reduce or delay futurelmases or to use competitive products or servieed.users, who rely on our products and
services for the interoperability of enterprisevees and applications that are critical to thefoimation systems, may have a greater sensitivit
to product errors and security vulnerabilities tikastomers for software products generally. Anyusgcbreaches could lead to interruptions,
delays and data loss and protection concerns. &y nhature, security breaches are often diffiauiti¢tect and the failure to detect a breach for
an extended period of time could significantly eese the damage it could cause. In addition, wiel ¢ace claims for product liability, tort or
breach of warranty, including claims relating t@obes to our products and services made by ounehpartners. Our contracts with
customers contain provisions relating to warrariggldimers and liability limitations, which may nleé¢ upheld, and customers and channel
partners may seek indemnification from us for thasses and those of their customers. Defendiagvadit, regardless of its merit, is costly
time-consuming and may divert management'’s attergial adversely affect the market’s perceptionsodind our products and services. In
addition, if our business liability insurance coage proves inadequate or future coverage is uradlaibn acceptable terms or at all, our
business, financial condition and results of openstcould be adversely impacted.

Operating in foreign countries subjects us to addital risks that may harm our ability to increase maintain our international sales
operations and investments.

Revenues from customers outside the United Statepiised approximately 52% of our total revenueésath the first nine months ended
2014 and 2013We have sales, administrative, research and dewvent and technical support personnel in numesoustries worldwide. W
expect to continue to add personnel in additionahtries. Additionally, our investment portfoliccindes investments in non-U.S. financial
instruments and holdings in non-U.S. financialitngbns, including European institutions. Our imtational operations subject us to a variety
of risks, including:

« the difficulty of managing and staffing interitatal offices and the increased travel, infrastitetand legal compliance costs
associated with multiple international locations;

* increased exposure to foreign currency exchangerisit
» difficulties in enforcing contracts and collectingcounts receivable, and longer payment cyclegcésly in emerging marke:
» difficulties in delivering support, training and@gonentation in certain foreign mark

» tariffs and trade barriers and other regulatargontractual limitations on our ability to setl@evelop our products and services in
certain foreign markets;

» economic or political instability and security cenas in countries that are important to our intéomal sales and operatio
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* macroeconomic disruptions, such as monetaryceadit crises, that can threaten the stabilityos&l and regional financial institutions
and decrease the value of our international invests)

« the overlap of different tax structures or charnigaaternational tax law

» reduced protection for intellectual property righteluding reduced protection from software piracysome countrie
» difficulties in transferring funds from certain attties; an

« difficulties in maintaining appropriate controldatng to revenue recognition practic

Additionally, as we continue to expand our busirgdebally, we will need to maintain compliance wielgal and regulatory requirements
covering the foreign activities of U.S. corporagpsuch as export control requirements and theigfof@orrupt Practices Act, as well as with
local regulatory requirements in non-U.S. jurisidics. These risks will increase as we expand oarains to locations with a higher
incidence of corruption and fraudulent businesstras. Our success will depend, in large parpuwnability to anticipate and effectively
manage these and other risks associated with tamational operations. We expect a significantiporof our growth to occur in foreign
countries, which can add to the difficulties in ntaining adequate management and compliance systednsternal controls over financial
reporting, and increase challenges in managinggandzation operating in various countries. In &ddi potential fallout from recent
disclosures related to the U.S. Internet and conications surveillance could also make foreign comgtis reluctant to purchase cloud
computing products and services from U.S.-basedbamies and impair our growth rate in foreign masket

Our failure to manage any of these risks succdgsfalld negatively affect our reputation, limitrogrowth, harm our operations and
reduce our international sales.

If operating system and hardware vendors do not gerte with us or we are unable to obtain early ass to their new products, or acces:
certain information about their new products to ems that our solutions interoperate with those practs, our product development efforts
may be delayed or foreclosed.

Our products interoperate with Windows, Linux arldes operating systems and the hardware devicesroérous manufacturers.
Developing products that interoperate properly iregusubstantial partnering, capital investmentamgloyee resources, as well as the
cooperation of the vendors and developers of tleeatimg systems and hardware. Operating systerhantivare vendors may not provide us
with early access to their technology and prodwadsist us in these development efforts or shateavisell to us any application programming
interfaces, or APIs, formats or protocols we magcddf they do not provide us with the necessarlyescess, assistance or proprietary
technology on a timely basis, we may experiencedyrbdevelopment delays or be unable to expangmmatucts into other areas. To the ex
that software or hardware vendors develop prodhetscompete with ours or those of our controlétgckholder, EMC Corporation (“EMC”),
they may have an incentive to withhold their coagien, decline to share access or sell to us ghreprietary APIs, protocols or formats, or
engage in practices to actively limit the functilityacompatibility and certification of our prodtgc To the extent that we enter into
collaborations or joint development and marketimgrgements with certain hardware and software exndendors who compete with our
collaborative partners may similarly choose to titheir cooperation with us. In addition, hardwareperating system vendors may fail to
certify or support or continue to certify or suppour products for their systems. If any of theefpwing occurs, our product development eff
may be delayed or foreclosed and our businessemults of operations may be adversely affected.

We rely on distributors, resellers, system vendamnsl systems integrators to sell our products and/ges, and our 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 prodscind services.

Our future success is highly dependent upon maiimgiand increasing the number of our relationshijtks distributors, resellers, system
vendors and systems integrators. Because we raljystiibutors, resellers, system vendors and systategrators, we may have little or no
contact with the ultimate users of our products serdices, thereby making it more difficult fortesestablish brand awareness, ensure prope
delivery and installation of our products and segsi service ongoing customer requirements, edigrat-user demand and respond to
evolving customer needs.

Recruiting and retaining qualified channel partraerd training them in the use of our technology prrdiuct offerings requires significant
time and resources. In order to develop and expandistribution channel, we must continue to expand improve our processes and
procedures that support our channel, includingimegstment in systems and training, and those gesseand procedures may become
increasingly complex and difficult to manage. Timeet and expense required for sales and marketm@narations of our channel partners to
become familiar with our product and service offgs, including our new product and service develapsy may make it more difficult to
introduce those products and services to end aserslelay end-user adoption of our product andspiferings.
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We generally do not have long-term contracts orimmimm purchase commitments with our distributorsehers, system vendors and
systems integrators, and our contracts with thhaareel partners do not prohibit them from offenimgducts or services that compete with
ours. Our competitors may be effective in providingentives to existing and potential channel parrio favor products and services of our
competitors or to prevent or reduce sales of codipcets and services. Certain system vendors naw offimpeting virtualization products
preinstalled on their server products and servigdditionally, our competitors could attempt to uég key distributors to enter into exclusiv
arrangements with them or otherwise apply thetipg or marketing leverage to discourage distriblaifoom offering our products and
services. Accordingly, our channel partners mayoskaot to offer our products and services excigior at all. Our failure to maintain and
increase the number of relationships with chanaeghgrs would likely lead to a loss of end userswfproducts and services, which would
result in us receiving lower revenues from our cteupartners. Threef our distributors each accounted for 10% or najneevenues during tt
first nine months of 2014 . Our agreements witlritistors are typically terminable by either pantyon 30 to 90 days’ prior written notice to
the other party, and neither party has any oblgetth purchase or sell any products or serviceguteg agreements. While we believe that we
have in place, or would have in place by the datng such termination, agreements with replacerdistitibutors sufficient to maintain our
revenues from distribution, if we were to lose digribution services of a significant distributsuch loss could have a negative impact on ou
results of operations until such time as we arrdngeplace these distribution services with th&ises of existing or new distributors.

The concentration of our product sales among a Ited number of distributors increases our potent@kdit risk. Additionally, weakness in
credit markets could affect the ability of our ditutors, resellers and customers to comply witletterms of credit we provide in the
ordinary course of business. Accordingly, if ouradiibutors, resellers and customers find it diffitttto obtain credit or comply with the tern
of their credit obligations, it could cause signifant fluctuations or declines in our product revess.

Three of our distributors each accounted for 10%nore of revenues during the first nine months@if4&2. We anticipate that sales of our
products to a limited number of distributors witintinue to account for a significant portion of ¢ottal product revenues for the foreseeable
future. The concentration of product sales amomtaitedistributors increases our potential creidiks. For example, approximately 40% of oul
total accounts receivable as of September 30, @@F4from our three largest distributors. Some ofdistributors may experience financial
difficulties, which could adversely impact our @aition of accounts receivable. One or more of tlésteibutors could delay payments or
default on credit extended to them. Our exposuczddit risks of our distributors may increaseuf distributors and their customers are
adversely affected by global or regional econoroieditions. Additionally, we provide credit to digtntors, resellers, and certain end-user
customers in the normal course of business. Cieditnerally extended to new customers based upoed#t evaluation. Credit is extended to
existing customers based on ongoing credit evanstiprior payment history, and demonstrated fiizdstability. We often allow distributors
and customers to purchase and receive shipmeptedficts in excess of their established credittlikvie are unable to recognize revenue f
such shipments until the collection of those amslneicomes reasonably assured. Any significant deldgfault in the collection of significa
accounts receivable could result in an increased far us to obtain working capital from other sms, possibly on worse terms than we coul
have negotiated if we had established such workamital resources prior to such delays or defadhy. significant default could result in a
negative impact on our results of operations aralydeur ability to recognize revenue.

Our revenues, collection of accounts receivable dirhncial results may be adversely impacted byctiwation of foreign currency exchange
rates. Although foreign currency hedges can offseime of the risk related to foreign currency fluations, we will continue to experience
foreign currency gains and losses in certain instas where it is not possible or cost effective éalfpe our foreign currency exposure

Our revenues and our collection of accounts rebéévianay be adversely impacted as a result of fatiins in the exchange rates between
the U.S. Dollar and foreign currencies. For exampie have distributors in foreign countries thatyrimeur higher costs in periods when the
value of the U.S. Dollar strengthens against far@igrrencies. One or more of these distributordccdalay payments or default on credit
extended to them as a result. Any significant delagiefault in the collection of significant accésineceivable could result in an increased |
for us to obtain working capital from other sourdésve determine that the amount of accounts ked®e that is uncollectible is greater than
our estimates, we would recognize an increasedrdeat expense, which would have a negative immactur results of operations. In additi
in periods when the value of the U.S. Dollar stteregs, we may need to offer additional discoumdice prices or offer other incentives to
mitigate the negative effect on demand.

We invoice and collect in certain non-U.S. Doll@ndminated currencies, thereby conducting a podfarur revenue transactions in
currencies other than the U.S. Dollar. Althougls ffriactice may alleviate credit risk from our disitors during periods when the U.S. Dollar
strengthens, it shifts the risk of currency fludioias to us and may negatively impact our revenaesicipated cash flows and financial results
due to fluctuations in foreign currency exchangesaparticularly the Euro, the British Pound, Japanese Yen and the Australian Dollar
relative to the U.S. Dollar. While variability irperating margin may be reduced due to invoicinggriain of the local currencies in which we
also recognize expenses, increased
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exposure to foreign currency fluctuations will oduce additional risk for variability in revenudated components of our condensed
consolidated financial statements.

We enter into foreign currency forward contractiédge a portion of our net outstanding monetasgtasand liabilities against moveme
in certain foreign exchange rates. Although we ekfiee gains and losses on our foreign currenaydod contracts to generally offset the
majority of the gains and losses associated wihutiderlying foreign-currency denominated asseddiabilities that we hedge, our hedging
transactions may not yield the results we expedtlionally, we expect to continue to experiencesfgn currency gains and losses in certain
instances where it is not possible or cost effectivhedge our foreign currency exposures.

We may become involved in litigation and regulatanguiries and proceedings that could negativelyfexft us.

From time to time, we are involved in various legalministrative and regulatory proceedings, clailesnands and investigations relating
to our business, which may include claims with eetppo commercial, product liability, intellectyaioperty, employment, class action,
whistleblower and other matters. In the ordinaryrse of business, VMware also receives inquiriesifand has discussions with government
entities regarding the compliance of its contragtind sales practices with laws and regulationsh $uatters can be time-consuming, divert
management’s attention and resources and causangit significant expenses. While no formal legalceedings that we expect to have a
material impact on our financial condition or résudf operations have been commenced, there can hesurance that actions will not be te
in the future. Furthermore, because litigation #redoutcome of regulatory proceedings are inherempredictable, it is possible that our
business, financial condition or results of op@radicould be negatively affected by an unfavoragdelution of one or more of such
proceedings, claims, demands or investigations.

Our business is subject to a variety of U.S. anteimational laws and regulations regarding data geztion.

Our business is subject to federal, state andriatemal laws and regulations regarding privacy pradection of personal data. As Internet
commerce continues to evolve, regulation by fedstate and foreign governments or agencies iarthas of data privacy and data security is
likely to increase. Other nations currently haveagaivacy laws that, in some respects, are moirggsint than privacy standards in the United
States. As we expand our operations in these deantur liability exposure the complexity and colstompliance with data and privacy
requirements will likely increase. We collect cartand other personal or identifying informatioarfr our customers. Additionally, in
connection with some of our new product initiativieeluding our web-based services, mobile servazesour vCloud Air offering, we expect
that our customers may increasingly use our ses\twstore and process personal information aret atber data. We post, on our websites
privacy policies and practices concerning our tresatt of personal data. We also often include pyivammitments in our contracts. Any
failure by us to comply with our posted privacyipms, other federal, state or international preglated or data protection laws and
regulations, or the privacy commitments contaimedur contracts could result in proceedings agaissty governmental entities or others,
which could have a material adverse effect on agirtess, financial condition and results of opereti In addition, the increased attention
focused upon liability issues as a result of latgsand legislative proposals could harm our repnair otherwise impact the growth of our
business.

It is possible that these laws and regulations beinterpreted and applied in a manner that isngistent with our data practices. If so, in
addition to the possibility of fines and penaltiagjovernmental order requiring that we changedatat practices could result, which in turn
could have a material adverse effect on our busir@smpliance with such an order may involve sigaiit costs or require changes in busi
practices that result in reduced revenue. Nonca@anpé could result in penalties being imposed oor wge could be ordered to cease
conducting the noncompliant activity.

In addition to government regulation, privacy aca@cand industry groups or other third parties piapose new and different self-
regulatory standards that either legally or corntralty apply to our customers or us. Any inabilityadequately address privacy concerns, eve
if unfounded, or comply with applicable privacydata protection laws, regulations and standardddaesult in additional cost and liability to
us, damage our reputation, reduce sales and harbusiness.

Additionally, our virtualization technology is useg cloud computing vendors, and we have expandeéhaolvement in the delivery and
provision of cloud computing through business allies with various providers of cloud computing &ars and software and expect to conti
to do so in the future. The application of U.S. amdrnational data privacy laws to cloud computéegdors is uncertain, and our existing
contractual provisions may prove to be inadequaf@dtect us from claims for data loss or regulat@ncompliance made against cloud
computing providers who we may partner with. Acdogtly, the failure to comply with data protectiaws and regulations by our customers
and business partners who provide cloud computngces could have a material adverse effect orbosiness.

Since some of our products and services are weddbasr customers store their data on our servetoar vendors’ servers. This data
may include personal data. It may also includequteid health information (“PHI”) that may be subjiecfederal, state and international health
care privacy, data privacy or security laws, inahgdthe Health Insurance Portability and AccourigbAct (“HIPAA™). HIPAA has been
amended by the Health Information Technology foorimic and Clinical
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Health Act (“HITECH Act”) with the result of incread civil penalties. As a result of HIPAA and thBHCH Act, business associates who
have access to PHI provided by covered entitiesodimel business associates are now directly sutgjddtPAA. When our customers place
PHI into our web-based services, including vCloudok our services hosted on our vCloud Air, we rbayrequired to comply with HIPAA’s
data security requirements and may be liable foctians and penalties for failure to do so. Anytsyss failure or compromise of our security
that results in the release of our customers’ datéd (i) subject us to substantial damage clamosfour customers, (ii) expose us to costly
regulatory remediation, and (iii) harm our repwatand brand. We may also need to expend signifiesources to protect against security
breaches.

If we fail to comply with our customer contracts glovernment contracting regulations, our businessutd be adversely affecte

Our contracts with our customers may include unigue specialized performance requirements. Inqudati, our contracts with federal,
state, local and non-U.S. governmental custometanarrangements with distributors and reseildrs may sell directly to governmental
customers are subject to various procurement régna contract provisions and other requiremesitsting to their formation, administration
and performance. Any failure by us to comply withygsions in our customer contracts or any violatid government contracting regulations
could result in the imposition of various civil andminal penalties, which may include terminatafrcontracts, forfeiture of profits, suspens
of payments and, in the case of our governmentactst, fines and suspension from future governroentracting. Further, any negative
publicity related to our customer contracts or prgceedings surrounding them, regardless of itaracy, may damage our business and affec
our ability to compete for new contracts. In thdipary course of business, VMware also receivesiiigs from and has ongoing discussions
with government entities regarding the complianciésocontracting and sales practices with laws @gilations. VMware is currently
cooperating with the U.S. General Services Admiaigin and the Department of Justice in their ingsiregarding our government sales
practices between 2006 and 2013. During the the®ms ended June 30, 201¥Mware recognized a liability of approximatelyI$dnillion in
connection with this matter as the loss was detggthio be both probable and reasonably estimaéde\o formal legal proceedings that are
expected to have a material impact on our finaregalition or results of operations have been conua@, there can be no assurance that
actions will not be commenced in the future. If oustomer contracts are terminated, if we are sugzefrom government work or fines or
other government sanctions are imposed, or if bilityato compete for new contracts is adversefgetied, our business, operating results or
financial condition could be adversely affected.

If we are unable to protect our intellectual propgrrights, our competitive position could be harmedwe could be required to inct
significant expenses to enforce our right

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 malyb@adequate to preclude misappropriation of oopretary information or infringement of
our intellectual property rights, and our abilityfolice such misappropriation or infringementngertain, particularly in countries outside of
the United States. Further, with respect to paights, we do not know whether any of our pendiatept applications will result in the
issuance of patents or whether the examinationggowill require us to narrow our claims. To theeakthat additional patents are issued fron
our patent applications, which are not certainy tinay be contested, circumvented or invalidatetthénfuture. Moreover, the rights granted
under any issued patents may not provide us wipr@tary 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 additiarg rely on confidentiality or license
agreements with third parties in connection witkirtluse of our products and technology. There iguarantee that such parties will abide by
the terms of such agreements or that we will be tbhdequately enforce our rights, in part becaweseely on “click-wrap” and “shrink-wrap”
licenses in some instances.

Detecting and protecting against the unauthorizedad our products, technology proprietary rigats] intellectual property rights is
expensive, difficult and, in some cases, impossittégation may be necessary in the future to erdar defend our intellectual property rig
to protect our trade secrets or to determine tlidityaand scope of the proprietary rights of otheéBuch litigation could result in substantial
costs and diversion of management resources, @ftvenich could harm our business, financial conditand results of operations, and there i
no guarantee that we would be successful. Furthermeany of our current and potential competit@gehthe ability to dedicate substantially
greater resources to protecting their technologntetlectual property rights than we do. Accordinglespite our efforts, we may not be abl
prevent third parties from infringing upon or migagpriating our intellectual property, which coutgbsult in a substantial loss of our market
share.

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

Our success and ability to compete depend subslignipon our internally developed technology, whie some cases is incorporated in
the source code for our products. We seek to pritiecsource code, design code, documentation ted o
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information relating to our software, under traderst, copyright, and other applicable laws. Howewe have chosen to provide access to ou
hypervisor and other selected source code to dedran of our partners for co-development, as agflor open APIs, formats and protocols.
Though we generally control access to our sourde emd other intellectual property, and enter gaofidentiality or license agreements with
such partners, as well as with our employees anduttants, this combination of procedural and @mitral safeguards may be insufficient to
protect our trade secrets and other rights toehrtology. Our protective measures may be inadegespecially because we may not be able
to prevent our partners, employees or consultaats Violating any agreements or licenses we may lraplace or abusing their access gra

to our source code. Improper disclosure or usaipsource code could help competitors develop prisdsimilar to or better than ours.

We are, and may in the future be, subject to claibysothers that we infringe or contribute to thefimgement of their proprietary
technology, which could force us to pay damagegoevent us from using certain technology in our piocts.

Companies in the software and technology industves large numbers of patents, copyrights, tradkmand trade secrets and freque
enter into litigation based on allegations of inflkment or other violations of intellectual progeights. This risk may increase as the number
of products and competitors in our market increasesomputing, networking, storage, and softwashrielogies increasingly converge. The
threat of intellectual property infringement claiagainst us may increase in the future becausersitant technological change in the segn
in which we compete, extensive patent coverageistieg technologies and the rapid rate of issuariceew patents, it is possible that the
number of these claims may grow. Additionally, thexr an increased risk that our competitors widl treeir intellectual property rights to limit
our freedom to operate and exploit our product® @therwise block us from taking full advantageoaf markets.

In addition, as a well-known information technolagympany, we risk being the subject to an increpsimber of intellectual property
infringement claims, including claims by entitiéat do not have operating businesses of their owlrtlzerefore limit our ability to seek
counterclaims for damages and injunctive reliefy &laim of infringement by a third party, even omighout merit, could cause us to incur
substantial costs defending against the claimcandt distract our management from our businesghBrmore, a party making such a clain
successful, could secure a judgment that requsés pay substantial damages. A judgment couldiatdode an injunction or other court or
that could prevent us from offering our productsatidition, we might be required to seek a licdns¢he use of such intellectual property,
which may not be available on commercially reas@tdrms or at all. Alternatively, we may be regdito develop noimnfringing technology
which could require significant effort and expeasel may ultimately not be successful. Any of thegents could seriously harm our business
operating results and financial condition. Thirdtigs may also assert infringement claims againstastomers and channel partners. Any of
these claims could require us to initiate or defpaténtially protracted and costly litigation orithbehalf, regardless of the merits of these
claims, because we generally indemnify our custeraed channel partners from claims of infringenwéigroprietary rights of third parties in
connection with the use of our products. If anyhafse claims succeed, we may be forced to pay desmagbehalf of our customers or channe
partners, which could negatively affect our resafteperations.

Our use of “open sourceoftware in our products could negatively affectroability to sell our products and subject us togmible litigation.

A significant portion of the products, technolog@asservices acquired, licensed, developed or edféry us may incorporate so-called
“open source” software, and we may incorporate gmemce software into other products in the fut@ech open source software is generally
licensed by its authors or other third parties wrageen source licenses, including, for example GhN&J General Public License, the GNU
Lesser General Public License, “Apache-style” |gzs) “BSD-style” licenses and other open sourenties. We monitor our use of open
source software in an effort to avoid subjecting moducts to conditions we do not intend. Althouwg believe that we have complied with
our obligations under the various applicable li@snfor open source software that we use, our psesassed to monitor how open source
software is used could be subject to error. Intaaithere is little or no legal precedent govegiihe interpretation of terms in most of these
licenses. Therefore, any improper usage of opercearould result in unanticipated obligations relyjag our products and technologies. For
example, we may be subjected to certain conditimetjding requirements that we offer our produbts use the open source software for no
cost, that we make available source code for natifins or derivative works we create based upoorporating, using or distributing the
open source software, that we license such motiitsor derivative works under the terms of theipalar open source license, that we re
or modify our product code to remove alleged irgiing code or that we take other steps to avoi@wredy an alleged infringement. Any of
these obligations could have an adverse impactiomtellectual property rights and our abilityderive revenue from products incorporating
the open source software.

If an author or other third party that distribuseh open source software were to allege that wenbacomplied with the conditions of
one or more of these licenses, we could be reqtirattur significant legal expenses defending mgfasuch allegations. Although we have
received inquiries regarding open source licenseptiance for software used in our products, no frlagal proceedings that would have a
material impact on our results of operations oafficial condition have been
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filed. However, there can be no assurance thatrsctivill not be taken in the future. If our defemseere not successful, we could be subject tc
significant damages. We could also be enjoined fiteerdistribution of our products that containeel tipen source software or be required to
modify our products in order to comply with the ddfons of the open source license(s) in questioareby disrupting the distribution and sale
of some of our products. In addition, if we combimg proprietary software with open source softwara certain manner, under some open
source licenses we could be required to releasgeaiee code of our proprietary software, whichld@ubstantially help our competitors
develop products that are similar to or better thars.

In addition to risks related to license requirersensage of open source software exposes us tothiakdiffer from the use of third-party
commercial software because open source licensorsrglly do not provide warranties or assurandélefor controls on origin of the
software. In addition, many of the risks associatétl usage of open source software such as ttkeofawarranties or assurances of title cannc
be eliminated and could, if not properly addressegjatively affect our business. We have estalliginecesses to help address these risks,
including a review process for screening requests four development organizations for the use ehagource and conducting appropriate
diligence of the use of open source software irptioelucts developed by companies we acquire, butamaot ensure that our processes wi
sufficient, all open source software will be suligdtfor approval prior to use in our products, lbopen source software is discovered during
due diligence.

We offer a number of products under open sourceehses that subject us to additional risks and ckalljes, which could result in increased
development expenses, delays or disruptions tar¢iease or distribution of those software solutigrad increased competition.

Several of our product offerings are distributedemopen source licenses. Software solutions tieagwEbstantially or mostly based on o
source software subject us to a number of riskscaatlenges:

» If open source software programmers, most ofrwie do not employ, do not continue to develop emuance open source
technologies, our development expenses could lbedred and our product release and upgrade schextullel be delayed.

* One of the characteristics of open source soévsthat anyone can modify the existing softwardevelop new software that
competes with existing open source software. Assalt, competition can develop without the degrfeeverhead and lead time
required by traditional proprietary software comiganlt is also possible for new competitors withajer resources than ours to
develop their own open source solutions, potegti@tiucing the demand for, and putting price presssa, our solutions.

* Itis possible that a court could hold that licenses under which our open source products amvites are developed and licensed ar
not enforceable or that someone could assert i ¢tai proprietary rights in a program developed distiributed under them. Any
ruling by a court that these licenses are not eefasle, or that open source components of our ptaiservices offerings may not be
liberally copied, modified or distributed, may hawe effect of preventing us from distributing @veloping all or a portion of our
products or services. In addition, licensors ofropeurce software employed in our offerings maymftime to time, modify the terms
of their license agreements in such a manner hiogetlicense terms may no longer be compatible etithr open source licenses in
our offerings or our end-user license agreemetgrans of service, and thus could, among other apreseces, prevent us from
continuing to distribute the software code subjedhe modified license or terms of service.

» Actions to protect and maintain ownership andtiad over our intellectual property could adveysaffect our standing in the open
source community, which in turn could limit our Btyito continue to rely on this community, uponialhwe are dependent, as a
resource to help develop and improve our open sgumeducts and services.

If we are unable to successfully address the ahngdle of integrating offerings based upon open sotgchnology into our business, our
ability to realize revenues from such offeringsl wwé negatively affected and our development costg increase.

Acquisitions could disrupt our business, cause ditin to our stockholders and harm our business, dimcial condition and results o
operations.

We have acquired in the past and plan to acquitieeriuture other businesses, products or techiedogcquisitions can involve
significant risks and uncertainties, which include:

» disrupting our ongoing operations, diverting mgament from day-to-day responsibilities, incregginr expenses, and adversely
impacting our business, financial condition andiltssof operations;

» failure of the acquired business to further ourifesss strateg
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* uncertainties in achieving the expected benefin acquisition, including enhanced revenuetrtelogy, human resources, cost
savings, operating efficiencies and other synergies

» reducing cash available for operations, stock refpase programs and other uses and resulting impadte dilutive issuances of equ
securities or the incurrence of debt;

e incurring amortization expense related to identiaintangible assets acquired that could impacoperating result
« difficulty integrating the operations, systems htealogies, products and personnel of the acquitusthbsses effective
e retaining and motivating key personnel from acqlitempanie!

« assuming the liabilities of the acquired businéscluding acquired litigation-related liabiliigand potential litigation arising from a
proposed or completed acquisition;

e maintaining good relationships with customerduasiness partners of the acquired business cowenrcustomers as a result of any
integration of operations;

»  product liability, customer liability or inteliéual property liability associated with the salétee acquired businessproducts

» unidentified issues not discovered during tHigi€ince process, including issues with the acquigsiness’s intellectual property,
product quality, security, privacy practices, aatting practices or legal contingencies;

* maintaining or establishing acceptable standawtsyals, procedures or policies with respect toabguired business; a
» risks relating to the challenges and costs of nlpsi transactio

Additionally, we may not be able to find suitabbaisition candidates, and we may not be able toptete acquisitions on favorable
terms, if at all. If we do complete acquisitiong may not ultimately strengthen our competitiveifpms or achieve our goals, or they may be
viewed negatively by customers, financial marketseestors. If our acquisitions do not meet oupentations, or if our strategic focus
subsequently changes, we may choose to abandaincacquired product lines and divest from acquiresinesses. For example, in 2013, we
divested certain business activities, includingi&Rocket, Shavlik, and Zimbra. It is generallyidiift for an acquirer to completely recover
cost of an acquisition which is subsequently diedsAccordingly, divestitures of acquired businesmed products may result in us taking
charges for impairment of assets and goodwill, r@sdlt in cash expenditures in connection with kkeadt reductions.

The risks described above may be exacerbatedezssith of managing multiple acquisitions at the séime. We may also face difficulties
due to the lack of experience in new markets, prtedar technologies or the initial dependence damiliar supply or distribution partners.

In addition to business acquisitions, we also $eekvest in businesses such as ventured finanmegbanies and joint ventures that offer
complementary products, services or technologikes& investments are accompanied by risks sinsildroise encountered in an acquisition of
a business. Additionally, we do not control ensitiehere we have a minority investment, and theeefannot ensure that these investments ai
joint ventures will make decisions that promote complementary to our business strat

If our goodwill or amortizable intangible assets &@me impaired, we may be required to record a digant charge to earnings

We may not realize all the economic benefit from acguisitions of other companies, which could ltgsuan impairment of goodwill or
intangibles. Since the start of 2013, our goodballance increased by $1,087 million or 38.2% prilpas a result of acquisitions made since
January 1, 2013. We review our amortizable intalegilssets for impairment when events or changesdamstances indicate the carrying
value may not be recoverable. We test goodwiliffgrairment at least annually. Factors that maydisicered a change in circumstances,
indicating that the carrying value of our goodwitlamortizable intangible assets may not be reedleyinclude a decline in stock price and
market capitalization or cash flows, reduced futash flow estimates, and slower growth rates mrdustry. We may be required to record a
significant charge in our financial statements ngiihe period in which any impairment of our goddlaii amortizable intangible assets is
determined, negatively impacting our results ofrafiens.

53




Table of Contents

If we fail to maintain an effective system of inteal controls, we may not be able to accurately repmur financial results or prevent fraud
As a result, our stockholders could lose confidenneur financial reporting, which could harm our bisiness and the trading price of ot
Class A common stock.

In order to comply with the requirements of Secd@d of the Sarbanes-Oxley Act of 2002, we neaddmtain our processes and system
and adapt them to changes in our business requitsraad regulation. We may seek to automate ceptaicesses to improve efficiencies and
better ensure ongoing compliance but such automatay itself disrupt existing internal controls anttoduce unintended vulnerability to
error or fraud. This continuous process of maintgjrand adapting our internal controls and compgkawith Section 404 is expensive and
time-consuming, and requires significant managementtadte We cannot be certain that our internal aantreasures will continue to provi
adequate control over our financial processes epdrting and ensure compliance with Section 404thEumore, as our business grows and
changes and as we expand through acquisition$ief cbmpanies, our internal controls may becomesrnomplex and we will require
significantly more resources to ensure our intecoalrols overall remain effective. Failure to irplent required new or improved controls, or
difficulties encountered in their implementatiooutd harm our operating results or cause us tddaiheet our reporting obligations. If we or
our independent registered public accounting filentify material weaknesses, the disclosure offtf even if quickly remedied, could
reduce the market's confidence in our financiaesteents and harm our stock price. In addition,éfawve unable to continue to comply with
Section 404, our non-compliance could subject ws\ariety of administrative sanctions, includihg suspension or delisting of our Class A
common stock from the New York Stock Exchange &edability of registered broker-dealers to makeaaket in our Class A common
stock, which could reduce our stock price.

Problems with our information systems could interéewith our business and could adversely impact ayerations.

We rely on our information systems and those afitparties for processing customer orders, delieéyroducts, providing services and
support to our customers, billing and tracking ocustomers, fulfilling contractual obligations artth@wise running our business. Any
disruption in our information systems and thoséhefthird parties upon whom we rely could havegaificant impact on our business. In
addition, we continuously work to enhance our infation systems. The implementation of these typeslsancements is frequently disrupt
to the underlying business of an enterprise, whiely especially be the case for us due to the sideeamplexity of our business. Additionally,
our information systems may not support new busimesdels and initiatives and significant investrsergduld be required in order to upgrade
them. Any disruptions relating to our systems ekarents, particularly any disruptions impacting operations during the implementation
period, could adversely affect our business inralmer of respects. Additionally, delays in adapting information systems to address new
business models could limit the success or resutté failure of such initiatives and impair théeefiveness of our internal controls. Even if we
do not encounter these adverse effects, the impitien of these enhancements may be much morly toah we anticipated. If we are
unable to successfully implement the informatiostegns enhancements as planned, our financial comdiesults of operations and cash flc
could be negatively impacted.

Our financial results may be adversely impactedtigher than expected tax rates, and we may haveosxpe to additional tax liabilities.

As a multinational corporation, we are subjectimoime taxes as well as non-income based taxesasyzdyroll, sales, use, value-added,
net worth, property and goods and services taraspth the United States and various foreign juctszhs. Our domestic and international tax
liabilities are subject to the allocation of reveawand expenses in different jurisdictions andithing of recognizing revenues and expenses.
Additionally, the amount of income taxes paid ibjsat to our interpretation of applicable tax lawshe jurisdictions in which we file and
changes to tax laws. Significant judgment is rezpliin determining our worldwide provision for incertaxes and other tax liabilities. From
time to time, we are subject to income and non+imedax examinations. Currently, the EMC consoliddsx group is under examination for
2009 and 2010 and these examinations are not egptrbe completed until 2015. While we believehage complied with all applicable
income tax laws, there can be no assurance thatexmjng tax authority will not have a differenterpretation of the law and assess us with
additional taxes. Should we be assessed with addittaxes, there could be a material adverseteffeour financial condition or results of
operations.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, regulationatesy changing interpretation of existing
laws or regulations, the impact of accounting tock-based compensation, the impact of accountingdisiness combinations, changes in oul
international organization, and changes in ovéeakltls of income before tax. For example, the {e8eral research credit, which provided a
significant reduction in our effective tax ratepe®rd on December 31, 2013. Without the reinstatgragthe U.S. federal research credit, we
expect our 2014 effective tax rate to be highen tie 2013 effective tax rate.

In addition, in the ordinary course of our globaklness, there are many intercompany transactimhsalculations where the ultimate tax
determination is uncertain. Although we believe thar tax estimates are reasonable, we cannotetisairthe
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final determination of tax audits or tax disputdah mot be different from what is reflected in ohisstorical income tax provisions and accruals.

Additionally, our rate of taxation in foreign judigtions is lower than the U.S. tax rate. Our in&¢ional income is primarily earned by our
subsidiaries organized in Ireland and as suchefiective tax rate can be impacted by the mix afearnings in the U.S., and foreign
jurisdictions.

During October 2014, Ireland announced revisiorissttax regulations that will require foreign eiaugs earned by our subsidiaries
organized in Ireland to be taxed at higher rates Wl be impacted by the changes in tax regulationireland beginning in 2021.
Additionally, the U.S. and other countries wheredeebusiness have been considering changes tingxiak laws. These potential changes
could also adversely affect our effective tax rate.

Our business is subject to the risks of earthquakié®, floods and other natural catastrophic evarguch as pandemics, and to interruption
by manmade problems, such as computer viruses, unantitépadisruptions in local infrastructure or terrori®, which could result in delay
or cancellations of customer orders or the deployrhef our products and services.

Our corporate headquarters are located in the &aciSco Bay Area, a region known for seismic aigtiA significant natural disaster,
such as an earthquake, fire, flood or other aGai, could have a material adverse impact on osinkas, financial condition and results of
operations. As we continue to grow internationdtigreasing amounts of our business will be loc@ddreign countries that may be more
subject to political or social instability that ddwdisrupt operations. Furthermore, some of our pevduct initiatives and business functions
hosted and carried out by third parties that mayudeerable to disruptions of these sorts, mamylath may be beyond our control. In
addition, our servers are vulnerable to computersés, break-ins and similar disruptions from uharized tampering with our computer
systems. Unanticipated disruptions in servicesigeml/through localized physical infrastructure,lsas utility or telecommunication outages,
can curtail the functioning of local offices as g critical components of our information systearsd adversely affect our ability to process
orders, provide services, respond to customer stg@ad maintain local and global business corttinNiatural disasters that affect the
manufacture of IT products, such as the 2011 flogdh Thailand, can also delay customer spendingusrsoftware, which is often coupled
with customer purchases of new servers and IT systeurthermore, acts of terrorism or war couldseadisruptions in our or our customers’
business or the economy as a whole, and diseaslepéss could temporarily sideline a substantiat paour or our customers’ workforce at
any particular time. To the extent that such disons result in delays or cancellations of custoorelers, or the deployment or availability of
our products and services, our revenues would bersely affected. Additionally, any such catastiogvent could cause us to incur
significant costs to repair damages to our faesitiequipment and infrastructure.

Changes in accounting principles and guidance, oetr interpretation, could result in unfavorable aounting charges or effects, including
changes to our previously-filed financial statementvhich could cause our stock price to decline.

We prepare our condensed consolidated financisdratnts in accordance with accounting principleswegaly accepted in the United
States. These principles are subject to interpogtdly the SEC and various bodies formed to intdrand create appropriate accounting
principles and guidance. A change in these prissiplr guidance, or in their interpretations, mayeha significant effect on our reported res
and retroactively affect previously reported result

Risks Related to Our Relationship with EMC

As long as EMC controls us, or Class B common stoeknains outstanding, other holders of our ClasscAmmon stock will have limite
ability to influence matters requiring stockholdepproval.

As of September 30, 2014 , EMC owned 43,025,00€eshaf our Class A common stock and all 300,0008}a0es of our Class B
common stock, representing 79.6% of the total antihg shares of common stock or 97 @Pthe voting power of outstanding common stc
The holders of our Class A common stock and ous€Eicommon stock have identical rights, preferemeel privileges except with respec
voting and conversion rights, the election of dioes, certain actions that require the consenblifdrs of Class B common stock and other
protective provisions as set forth in our certifecaf incorporation. Holders of our Class B comnstock are entitled to 10 votes per share of
Class B common stock on all matters except foethetion of our Group Il directors, in which cabey are entitled to one vote per share, and
the holders of our Class A common stock are edtitbeone vote per share of Class A common stock.hididers of Class B common stock,
voting separately as a class, are entitled to 8@%i of the total number of directors on our baafrdirectors that we would have if there were
no vacancies on our board of directors at the tilhese are our Group | directors. Subject to agiytsi of any series of preferred stock to elect
directors, the holders of Class A common stockthecholders of Class B common stock, voting toge#isea single class, are entitled to elect
our remaining directors, which at no time will lzs$ than one director-our Group Il director(s). dxdingly, the holders of our Class B
common stock currently are entitled to elect 8 wf @ directors.

Our amended and restated certificate of incorpmmgtrovides that, if EMC transfers shares of ows€IB common stock to any party of
than a successor-in-interest or a subsidiary of Bivi@r to a distribution to its stockholders un&ection
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355 of the Internal Revenue Code of 1986, as antk(@&355 distribution”), those shares will autoioally convert into Class A common
stock. Additionally, if, prior to a 355 distributip EMC’s ownership falls below 20% of the outstamgdshares of our common stock, all
outstanding shares of Class B common stock wibmatically convert to Class A common stock. Follogva 355 distribution, shares of Class
B common stock may convert to Class A common stioslcch conversion is approved by VMware stockhrdddter the 355 distribution and
we have obtained a private letter ruling from thieinal Revenue Service. In January 2014, the iR®unced in Revenue Procedure 2014-3
that, generally, it would no longer issue privatgdr rulings on 355 distributions. For so lond=C or its successor-in-interest beneficially
owns shares of our common stock representing st éemajority of the votes entitled to be casth®y iolders of outstanding voting stock, E
will be able to elect all of the members of our tabaf directors. To the extent that shares of das€B common stock remain outstanding
following a 355 distribution, these shares will @@mentitled to 10 votes per share and the holoeosir Class A common stock will continue
have limited ability to influence matters requirisigpckholder approval. Furthermore, to the exteat shares of our Class B common stock
remain outstanding following a 355 distribution)ders of these shares will remain entitled to eBf®o of the total number of directors on our
board of directors and the holders of our Clas®mmon stock will continue to have limited ability élect members of our board of directors.

In addition, until such time as EMC or its succedaeinterest beneficially owns shares of our conmnstock representing less than a
majority of the votes entitled to be cast by th&dbos of outstanding voting stock, EMC will have #bility to take stockholder action without
the vote of any other stockholder and without hgtimcall a stockholder meeting, and holders of@iass A common stock will not be able to
affect the outcome of any stockholder vote durlrig period. As a result, EMC will have the abilitycontrol all matters affecting us,
including:

* the composition of our board of directors amtdptigh our board of directors, any determinatiothwespect to our business plans and
policies;

» any determinations with respect to mergers, adipisi and other business combinati

* our acquisition or disposition of ass

« our financing activitie:

« certain changes to our certificate of incorporg

» changes to the agreements we entered into in cboneeith our transition to becoming a public comp;
e corporate opportunities that may be suitable foang EMC

« determinations with respect to enforcementgitits we may have against third parties, includiity) vespect to intellectual property
rights;

» the payment of dividends on our common stock:
» the number of shares available for issuance unatestock plans for our prospective and existing leyges

Our certificate of incorporation and the mastensaction agreement entered into between us and iBEM@hnection with our initial public
offering (“IPO”) also contain provisions that require that as &M C beneficially owns at least 20% or more ofdhéstanding shares of ¢
common stock, the prior affirmative vote or writteonsent of EMC (or its successor-in-interesthasholder of the Class B common stock is
required (subject in each case to certain excepltionorder to authorize us to:

» consolidate or merge with any other en

» acquire the stock or assets of another entity aegx of $100 millio

* issue any stock or securities except to our sudrs@li or pursuant to our employee benefit p
» establish the aggregate annual amount of sharesaydssue in equity awart

» dissolve, liquidate or wind us t

» declare dividends on our sto

e enter into any exclusive or exclusionary arranget with a third party involving, in whole or img, products or services that are
similar to EMC's; and

e amend, terminate or adopt any provision inconsistéth certain provisions of our certificate of axporation or bylaw.

If EMC does not provide any requisite consent alfmaus to conduct such activities when requestedywil not be able to conduct such
activities and, as a result, our business and perabing results may be harmed. EMC's voting cdranal its
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additional rights described above may discouragestictions involving a change of control of usluding transactions in which holders of
Class A common stock might otherwise receive a pranior their shares over the then-current markieep EMC is not prohibited from
selling a controlling interest in us to a third fyaand may do so without the approval of the had#rour Class A common stock and without
providing for a purchase of any shares of Clasemroon stock held by persons other than EMC. Acoatgli shares of Class A common
stock may be worth less than they would be if EM&Cribt maintain voting control over us or if EMQddiot have the additional rights
described above.

In the event EMC is acquired or otherwise undergoelsange of control, any acquirer or successadbwikntitled to exercise the voting
control and contractual rights of EMC, and may darsa manner that could vary significantly from EM historic practice.

By becoming a stockholder in our company, holdéisuo Class A common stock are deemed to haveaofiand have consented to the
provisions of our certificate of incorporation atfe master transaction agreement with respecettrttitations that are described above.

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 and services related to storageagement, back-up, disaster
recovery, security, system management and automaiovisioning and resource management. Therdearo assurance that EMC will not
engage in increased competition with us in theréutln addition, the intellectual property agreetrtbat we have entered into with EMC
provides EMC the ability to use our source codeiatallectual property, which, subject to limitaii it may use to produce certain products
that compete with ours. EMC'’s rights in this regartiend to its majority-owned subsidiaries, whiclild include joint ventures where EMC
holds a majority position and one or more of ounpetitors hold minority positions.

EMC could assert control over us in a manner whahid impede our growth or our ability to enter nenarkets or otherwise adversely
affect our business. Further, EMC could utilizecittrol over us to cause us to take or refraimftaking certain actions, including entering
into relationships with channel, technology anceottmarketing partners, enforcing our intellectualgerty rights or pursuing business
combinations, other corporate opportunities or pobadlevelopment initiatives that could adversefeetfour competitive position, including
our competitive position relative to that of EMCrirarkets where we compete with them. In additidlCEmaintains significant partnerships
with certain of our competitors, including Microsof

EMC’s competition in certain markets may affect our idity 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 which EMGCtiggpates. EMCS majority ownership in us might affect our abilioyeffectively partne
with these companies. These companies may favorampetitors because of our relationship with EMC.

EMC competes with certain of our significant chdntechnology and other marketing partners, inalgdBM and Hewlett-Packard.
Pursuant to our certificate of incorporation andestagreements that we have with EMC, EMC may tlaeebility to impact our relationship
with those of our partners that compete with EM@iol could have a material adverse effect on osulte of operations or our ability to
pursue opportunities which may otherwise be avhiladus.

Our investment in Pivotal Software, Inc.“(Pivotal,” previously known a§ GoPivotal, Inc.” ) may not prove successful.

In April 2013, we contributed technology and tramstd employees to Pivotal, a subsidiary of EM@hdshed to focus on Big Data and
Cloud Application Platforms. Pivotal is led by Pad#ritz, its Chief Executive Officer and our forn@hief Executive Officer, and includes
most employees and resources formerly working wittVC’'s Greenplum and Pivotal Labs organizationsl aur former vFabric (including
Spring and Gemfire), Cloud Foundry and Cetas omgdiuins, as well as related efforts. Pivotal'siabtb operate successfully will require,
among other factors:

» successfully integrating technology from both ud &MC;

» creating offerings for which there is suitable deoh&n the marketplac

» developing an effective go-toarket strateg'

» successfully competing and differentiating its dfigs from those of its competitors; ¢
* having access to adequate financial resourcestbifs operation

In the event that Pivotal is unable to operate sssitlly, we may be asked to contribute capitadweses to Pivotal or accept dilution in
ownership interest, and we may be unable to realizevalue from the technology and resources tleatawntributed to Pivotal.
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In order to preserve the ability for EMC to distrilbe its shares of our Class B common stock on a-free basis, we may be prevented from
pursuing opportunities to raise capital, to effecte acquisitions or to provide equity incentivesaer employees, which could hurt ot
ability to grow.

Beneficial ownership of at least 80% of the totating power is required in order for EMC to affectax-free spin-off of VMware or
certain other tax-free transactions. We have agieggdor so long as EMC or its successor-in-irgeontinues to own greater than 50% of the
voting control of our outstanding common stock,wik not knowingly take or fail to take any actidimat could reasonably be expected to
preclude EMC'’s or its successor-in-interest’s &piib undertake a tax-free spin-off. Additionaliynder our certificate of incorporation and the
master transaction agreement we entered into WitE Biwe must obtain the consent of EMC or its susoe#n-interest, as the holder of our
Class B common stock, to issue stock or other VMvggrcurities, except pursuant to employee benlafitsgprovided that we obtain Class B
common stockholder approval of the aggregate amuaber of shares to be granted under such plah&h could cause us to forgo capital
raising or acquisition opportunities that wouldertlise be available to us. As a result, we mayrbelpded from pursuing certain 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 fdCE liabilities. Under our master transaction agrent 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 be certain that we will be ableecover the full amount of our losses from
EMC.

Although we have entered into a tax sharing agrearhwith EMC under which our tax liabilities for mastransactions will effectively b
determined as if we were not part of any consoletitcombined or unitary tax group of EMC Corporati®r its subsidiaries, we nonethele
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 Corfioraor certain of its subsidiaries for state amchl income tax purposes. Pursuant to our
tax sharing agreement with EMC, we and EMC generaill make payments to each other such that, vatipect to tax returns for any taxable
period in which we or any of our subsidiaries an@uded in EMC’s consolidated group for U.S. fedl@raome tax purposes or any other
consolidated, combined or unitary group of EMC @ogpion or its subsidiaries, the amount of taxesegaid by us will be determined, sub
to certain adjustments, as if we and each of obsidiaries included in such consolidated, combimednitary group filed our own
consolidated, combined or unitary tax return.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes since ouuia@gpn by EMC, and expect to
continue to be included in such consolidated gifonperiods in which EMC owns at least 80% of thilk voting power and value of our
outstanding stock. Each member of a consolidatedpyduring any part of a consolidated return yegointly and severally liable for tax on
the consolidated return of such year and for afbgaguently determined deficiency thereon. Similarlysome jurisdictions, each member of a
consolidated, combined or unitary group for stkteal or foreign income tax purposes is jointly aederally liable for the state, local or
foreign income tax liability of each other membéth® consolidated, combined or unitary group. Adawgly, for any period in which we are
included in the EMC consolidated group for U.S efedl income tax purposes or any other consolida@uhpined or unitary group of EMC
Corporation and/or its subsidiaries, we could bbl& in the event that any income tax liability virsurred, but not discharged, by any other
member of any such group.

Any inability to resolve favorably any disputes tharise between us and EMC with respect to our pastl ongoing relationships may rest
in a significant reduction of our revenues and eanys.

Disputes may arise between EMC and us in a nunftemeas relating to our ongoing relationships,udahg:

» labor, tax, employee benefit, indemnification ariteo matters arising from our separation from E

» our reseller arrangements with EN

» employee retention and recruiti

* business combinations involving

» our ability to engage in activities with certainacimel, technology or other marketing partr

» sales or dispositions by EMC of all or any portadrits ownership interest in

» the nature, quality and pricing of services EMC ageeed to provide us or we have agreed to prdeidMC;

« arrangements with third parties that are exclusipt@ EMC;
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» arrangements with EMC for collaborative prodoictechnology development, marketing and salesities involving our technology,
employees and other resources;

» hbusiness opportunities that may be attractive tb BMC and us; ar
e product or technology development or marketingvites or customer agreements which may requiretimsent of EM(

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

The agreements we enter into with EMC may be anttngen agreement between the parties. While wearolled by EMC, we may
not have the leverage to negotiate amendmentese thgreements if required on terms as favorahle & those we would negotiate with an
unaffiliated third party.

Our CEO and some of our directors own EMC commongk or equity awards to acquire EMC common stochdasome of our directors
hold management positions with EMC, which could ciconflicts of interests that result in our not g on opportunities we otherwise
may have.

Our CEO and some of our directors own EMC commooksbr equity awards to purchase EMC common stiociddition, some of our
directors are executive officers or directors of EMind EMC, as the sole holder of our Class B comstock, is entitled to elect 8 of our 9
directors. Ownership of EMC common stock, restdatbares of EMC common stock and equity awardsitohgse EMC common stock by
our directors and the presence of executive olioedirectors of EMC on our board of directorsldatreate, or appear to create, conflicts of
interest with respect to matters involving botrangl EMC that could have different implications EMC than they do for us. Provisions of our
certificate of incorporation and the master tratisacagreement between EMC and us address corpmpptatunities that are presented to our
directors or officers that are also directors dicefs of EMC. There can be no assurance thatrbsgions in our certificate of incorporation
the master transaction agreement will adequatedyesd potential conflicts of interest or that ptitdrconflicts of interest will be resolved in
our favor, or that we will be able to take advaetaf corporate opportunities presented to indivisiugno are officers or directors of both us
and EMC. As a result, we may be precluded fromydngscertain growth initiatives.

EMC'’s ability to control our board of directors may rka it difficult for us to recruit independent dirgors.

So long as EMC beneficially owns shares of our camistock representing at least a majority of thees@ntitled to be cast by the holders
of outstanding voting stock, EMC can effectivelyntrel and direct our board of directors. Furthbe interests of EMC and our other
stockholders may diverge. Under these circumstapezsons who might otherwise accept our invitatajoin our board of directors may
decline.

We are a “controlled company” within the meaning ¢fie New York Stock Exchange rules and, as a resaft relying on exemptions from
certain corporate governance requirements that pid®/protection to stockholders of companies thaé avot “controlled companies.”

EMC owns more than 50% of the total voting poweowf common stock and, as a result, we are a “cldetr company” under the New
York Stock Exchange corporate governance standAsda.controlled company, we are exempt under e Mork Stock Exchange standards
from the obligation to comply with certain New Yo8tock Exchange corporate governance requiremieotading the requirements:

» that a majority of our board of directors constindependent directo

» that we have a corporate governance and nomgatmmittee that is composed entirely of indepahdeectors with a written
charter addressing the committee’s purpose an@nadggilities;

« that we have a compensation committee thatrigposed entirely of independent directors with atemi charter addressing the
committee’s purpose and responsibilities; and

« for an annual performance evaluation of the nommgadnd governance committee and compensation ctiew

While we have voluntarily caused our Compensatiwh @orporate Governance Committee to currentlydmeposed entirely of
independent directors, reflecting the requiremehtie New York Stock Exchange, we are not requicethaintain the independent
composition of the committee. As a result of our abthe “controlled company” exemptions, holdersur Class A common stock will not
have the same protection afforded to stockholdecempanies that are subject to all of the New Y8tlick Exchange corporate governance
requirements.
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Our historical financial information as a majorityewned subsidiary of EMC may not be representatiféhe results of a completely
independent public company.

The financial information covering the periods uméd in this Quarterly Report on Form 10-Q doesweaessarily reflect what our
financial condition, results of operations or clelws would have been had we been a completelypedéent entity during those periods. In
certain geographic regions where we do not hawvestablished legal entity, we contract with EMC sdilasies for support services and EMC
personnel who are managed by us. The costs inchyr&MC on our behalf related to these employeegassed on to us and we are charg
mark-up intended to approximate costs that woulchzeen charged had we contracted for such senwitiesin unrelated third party. These
costs are included as expenses in our condensedlated statements of income. Additionally, we &MC engage in intercompany
transactions, including agreements regarding tkeoli&EMC’s and our intellectual property and resthée, agreements regarding the sale of
goods and services to one another and to Pivatdlaa agreement for EMC to resell our productssandices to third party customers. If EN
were to distribute its shares of our common stodkststockholders or otherwise divest itself dfaala significant portion of its VMware
shares, there would be numerous implications to \dk&wincluding the fact that VMware would lose bemefit of these arrangements with
EMC. There can be no assurance that VMware woulabbeto renegotiate these arrangements with EM@pace them on the same or
similar terms. Additionally, our business coulddaignificant disruption and uncertainty as we dition from these arrangements with EMC.
Moreover, our historical financial information istmecessarily indicative of what our financial ddion, results of operations or cash flows
will be in the future if and when we contract an& length with independent third parties for teevices we have received and currently
receive from EMC. During the three and nine momihded September 30, 2014 , we recognized revemd&e anillion and $206 million
respectively, and as of September 30, 2014 , $2lipmof sales were included in unearned reverfuas such transactions with EMC. For
additional information, see “Management’s Discussaad Analysis of Financial Condition and Resuft®perations” and our condensed
consolidated financial statements and notes thereto

Risks Related to Owning Our Class A Common Stock
The price of our Class A common stock has fluctuatgubstantially in recent years and may fluctuaighstantially in the future.

The trading price of our Class A common stock hastfiated significantly since our IPO in August Z0B8or example, between
January 1, 2013 and September 30, 2014 , the glosiding price of our Class A common stock wastild, ranging between $65.53 and
$111.80 per share. Our trading price could fluetsatbstantially in the future due to the factosxdssed in this Risk Factors section and
elsewhere in this Quarterly Report on Form 10-Q.

Substantial amounts of Class A common stock am lyebur employees and EMC, and all of the shafesioClass B common stock,
which may be converted to Class A common stock upgoest of the holder, are held by EMC. ShareSlags A common stock held by EMC
(including shares of Class A common stock that miighissued upon the conversion of Class B comrtamk}kare eligible for sale subject to
the volume, manner of sale and other restrictidriRube 144 of the Securities Act of 1933, as amen(dee “Securities Act”), which allows the
holder to sell up to the greater of 1% of our ansling Class A common stock or our four-week avemagekly trading volume during any
three-month period and following the expiratiortledir contractual restrictions. Additionally, EM@gsesses registration rights with respect tc
the shares of our common stock that it holds. IfE&hooses to exercise such rights, its sale oflthees that are registered would not be
subject to the Rule 144 limitations. Additionallize provisions of our charter documents and theaagents that we entered into with EMC
prior to our IPO enable EMC to elect to distribatkof its holdings of our Class A and Class B coomstock to EMC stockholders and require
us to register the shares so they could be resdltkipublic trading markets. If a significant ambaf the shares that become eligible for resal
enter the public trading markets in a short pedbtime, the market price of our Class A commorcktmay decline. Additionally, if our Class
B common stock is distributed to EMC stockholderd eemains outstanding, it would trade separateiynfand potentially at a premium to our
Class A common stock, and could thereby contrildtditional volatility to the price of our Class Aromon stock.

Additionally, broad market and industry factors niegcrease the market price of our Class A comnmekstegardless of our actual
operating performance. The stock market in gerardltechnology companies in particular have oftggesenced extreme price and volume
fluctuations. In addition, in the past, followingnnds of volatility in the overall market and thrarket price of a company’s securities,
securities class action litigation has often bewstituted, including against us, and, if not resdlewiftly, can result in substantial costs and a
diversion of management’s attention and resources.

If securities or industry analysts change their mmendations regarding our stock adversely, ourcét@rice and trading volume coul
decline.

The trading market for our Class A common stodkfisienced by the research and reports that industsecurities analysts publish about
us, our business, our market or our competitoranyf of the analysts who cover us change their
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recommendation regarding our stock adversely, avigde more favorable relative recommendations abautompetitors, our stock price
would likely decline.

Delaware law and our certificate of incorporatiomna bylaws contain an-takeover provisions that could delay or discourag&eover
attempts that stockholders may consider favorable.

Provisions in our certificate of incorporation amdaws will have the effect of delaying or prevagtia change of control or changes in oul
management. These provisions include the following:

the division of our board of directors into targlasses, with each class serving for a stagdlered-year term, which prevents
stockholders from electing an entirely new boardicéctors at any annual meeting;

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

following a 355 distribution of Class B commadonek by EMC to its stockholders, the restrictioatth beneficial 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 taid approval of our board of directors prior ¢gj@iring beneficial ownership of
at least 5% of Class B common stock;

the prohibition of cumulative voting in the dlien of directors or any other matters, which woatberwise allow less than a majority
of stockholders to elect director candidates;

the requirement for advance notice for nominatfonglection to the board of directors or for prejmy matters that can be acted u
at a stockholders’ meeting;

the ability of the board dafirectors to issue, without stockholder approvplfa100,000,000 shares of preferred stock witmseset b
the board of directors, which rights could be setochose of common stock; and

in the event that EMC or its successor-in-iréer®m longer owns shares of our common stock reptigy at least a majority of the
votes entitled to be cast in the election of dwextstockholders may not act by written consedtrany not call special meetings of
stockholders.

Until such time as EMC or its successor-in-intepestses to beneficially own 20% or more of thetanting shares of our common stock,
the affirmative vote or written consent of the heklof a majority of the outstanding shares ofGkess B common stock will be required to:

amend certain provisions of our bylaws or certificaf incorporatior

make certain acquisitions or dispositic

declare dividends, or undertake a recapitalizatioiiguidation

adopt any stockholder rights plan, “poison pilt"other similar arrangeme

approve any transactions that would involve agee consolidation, restructuring, sale of subtiddiy all of our assets or any of our
subsidiaries or otherwise result in any persomtityeobtaining control of us or any of our subsiigs; or

undertake certain other actio

In addition, we have elected to apply the provisiohSection 203 of the Delaware General Corpandtew. These provisions may
prohibit large stockholders, in particular thosenavg 15% or more of our outstanding voting stoc&nf merging or combining with us. These
provisions in our certificate of incorporation doylaws and under Delaware law could discouragentiaigakeover attempts and could reduce
the price that investors might be willing to pay $hares of our common stock.

ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
(a) Sales of Unregistered Securi
None.

(b) Use of Proceeds from Public Offering of Commaock
None.
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* (c) Purchases of Equity Securities by the IssuerAdfiliated Purchase!
Purchases of equity securities during the threethsoended September 30, 2014 :

Approximate Dollar

Total Number of Shares Value of Shares That May
Purchased as Part of Publicly Yet Be Purchased Under the
Announced Plans or Publicly Announced Plans
Total Number of Average Price Paid Per Programs or Programs
Shares Purchased (1) Share (1)(2) Q) (2)
July 1 — July 31, 2014 92,32¢ % 96.91 92,32¢ $ 244,112,15
August 1 — August 31, 2014 343,98 99.4¢ 343,98 1,209,898,29
September 1 — September 30, 2014 — — = 1,209,898,29
436,31t 98.9- 436,31! 1,209,898,29

(1) In August 2013, VMware's Board of Directorgharized the repurchase of up to $700 million of Wate's Class A common stock
through the end of 2015 . Also, in August 2014, Vafels Board of Directors authorized the repurcloisp to an additional $1 billion of
VMware's Class A common stock through the end d62&Mwares Class A common stock has been, and may in thesflie, purchast
pursuant to our stock repurchase authorizations) fime to time, in the open market or through g@vtransactions, subject to market
conditions. We are not obligated to purchase aayeshunder our stock repurchase program. Subjegiticable laws, repurchases under
our stock repurchase program may be made at smels tind in such amounts as we deem appropriatdiniimg of any repurchases and
the actual number of shares repurchased will deparalvariety of factors, including VMware’s stqetice, cash requirements for
operations and business combinations, corporateendatory requirements and other market and angnoonditions. Purchases under
our stock repurchase program can be discontinuadyatime that we feel additional purchases arevastanted.

(2) The average price paid per share excludes commg

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS
Incorporated by Reference
Exhibit . - Filed Form/
Number Exhibit Description Herewith File No. Date
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 7/9/2007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
31.1 Certification of Principal Executive Officer reqad by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.z Certification of Principal Financial Officer reqeul by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
101.INS XBRL Instance Document X
101.SC+ XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRE  XBRL Taxonomy Extension Presentation Linkbase X
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, thereduaty authorized.

VMWARE, INC.

Dated:November 5, 2014 By: /sl Kevan Krysler

Kevan Krysler
Senior Vice President, Chief Accounting Officer
(Principal Accounting Officer)
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EXHIBIT INDEX

Incorporated by Reference

Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 7/9/2007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
31.1 Certification of Principal Executive Officer rega by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.z Certification of Principal Financial Officer reqeut by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002.
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
101.INS XBRL Instance Document X
101.SC+ XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRE  XBRL Taxonomy Extension Presentation Linkbase X
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Patrick P. Gelsinger, certify that:
1. | have reviewed this quarterly report on Fol®rQof VMware, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4.  The registrant’s other certifying officer(s)dahare responsible for establishing and maintainiisclosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15d))15f&d internal control over financial reporting @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

a. Designed such disclosure controls and procedareaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

b. Designed such internal control over finanodgdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargaadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c.  Evaluated the effectiveness of the registradiSslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regasi's internal control over financial reporting;dan

5.  The registrant’s other certifying officer(s)danhave disclosed, based on our most recent et@aduef internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refiwoancial information; and

b.  Any fraud, whether or not material, that imedvmanagement or other employees who have a sgmifiole in the registrant’s
internal control over financial reporting.

Date: November 5, 2014 By: /s/ Patrick P. Gelsinger

Patrick P. Gelsinger
Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jonathan C. Chadwick, certify that:
1. | have reviewed this quarterly report on Fol®rQof VMware, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4.  The registrant’s other certifying officer(s)dahare responsible for establishing and maintainiisclosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15d))15f&d internal control over financial reporting @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

a. Designed such disclosure controls and procedareaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

b. Designed such internal control over finanodgdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargaadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c.  Evaluated the effectiveness of the registradiSslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regasi's internal control over financial reporting;dan

5.  The registrant’s other certifying officer(s)danhave disclosed, based on our most recent et@aduef internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refiwoancial information; and

b.  Any fraud, whether or not material, that imedvmanagement or other employees who have a sgmifiole in the registrant’s
internal control over financial reporting.

Date: November 5, 2014 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer, Chief Operating Officer and Executive Vice President
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

I, Patrick P. Gelsinger, certify pursuant to 18 \@.SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that, to my knowledge, the Quarterly Report of VMeyanc. on Form 10-Q for the fiscal quarter en8egtember 30, 201fdlly complies with

the requirements of Section 13(a) or 15(d) of theusities Exchange Act of 1934 and the informationtained in such Form 10-Q fairly
presents, in all material respects, the finanaaldition and results of operations of VMware, Inc.

Date: November 5, 2014 By: /s/ Patrick P. Gelsinger

Patrick P. Gelsinger
Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

I, Jonathan C. Chadwick, certify pursuant to 18.0.Section 1350, as adopted pursuant to Secti6robthe Sarbanes-Oxley Act of
2002, that, to my knowledge, the Quarterly RepbiMware, Inc. on Form 10-Q for the fiscal quaréerded September 30, 2014 fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 arditfiormation contained in such Form 10
Q fairly presents, in all material respects, timaficial condition and results of operations of VMeyanc.

Date: November 5, 2014 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer, Chief Operating Officer and Executive Vice President
(Principal Financial Officer)




