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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

SUBJECT TO COMPLETION, DATED JUNE 11, 2007
PROSPECTUS

Shares

VMware, Inc.

Class A Common Stock
$ per share

We are selling shares of Class A commoaokstWe have granted the underwriters an optiqrutchase up to additional
shares of Class A common stock from us to cover-alletments.

This is the initial public offering of our Class@@mmon stock. We currently expect the initial palglffering price of our Class A
common stock to be between $ and $ per share. We expect to apply to list ol@s€ A common stock on the New York Stock
Exchange under the symbol “VMW.”

We are currently a wholly owned subsidiary of EMGr@bration, or EMC, and following this offering EM@ill continue to be our
controlling stockholder. Following this offering.emvill have two classes of authorized common st@lss A common stock and Class B
common stock. EMC, will own 32,500,000 shares @&sSIA common stock and all 300,000,000 sharesasst common stock, representing
approximately % of our total outstandin@i®s of common stock. The rights of the holderGlaks A and Class B common stock are
identical, except with respect to voting, convemsicertain actions that require the consent ofdrmslaf Class B common stock and other
protective provisions as set forth in this prospscihe holders of Class B common stock shall bidexhto 10 votes per share and the holders
of Class A common stock shall be entitled to one\er share. Therefore, EMC will hold approximatel % of the combined voting power
of our outstanding common stock upon completiothisf offering.

Investing in our Class A common stock involves risk See ‘Risk Factors” beginning on page 12.

Neither the Securities and Exchange Commissiorangistate securities commission has approved apgisved of these securities or
determined if this prospectus is truthful or cont@lé\ny representation to the contrary is a crirhafiense.

Per Share Total
Public Offering Price $
Underwriting Discoun $
Proceeds to VMwar $

»H H &

The underwriters expect to deliver the shares tot@asers on or about , 2007.

Citi JPMorgan Lehman Brothers
Credit Suisse Merrill Lynch & Co. Deutsche Bank Securitie




Banc of America Securities LLC Bear, Stearns & Co. Inc. UBS Investment Banl
Wachovia Securities A.G. Edwards HSBC

, 200°
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You should rely only on the information contained m this document or to which we have referred you. W have not authorized
anyone to provide you with information that is different. This document may only be used where it igdal to sell these securities. The

information in this document may only be accurate o the date of this document.
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SUMMARY

This summary highlights information contained elsere in this prospectus. This summary sets foehrhterial terms of this offering,
but does not contain all of the information thatiyghould consider before investing in our ClasoAmon stock. You should read the entire
prospectus carefully before making an investmeaisdn, especially the risks of investing in ouag€d A common stock discussed ur‘Risk
Factors” Unless the context otherwise requires, the tefws,” “us,” “our,” “our company” and “VMware” refer to VMware, Inc. and its
consolidated subsidiaries. Unless the context eties requires, the term “EMC” refers to our parezémpany, EMC Corporation, and its
consolidated subsidiaries other than us.

Our Business

We are the leading provider of virtualization s@uos. Our virtualization solutions represent a pieing approach to computing that
separates the operating system and applicatiowa@tfrom the underlying hardware to achieve sigaift improvements in efficiency,
availability, flexibility and manageability. Our kions enable organizations to aggregate mulplwers, storage infrastructure and networks
together into shared pools of capacity that caalleeated dynamically, securely and reliably tolaions as needed, increasing hardware
utilization and reducing spending. We believe thatmarket opportunity for our virtualization satuts is large and expanding, with
24.8 million x86 servers and 489.7 million businesnt PCs installed worldwide as of December 2@ér customer base includes 100% of
the Fortune 100 and over 84% of the Fortune 1,000.customer base for our server solutions has mgtovinclude 20,000 organizations of all
sizes across numerous industries. We believe dutigas deliver significant economic value for austers, and many have adopted our
solutions as the strategic and architectural fotiaddor their future computing initiatives.

In the eight years since the introduction of otstfirtualization platform, we have expanded offering with virtual infrastructure
automation products to address distributed andtg@@eous infrastructure challenges such as systeowerability and reliability, backup and
recovery, resource provisioning and managemengaigpand performance management and desktop sedMe have also complemented
virtualization platforms with a suite of relatedtuial infrastructure management products. Our beratiproven suite of virtualization solutions
addresses a range of complex IT problems thatdeciofrastructure optimization, business continustyftware lifecycle management and
desktop management.

We work closely with over 200 technology partnéms|uding leading server, processor, storage, nedwg and software vendors. We
have shared the economic opportunities surroundigglization with our partners by facilitatinglation development through open
application programming interfaces (APIs), formatsl protocols and providing access to our sourde emd technology. The endorsement
support of our partners have further enhancedwaeness, reputation and adoption of our virtutibnesolutions.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segrogtits market. We derive a
significant majority of our revenues from our laigdirect sales channel of more than 4,000 chapasthers that include distributors, resellers,
x86 system vendors and systems integrators. Weueethat our partners benefit greatly from the s&leur solutions through additional
services, software and hardware sales opportunitieshave trained a large number of partners addusars to deploy and leverage our
solutions.

We have achieved strong financial performance te,d& demonstrated by our revenue growth. Oulrrtanues were $703.9 million in
2006 and $387.1 million in 2005, representing amdase of 82% in 2006. Software license revenues $£91.9 million in 2006 and $287.0
million in 2005, representing an increase of 7192006.
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Industry Background

The introduction of x86 servers in the 1980s predid low-cost alternative to mainframe and proarieUNIX systems. The broad
adoption of Windows and the emergence of Linuxexses operating systems in the 1990s establishéds&B/ers as the industry standard. The
growth in x86 server and desktop deployments hasdoced new operational risks and IT infrastruettinallenges. These challenges include:

Low Infrastructure Utilizatior. Typical x86 server deployments achieve anayeutilization of only 10% to 15% of total capgc
according to International Data Corporation (ID&)narket research firm. Organizations typically ome application per server to
avoid the risk of vulnerabilities in one applicatiaffecting the availability of another application the same serve

Increasing Physical Infrastructure Cos. The operational costs to support growing ptgldnfrastructure have steadily increas
Most computing infrastructure must remain operatiat all times, resulting in power consumptiomplatgy and facilities costs that
do not vary with utilization levels

Increasing IT Management Co:.. As computing environments become more complex|evel of specialized education and
experience required for infrastructure managemerggnnel and the associated costs of such persbanelincreased. Organizations
spend disproportionate time and resources on maasiad associated with server maintenance, and¢lqusre more personnel to
complete these task

Insufficient Failover and Disaster Protecti. ~Organizations are increasingly affected bydbentime of critical server applicatic
and inaccessibility of critical end user desktofi®e threat of security attacks, natural disasteralth pandemics and terrorism has
elevated the importance of business continuity mitegnfor both desktops and serve

Desktop Management and Secu. Managing and securing enterprise desktopseptesimerous challenges. Controllin
distributed desktop environment and enforcing mansnt, access and security policies without impgitisers’ ability to work
effectively is complex and expensive. Numerouspegcand upgrades must be continually applied thtole€nvironments to
eliminate security vulnerabilitie

Virtualization was first introduced in the 1970satoable multiple business applications to sharefalhdharness the centralized
computing capacity of mainframe systems. Virtudlmawas effectively abandoned during the 1980sX3fiDs when clienserver application
and inexpensive x86 servers and desktops estathlitebemnodel of distributed computing. Rather thiaaring resources centrally in the
mainframe model, organizations used the low cosligifibuted systems to build up islands of compwtapacity, providing some benefits but
also introducing new challenges. In 1999, VMwatedduced virtualization to x86 systems as a mearmdficiently address many of these
challenges and to transform x86 systems into géparpose, shared hardware infrastructure thatrefidl isolation, mobility and operating
system choice for application environments.

We believe that the addressable market opportdmitgur virtualization solutions is large and exgeng. IDC estimates that less than
one million of the 24.8 million x86 servers andsl¢isan five million of the 489.7 million businedent PCs deployed worldwide are running
virtualization software. We believe industry trendsards more powerful yet under-utilized mudtire servers and the increasing complexit
managing desktop environments will further accetethe widespread adoption of virtualization fottbserver and desktop deployments.

2
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Our Solution

Our virtualization solutions run on industry-stargtlaervers and desktops and support a wide rangpeséting system and application
environments, as well as networking and storagastifucture. We have designed our solutions totioméndependently of the hardware and
operating system to provide customers with a bplatform choice. Our solutions provide a key intggm point for hardware and
infrastructure management vendors to deliver difiiated value that can be applied uniformly acedlsapplication and operating system
environments. Key benefits to our virtualizatiomusions include:

Server Consolidation and Infrastructure Optimizati Our solutions enable organizations to achiggeificantly higher resourc
utilization by pooling common infrastructure resoes and breaking the legs“one application to one ser” model.

Physical Infrastructure Cost Reductic Through server consolidation and containmeunt,solutions reduce the required numbe
servers and other related infrastructure overh®aglanizations are able to significantly decreasesiglal infrastructure costs through
reduced data center space, power and cooling sxgaints

Improved Operational Flexibility and Responsiven We offer a set of automation and managementisak that reduce tt
amount of time IT professionals must spend on Igrgeactive tasks, such as provisioning, configoratmonitoring and
maintenance. Additionally, as the need for physitfrhstructure decreases, so does the need fdnighé/-specialized personnel
required to manage and maintain such environm

Increased Application Availability and Improved Biwess Continuit.  Our solutions enable organizations to redwath plannec
and unplanned downtime in their computing environtady allowing them to securely migrate entireual environments to
separate servers or even data center locationsutitlser interruptior

Improved Desktop Manageability and Secu. Our desktop virtualization solutions allowdfganizations to efficiently control a
secure desktop environments to end users regaafiéissir location, desktop hardware, operatingesysor business application
access need

Our Competitive Strengths

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

leading technology and market positis
broad product portfolic

platform neutrality and open standar

large installed base of custome

strong partner network; ar

robust global support operations and servi
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Our Growth Strategy

Our objective is to extend our market leadershipiitualization solutions. To accomplish this oltjee, we intend to:
» broaden our product portfoli

e promote operating system and hardware neutr:

» expand our network of technology and distributi@ntpers;

* increase sales to existing customers and pursueuastwmers; an

* increase market awareness and drive adoption tofalization.

Risks that We Face

You should carefully consider the risks describadar “Risk Factors” and elsewhere in this prospecitnese risks could materially and
adversely impact our business, financial conditaperating results and cash flow, which could cabsdrading price of our Class A common
stock to decline and could result in a partialaatloss of your investment.

Our Relationship with EMC

We were acquired by EMC in January 2004, and padhis offering we were operated as a wholly owselsidiary of EMC. As a rest
in the ordinary course of our business, we haveived various services provided by EMC, includiag, taccounting, treasury, legal and hui
resources services. EMC has also provided us Wélseérvices of a number of its executives and eyepl® prior to this offering and will
continue to do so after this offering.

EMC Will Be Our Controlling Stockholder. Immediately following this offering, EMC, whiahill hold % of our Class A
common stock and 100% of our Class B common steitkpwn approximately % of our outstandiogmmon stock and % of the
combined voting power of our outstanding commoiels{@pproximately % of our outstanding coamstock and % of the combined
voting power of our outstanding common stock if timelerwriters exercise in full their ovallotment option). As a result, EMC will continua
control us following the completion of this offegnand will be able to exercise control over altt@ requiring stockholder approval,
including the election of our directors and appt@fssignificant corporate transactions.

Agreements Between EMC and Us. We will enter into several agreements with Ephdr to the completion of this offering, including
a master transaction agreement, an administragingéces agreement, a new tax sharing agreemeintediectual property agreement, an
employee benefits agreement, an insurance magiege@ent and a real estate agreement. For a déstigp these agreements and the other
agreements that we will enter into with EMC, re&@ftain Relationships and Related Person Transestidelationship with EMC
Corporation.”



Table of Contents

Corporate Facts

We were incorporated in Delaware in 1998 and hgezaied, in large part, as an independent entigesbur inception. Since our
acquisition by EMC in January 2004, we have beemally owned subsidiary of EMC. Our headquarteeslacated at 3145 Porter Drive, Palo
Alto, California 94304 and our phone number is (6505-5000. Our website is www.vmware.com. Inforimatontained on, or that can be
accessed through, our website does not constituteopthis prospectus.

VMware is our registered trademark. The VMware lagour trademark. This prospectus also includedetnames, trademarks and
service marks of other companies and organizatibmsughout this prospectus, references to “desKtogfer to various common types of
personal computers, including desktops, laptops,natebooks among others, and references to “ssitleent PCs” refer to desktops used by
business users.
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Class A common stock offered by

Class A common stock to be outstanding &
this offering

Class B common stock to be outstanding ¢
this offering

Total common stock to be outstanding after
offering

Voting rights

Use of proceed

Listing

Proposed symbc

(1) EMC'’s ownership of our Class A and Class B commntoglswill represent approximately

common stock and

THE OFFERING

share

shares, including 32,500,000 shareseatly held by EMGY

300,000,000 shares, all of which are held by EMC

share

Following this offering, we will have two classefsamthorized common stock: Class
common stock and Class B common stock. The rightiseoholders of Class A and Class B
common stock are identical, except with respeebting, conversion, certain actions that
require the consent of holders of Class B commocksand other protective provisions as
set forth in this prospectus. The holders of CBig®mmon stock are entitled to 10 votes
share, and the holders of Class A common stockratited to one vote per share. Each
share of Class B common stock is convertible ime share of Class A common stock at
any time. Se“Description of Capital Stoc”

We estimate that our net proceeds from this ofeviill be approximately $ millic
$ million if the underwriters exercigefull their over-allotment option), based on
the assumed initial public offering price of $ per share (the midpoint of the range set
forth on the cover page of this prospectus). Wenidtto use these net proceeds to repay
approximately $ of intercompany indelntess owed to EMC incurred to fund a
dividend to EMC, to purchase from EMC our new hegaiter facilities for an amount eqt
to the cost expended by EMC to date in construdtiegacilities, which we estimate will
approximately $ as of 2007, to fund the costs of completing our new
headquarters facilities, which we estimate willdpproximately $ , and for working
capital and other general corporate purposes,divgjuto finance our growth, develop new
products, fund capital expenditures and potentiglissitions. Sei“Use of Proceed”

Our Class A common stock has been authorizeddtingj on the New York Stock
Exchange

“VMW”

% of dotal outstanding shares of

% of the combined votiaggr of our outstanding common stock following tbffering.

In connection with the offering, we are conductingoluntary exchange offer pursuant to which wecdfering our eligible employees 1
ability to exchange their existing EMC options aestricted stock awards

6
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for options to purchase our Class A common stockrastricted stock awards of our Class A Commoaokstespectively, at an exchange ratio
based upon EMC'’s two-day weighted average tradiiag prior to the consummation of this offering ahd initial public offering price of our
Class A common stock. In this prospectus, we rieféhis voluntary exchange offer as the “excharifer 8

Unless otherwise stated, the number of sharesassG\ and Class B common stock outstanding immedgliatter this offering is based
upon the offering of shares of Classofnmon stock pursuant to this offering and 32,600 shares of Class A common stock and
300,000,000 shares of Class B common stock outistgurdmediately prior to this offering and excludes

» 80 million shares of Class A common stock resefeedssuance under our 2007 Equity and IncentianPihcluding approximatel
29 million shares of Class A common stock issuablen the exercise of stock option awards granteliive 2007 at an exercise p
of $23 per share and approximately 450 thousanetstad our Class A common stock deliverable upenvisting of restricted stock
units; anc

» shares of Class A common stock issuable either thmexercise of stock option awards or restristedk awards that will b
granted pursuant to the terms of the exchange.t

Assuming that:

» all employees eligible to take part in the exchaoifier tender their existing EMC options and redé&il stock awards in exchange
options to purchase our Class A common stock astdiceed stock awards of our Class A common stoespectively

+ EMC's weighted average stock price, as calculated potda the terms of the exchange offer, is equeIMiL’ s closing price o

$ as of , 2007; i
« the initial public offering price for shares of oQitass A common stock is $ (the midpoirthe range set forth on the cover
page of this prospectus
then shares of Class A common stodkbeiissuable upon the exercise of stock opticastgd pursuant to the exchange offer (with a
weighted-average strike price of $ ) and shares of Class A common stock wélsibject to restricted stock awards granted

pursuant to the exchange offer.

If EMC’s weighted average stock price as calculggesuant to the terms of the exchange offer i8Ggreater and the other assumptions
set forth above remain the same, then  more shares of Class A common stock will be issuiapbn the exercise of stock options granted
in the exchange offer and more shaf&@ass A common stock will be subject to restitstock awards granted in the exchange offer.
If EMC’s weighted average stock price as calculatesuant to the terms of the exchange offer i8®less and the other assumptions set forth
above remain the same, then fewereshafr Class A common stock will be issuable up@netkercise of stock options granted in the
exchange offer and fewer shares o§€hacommon stock will be subject to restrictedtktawards granted in the exchange offer.

If the initial public offering price for shares ofir Class A common stock is $1.00 greater and ther @ssumptions set forth above rer
the same, then fewer shares of Classmmon stock will be issuable upon the exercisgtatk options granted in the exchange offer
and fewer shares of Class A commockstdll be subject to restricted stock awards gedrih the exchange offer. If the initial public
offering price for shares of our Class A commorcktis $1.00 less and the other assumptions sét &mve remain the same, then
more shares of Class A common stock will be issiapbn the exercise of stock options granted irekohange offer and more shares
of Class A common stock will be subject to reseritstock awards granted in the exchange offer.

Unless otherwise stated, all information in thisgectus assumes the underwriters do not exehaggeover-allotment option.

7
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SUMMARY CONSOLIDATED FINANCIAL DATA

The following tables present our summary consodiddtistorical financial information. You should dethis information together
with the consolidated financial statements andedlaotes and the information under “Managemenissssion and Analysis of
Financial Condition and Results of Operations” iield elsewhere in this prospectus.

The data for the years ended December 31, 200@@0t and the period from January 9, 2004 to Dece®ibe2004 have been
derived from our audited consolidated financiatesteents included elsewhere in this prospectus.diite for the three months ended
March 31, 2007 and 2006 have been derived fronunaudited consolidated financial statements inauglsewhere in this prospectus.
We have prepared the unaudited consolidated finhstEatements on the same basis as the auditedlictated financial statements and
the opinion of management, the statements refleatipistments, which include only normal recurremjustments, necessary to present
fairly the financial information set forth in theseatements. On January 8, 2004, all of our cagitadk was purchased by EMC. The
acquisition was accounted for as a purchase; aicgdyd our assets and liabilities were adjusteth&r fair market values. Prior to the
acquisition by EMC, our fiscal year ended on Jap34r. In connection with the acquisition, our fisgaar end was changed to
December 31 to conform to EMEYear end. The data for the fiscal year endedaigr8i, 2003 was derived from the audited constdid
financial statements of our predecessor, whichnaténcluded in this prospectus. The data for theqgal from February 1, 2003 to
January 8, 2004 was derived from the unauditedaimzged financial statements of our predecesshighware not included in this
prospectus. As a result of our acquisition by EM@ the resulting change in basis, the results efaipns and financial position of our
predecessor are not comparable with our resultgerfations and financial position following our aisition by EMC.

Our consolidated financial statements include alfionis of certain corporate functions provided sdoy EMC, including general
corporate expenses. These allocations were maee basestimates of effort or resources incurredwrbehalf and which are considered
reasonable by management. Additionally, certairiotiosts incurred by EMC for our direct benefiglsas rent, salaries and benefits t
been included in our financial statements.

The financial statements included in this prospeatay not necessarily reflect our results of opemat financial position and cash
flows as if we had operated as a stand-alone coyngharing all periods presented. Accordingly, owstaiical results should not be relied
upon as an indicator of our future performance.
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Successor Compan'

Predecessor Compan

Three Months Ended
March 31,
2007 2006

Years Ended

December 31,
1 January 9, 2004 tc
2006 2005 December 31, 20C

Period from

Period from
February 1, 2003 tc Year Ended
January 8, 2004 January 31, 200:

(in thousands, except per share amounts)
Summary of Operations:

(in thousands)

Pro forma basic and diluted
earnings per share for
Class A and Class ®

Pro forma weighted averay
shares, basic and dilute

for Class A and Class

Revenues
License® $169,55° $ 90,30 $491,90: $287,00¢ $ 178,87 $ 61,98 $ 31,21¢
Serviced? 89,13¢ 38,77 212,00: 100,06¢ 39,88! 12,22( —
Total revenue 258,69 129,07 703,90« 387,07 218,75t 74,20( 31,21¢
Costs of revenue:
Cost of license revenue
@6 20,55¢ 12,40¢ 59,20: 40,34( 32,81 3,44¢ 5,59¢
Cost of services revenues
@6 23,46¢ 9,59¢ 64,18( 24,85 12,62¢ 4,77( —
44,02« 22,004 123,38: 65,19: 45,43¢ 8,21¢ 5,59¢
Gross profit 214,67.  107,07: 580,52: 321,88:. 173,32( 65,98 25,62(
Operating expense
Research an
developmen®) 54,95¢ 22,33t 148,25 72,56! 43,90( 25,38: 15,78¢
Sales and marketing 86,701 42 ,56¢ 238,32 124,96 59,97¢ 23,02¢ 12,45
General and
administrative® 26,62« 11,847 69,60: 30,76: 19,03} 11,53¢ 4,16¢
In-process research anc
developmen — — 3,70( — 15,20( — —
Operating income (los! 46,38 30,32t 120,63¢ 93,59t 35,20 6,03z (6,799
Investment incom 2,971 34C 3,271 3,071 53 463 554
Other income (expense), r 59 (34¢) (1,369 (1,337) (120) (27) —
Income (loss) before tax: 49,41¢ 30,317 122,54 95,34( 35,15( 6,46¢ (6,239
Income tax provisioff) 8,33¢ 9,981 36,83 28,56 18,36¢ 1,84¢ 14E
Income (loss) before
cumulative effect of
change in accounting
principle 41,08( 20,33¢ 85,71¢ 66,77¢ 16,78: 4,62( (6,389
Cumulative effect of
change in accounting
principle (net of tax — 1,23¢ 1,23¢ — — — —
Net income (loss $ 41,08 $ 21577 ¢$8695( $66,77% $ 16,78.| $ 462( $ (6,389
Net income per weighte
average share, basic and
diluted for Class A and
Class B $ 01z $ 00 $ 02 $ 02 $ 0.0t N/A N/A
Weighted average shares,
basic and diluted for
Class A and Class 332,50C  332,50( 332,50( 332,50( 332,50( N/A N/A
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As of March 31, 2007
Pro Forma
Actual As Adjusted ©®
(in thousands)

Balance Sheet Data

Cash and cash equivalel $ 258,46¢ $
Working capital 3,44¢
Total asset 1,244,31
Total stockholders’ equity (deficit} (183,49)

(1) InJune 2006, we acquired all of the outstandirageshof Akimbi Systems, Inc. See Note B to the olidated financial statemen
included elsewhere in this prospect

(2) The Company did not separate its revenues or ¢ostvenues between license and services for thegreged January 31, 2003. For
purposes of this presentation, the total revenodgatal cost of revenues for such period have Ipeesented as license revenues and cos
of license revenues, respective

(3) Includes stoc-based compensation, acquisi-related intangible amortization and capitalizedwafe development costs amortizati
and excludes capitalized software development castsdicated in the table belo

Successor Compan Predecessor Compan'
Three Months Year Ended Period from January 9,
Ended March 31, December 31, Period from February 1,
2004 to December 31, Year Ended
2007 2006 2006 2005 2004 2003 to January 8, 200 January 31, 200:

Cost of license revenu
Stock-based

compensatiol $ 36 $ 14 $ 99 $ — $ — $ — $ —
Acquisition-related

intangible

amortization 5,21t 5,381 21,84( 23,357 25,487 — —
Capitalized software

development costs

amortizatior 7,981 2,76¢ 22,29¢ 6,15¢ 1,317 — —

Cost of services

revenues — —
Stock-based

compensatiol 494 39t 2,38¢ 1,29¢ 1,061 — —

Research an

developmer
Stock-based

compensation not

capitalized 6,39 2,22t 26,34: 14,65¢ 10,29: — —
Total capitalized

software

development cos! (7,599 (17,67)) (43,019 (25,109 (8,15%) — —
Stock-based

compensation

included in total

capitalized software

development costs

above 927 5,32¢ 10,48¢ 3,54¢ — — —

Sales and marketin
Stock-based

compensatiol 2,94¢ 1,84( 12,02( 5,341 4,672 — —
Acquisition-related

intangible

amortizatior 577 544 2,18¢ 1,78¢ — — —

General and

administrative
Stock-based

compensatiol 1,77¢ 1,99¢ 10,38! 5,77¢ 3,51¢ — —
Acquisition-related

intangible

amortizatior 492 374 1,49¢ 1,00(¢ 77z — —

(4) The income tax effect of stock-based compensasioguisition-related intangible amortization, calpted software development costs
and amortization of capitalized software developoests was $5,144, $(167), $18,042, $9,567, $9883and $—for the three montt
ended March 31, 2007 and 2006, the years endechiibere31, 2006 and 2005, the period from Janua?9@4 to December 31, 2004,
the period from February 1, 2003 to January 8, 20042003, respectivel
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(5)

(6)

(7)

Unaudited pro forma per share data gives effedhenweighted average shares used in the calcojdatidhe additional shar
which, when multiplied by the assumed offering eraf $ per share (the midpoint of the rasefeforth on the cover page of this
prospectus), and after giving effect to a pro &dliacation of offering costs, would have been reggiito be issued to generate proceeds
sufficient to pay the portion of the $800,000 demd declared in April 2007 (see Note M to the ctidated financial statements included
elsewhere in this prospectus) that exceeded thé r@oant yed' s net earnings

The pro forma as adjusted balance sheet data gffexs to (i) the issuance and sale of shares of our Class A common stock in
offering at an assumed initial public offering ricf $ per share (the midpoint of the rasefeforth on the cover page of this
prospectus), (ii) the repayment of $ ohpipal amount of the $800,000 intercompany noténearred to fund a dividend to EMC,
(iii) the purchase from EMC of our new headquafaeilities for an amount equal to the cost expenage&MC to date in constructing t
facilities, which we estimate will be approximat&y as of , 2007, and (M@ tdeduction of estimated underwriting
discounts and offering expenses payable b

The stockholde’ equity (deficit) as of March 31, 2007, gives retrtbee effect to the $800,000 dividend paid to EMGhe form of ¢
note in April 2007. See Note M to the financiatstaents

11



Table of Contents

RISK FACTORS

You should carefully consider the risks describelbly before making a decision to buy our Class Wrmon stock. If any of the followi
risks actually occur, our business, financial cdiwdi and results of operations could be harmedhht case, the trading price of our Class A
common stock could decline and you might losergtlast of your investment in our Class A commorelstYou should also refer to the other
information set forth in this prospectus, includittgprward-Looking Statements” and our consolidatiétiancial statements and the related
notes.

Risks Related to Our Business

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

The virtualization products and services we develog sell are based on an emerging technologyophatand our success depends on
organizations and customers perceiving technolbgivd operational benefits and cost savings assatigith adopting virtualization solutior
Our relatively limited operating history and théatevely limited extent to which virtualization adlons have been currently adopted may make
it difficult to evaluate our business because thieiptial market for our products remains uncertdmthe extent that the virtualization market
develops more slowly or less comprehensively tharexpect, our revenue growth rates may slow méliedaour revenue may decline
substantially.

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

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

Some of our competitors and potential competitapply a wide variety of products to, and have vestlablished relationships with, our
current and prospective end users. Some of theapetiiors have in the past and may in the futuke tadvantage of their existing relationst
to engage in business practices that make our ptetkss attractive to our end users. For exanMilzosoft has recently implemented
distribution arrangements with x86 system vendagsiadependent software vendors, or ISVs, relatezkttain of their operating systems that
only permit the use of Microsoft’s virtualizatioarfnat and do not allow the use of our corresponébngat. Microsoft has also recently
implemented pricing policies that require customergay additional license fees based on certaés o$virtualization technology. These
distribution and licensing restrictions, as welloéiser business practices that may be adopteckifutbre by our competitors, could materially
impact our prospects regardless of the merits opoaducts. In addition, competitors with existirggationships with our current or prospective
end users could in the future integrate competitygabilities into their existing products and mékem available without additional charge.

We also face potential competition from our parsn&or example, third parties currently selling products could build and market th
own competing products and services or market cangperoducts and services of third parties. Ifave unable to compete effectively, our
growth and our ability to sell products at profiamargins could be materially and adversely aéfeéct
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Industry alliances or consolidation may result im¢reased competition.

Some of our competitors have made acquisitionsitared into partnerships or other strategic refstidps with one another to offer a
more comprehensive virtualization solution tharytimelividually had offered. We expect these tretalsontinue as companies attempt to
strengthen or maintain their market positions mekolving virtualization infrastructure industiMany of the companies driving this trend h
significantly greater financial, technical and athesources than we do and may be better posititmadquire and offer complementary
products and technologies. The companies resttimy these possible combinations may create mamgetling product offerings and be a
to offer greater pricing flexibility than we can miay engage in business practices that make it diffieult for us to compete effectively,
including on the basis of price, sales and marggtirograms, technology or product functionalitye$é pressures could result in a substantial
loss of customers or a reduction in our revenues.

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

Our operating results may fluctuate due to a waéfactors, many of which are outside of our €ohtAs a result, comparing our
operating results on a period-to-period basis nwybe meaningful. You should not rely on our pasuits as an indication of our future
performance. In addition, a significant portionoofr quarterly sales typically occurs during the aenth of the quarter, which we believe
generally reflects customer buying patterns foegise technology. As a result, our quarterly apieg results are difficult to predict even in
the near term. If our revenue or operating regaltdelow the expectations of investors or se@sifinalysts or below any guidance we may
provide to the market, the price of our commonistwould likely decline substantially.

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

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

» changes in custom¢ budgets for information technology purchases arttiértiming of their purchasing decisiol

» the timing of recognizing revenue in any given ¢eiaas a result of software revenue recognitioicjed;

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

» our ability to develop, introduce and ship in adljnmanner new products and product enhancemegttsnbet customer demand,
certification requirements and technical requiretsg

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

» our ability to implement scalable internal systedorsreporting, order processing, license fulfillmeproduct delivery, purchasing,
billing and general accounting, among other fundjs

» our ability to control costs, including our opengtiexpenses

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

» general economic conditions in our domestic anerirdtional markets

If operating system and hardware vendors do not perate with us or we are unable to obtain early ass to their new products, or
access to certain information about their new protis to ensure that our solutions interoperate withose products, our product
development efforts may be delayed or foreclosed.

Our products interoperate with Windows, Linux atlden operating systems and the hardware devicesroérous manufacturers.
Developing products that interoperate properly megusubstantial partnering, capital
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investment and employee resources, as well asothygecation of the vendors or developers of theatpey systems and hardware. Operating
system and hardware vendors may not provide usemitly access to their technology and productsstass in these development efforts or
share with or sell to us any APIs, formats, or pcots we may need. If they do not provide us whih necessary early access, assistance or
proprietary technology on a timely basis, we mayegience product development delays or be unatdegand our products into other areas.
To the extent that software or hardware vendorgldgvproducts that compete with ours or those of EMiey may have an incentive to
withhold their cooperation, decline to share accesll to us their proprietary APIs, protocolsamats or engage in practices to actively
limit the functionality, or compatibility, and céitation of our products. In addition, hardwareomerating system vendors may fail to certif
support or continue to certify or support, our pro for their systems. If any of the foregoinguwsg our product development efforts may be
delayed or foreclosed and our business and resutserations may be adversely affected.

We rely on distributors, resellers, x86 system varsdand systems integrators to sell our productsdaur failure to effectively develop,
manage or prevent disruptions to our distributiomannels and the processes and procedures that stpbem could cause a reduction
in the number of end users of our products.

Our future success is highly dependent upon maimigiand increasing the number of our relationshijpk distributors, resellers, x86
system vendors and systems integrators. By relyimdistributors, resellers, x86 system vendorssystems integrators, we may have little or
no contact with the ultimate users of our produittsreby making it more difficult for us to estalibrand awareness, ensure proper delivery
and installation of our products, service ongoingtomer requirements, estimate end user demangkapdnd to evolving customer needs.

Recruiting and retaining qualified channel partreerd training them in the use of our technology jaratluct offerings requires
significant time and resources. In order to develog expand our distribution channel, we must ooitito expand and improve our processes
and procedures that support our channel, includiurgnvestment in systems and training, and thosegsses and procedures may become
increasingly complex and difficult to manage. Wagrlly do not have long-term contracts or minimpunchase commitments with our
distributors, resellers, x86 system vendors antegys integrators, and our contracts with thesermdigrartners do not prohibit them from
offering products or services that compete witrso@ur competitors may be effective in providingantives to existing and potential channel
partners to favor products of our competitors gprievent or reduce sales of our products. Our atlgrartners and x86 system vendors may
choose not to offer our products exclusively aalatOur failure to maintain and increase the nundieelationships with channel partners
would likely lead to a loss of end users of ourdurcts which would result in us receiving lower newes from our channel partners. One of the
Company'’s distribution agreements is with Ingrantiddj which accounted for 29% of our revenues in&20he agreement with Ingram Micro
under which the Company receives the substantignihaof its Ingram Micro revenues is terminablg éither party upon 90 days’ prior
written notice to the other party, and neitherpads any obligation to purchase or sell any prtslunder the agreement. While we believe
we have in place, or will have in place by the dstany such termination, agreements with otheribistors sufficient to maintain our reveni
from distribution, if we were to lose Ingram Micsadistribution services, such loss could have atdkom negative impact on our results of
operations.

The concentration of our product sales among a lted number of distributors increases our potent@kdit risk and could cause
significant fluctuations or declines in our produaevenues.

As of December 31, 2006, approximately 28% and 1d48d,as of December 31, 2005, approximately 30%l4#4, of our total accounts
receivable outstanding were from two distributé& anticipate that sales of our products to a échitumber of distributors will continue to
account for a significant portion of our total poat revenues for the foreseeable future. The cdretéon of product sales among certain
distributors increases our potential credit riskae or more of these customers could delay paynoerisfault on credit extended to
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them. Any significant delay or default in the cotien of significant accounts receivable could tesuan increased need for us to obtain
working capital from other sources, possibly on seoterms than we could have negotiated if we hedbkshed such working capital resources
prior to such delays or defaults. Any significaafalilt could result in a negative impact on ouunltssof operations.

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

Our success depends largely upon the continueitssref our existing management. We are also sotistigt dependent on the
continued service of our key development persoforgbroduct innovation. We generally do not havepayment or non-compete agreements
with our existing management or development persband, therefore, they could terminate their emplent with us at any time without
penalty and could pursue employment opportunitigls any of our competitors. The loss of key empks/eould seriously harm our ability to
release new products on a timely basis and coghdfgiantly help our competitors.

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

To execute our growth plan, we must attract anaimdtighly qualified personnel. Competition for sleepersonnel is intense, especially
for engineers with high levels of experience inigeing and developing software and senior saleswgikess. We may not be successful in
attracting and retaining qualified personnel. Weehfiom time to time in the past experienced, aedewpect to continue to experience in the
future, difficulty in hiring and retaining highlyk#led employees with appropriate qualificationsafy of the companies with which we
compete for experienced personnel have greatenmssothan we have. In addition, in making emplaynakecisions, particularly in the high-
technology industry, job candidates often consitlervalue of the stock options, restricted sto@ns or other equitipased compensation th
are to receive in connection with their employméndecline in the value of our stock after thiseofiig could adversely affect our ability to
attract or retain key employees. If we fail to @ttrnew personnel or fail to retain and motivateaurent personnel, our business and future
growth prospects could be severely harmed.

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

We depend on our ability to protect our propriet@ghnology. We rely on trade secret, patent, dghyand trademark laws and
confidentiality agreements with employees and tpadies, all of which offer only limited protectioAs such, despite our efforts, the steps we
have taken to protect our proprietary rights mayb®adequate to preclude misappropriation of ooprietary information or infringement of
our intellectual property rights, and our abilitygolice such misappropriation or infringementrigertain, particularly in countries outside of
the United States. Further, with respect to paights, we do not know whether any of our pendiatgpt applications will result in the
issuance of patents or whether the examinationggwill require us to narrow our claims. Evenafgnts are issued from our patent
applications, which is not certain, they may betested, circumvented or invalidated in the futilereover, the rights granted under any
issued patents may not provide us with propriepmogection or competitive advantages, and, as aithtechnology, competitors may be able
to develop similar or superior technologies to own now or in the future. In addition, we rely aantractual and license agreements with third
parties in connection with their use of our produanhd technology. There is no guarantee that saitiep will abide by the terms of such
agreements or that we will be able to adequateigree our rights, in part because we rely on “chetap” and “shrink-wrap” licenses in some
instances.

Detecting and protecting against the unauthorizedai our products, technology and proprietarytadgd expensive, difficult and, in
some cases, impossible. Litigation may be necessdhe future to enforce or defend our intelletfr@perty rights, to protect our trade sec
or to determine the validity and scope of the pietpry rights of others. Such litigation could rik$ni substantial costs and diversion of
management
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resources, either of which could harm our businggerating results and financial condition, anddlis no guarantee that we would be
successful. Furthermore, many of our current andriial competitors have the ability to dedicatbstantially greater resources to protecting
their technology or intellectual property rightathdo we. Accordingly, despite our efforts, we maybe able to prevent third parties from
infringing upon or misappropriating our intelleckpaoperty, which could result in a substantiaklae$ our market share.

We provide access to our hypervisor and other selésource code to partners, which creates addiiarsk that our competitors could
develop products that are similar or better thanrsu

Our success and ability to compete depend subalignipon our internally developed technology, vhis incorporated in the source
code for our products. We seek to protect the socode, design code, documentation and other wiitigterials for our software, under trade
secret and copyright laws. However, we have chts@novide access to our hypervisor and other sadesource code to more than 35 of our
partners for co-development, as well as for opefsAlBrmats and protocols. Though we generally mdrtccess to our source code and other
intellectual property, and enter into confidentiabr license agreements with such partners, alsasebith our employees and consultants, our
safeguards may be insufficient to protect our sghtour technology. Our protective measures mapdaequate, especially because we may
not be able to prevent our partners, employeesmsudtants from violating any agreements or licenge may have in place or abusing their
access granted to our source code. Improper diselas use of our source code could help compstiderelop products similar to or better
than ours.

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

Third parties could claim that our products or temlbgy infringe their proprietary rights. This rigkay increase as the number of prod
and competitors in our market increases and ovedapur. In addition, to the extent that we gaager visibility and market exposure as a
public company, we face a higher risk of beingghbject of intellectual property infringement claiminy claim of infringement by a third
party, even one without merit, could cause us tolisubstantial costs defending against the claimd,could distract our management from our
business. Furthermore, a party making such a ciésaccessful, could secure a judgment that reguils to pay substantial damages. A
judgment could also include an injunction or otbeurt order that could prevent us from offering ptoducts. In addition, we might |
required to seek a license for the use of sucliécteal property, which may not be available omageercially reasonable terms or at all.
Alternatively, we may be required to develop nofringing technology, which could require significaffort and expense and may ultimately
not be successful. Any of these events could selsidiarm our business, operating results and fiaaoondition. Third parties may also assert
infringement claims against our customers and chligmartners. Any of these claims could requirecuisitiate or defend potentially protracted
and costly litigation on their behalf, regardle$she merits of these claims, because we gendralgmnify our customers and channel part
from claims of infringement of proprietary rightkthird parties in connection with the use of omducts. If any of these claims succeed, we
may be forced to pay damages on behalf of our meste or channel partners, which could materialtjuoe our income.

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

A significant portion of the products or technolegacquired, licensed or developed by us may icatp so-called “open source”
software, and we may incorporate open source stétim¢o other products in the future. Such operr@msoftware is generally licensed by its
authors or other third parties under open soutaméies, including, for example, the GNU GeneraliPlulicense, the GNU Lesser General
Public License, “Apache-style” licenses, “Berkegftware Distribution,” “BSD-style” licenses anchet open source licenses. We monitor
our use of open source software in an effort tadasabjecting our products to conditions we dointgnd. Although we believe that we have
complied with our obligations under the various laggble licenses for
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open source software that we use such that weraveiggered any such conditions, there is litttero legal precedent governing the
interpretation of many of the terms of certainladde licenses, and therefore the potential imgatiese terms on our business is somewhat
unknown and may result in unanticipated obligatimgarding our products and technologies. For examny® may be subjected to certain
conditions, including requirements that we offer products that use the open source software fawosg that we make available source code
for modifications or derivative works we create dxsipon, incorporating or using the open sourcevsoé and/or that we license such
modifications or derivative works under the termhshe particular open source license.

If an author or other third party that distribugesh open source software were to allege that wenbacomplied with the conditions of
one or more of these licenses, we could be requir@ttur significant legal expenses defending magjasuch allegations. If our defenses were
not successful, we could be subject to significkamhages, enjoined from the distribution of our pieid that contained the open source
software and required to comply with the foregategditions, which could disrupt the distributiordssale of some of our products. In
addition, if we combine our proprietary softwargmwopen source software in a certain manner, usai@e open source licenses we could be
required to release the source code of our prapyietoftware, which could substantially help oumpetitors develop products that are similar
to or better than ours.

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

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

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

Developing our products is expensive. Our investrireresearch and development may not result irketable products or may result in
products that take longer to generate revenueggmerate less revenues, than we anticipate. Oeanegsand development expenses were
$148.3 million, or 21.1% of our total revenues 08, and $72.6 million, or 18.7% of our total rewes in 2005. Our future plans include
significant investments in software research angidgpment and related product opportunities. Wéeebelthat we must continue to dedicate a
significant amount of resources to our researchdavelopment efforts to maintain our competitiveifion. However, we may not receive
significant revenues from these investments foesdwears, if at all.

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

The markets for our software solutions are chareete by rapid technological changes, changingacust needs, frequent new software
product introductions and evolving industry stamidaihe introduction of third- party solutions erdpimg new technologies and the
emergence of new industry standards could makexsting and future software solutions obsolete amuharketable. We may not be able to
develop updated products that keep pace with téopiwal developments and emerging industry starslardi that address the
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increasingly sophisticated needs of our custometisat interoperate with new or updated operatiyggesns and hardware devices or certify
products to work with these systems and devicaslare is no assurance that any of our new offenmould be accepted in the marketplace.
Significant reductions in server-related costsherrise of more efficient infrastructure managensaftware could also affect demand for our
software solutions. As a result, we may not be tdbkccurately predict the lifecycle of our softeaolutions, and they may become obsolete
before we receive the amount of revenues that weipate from them. If any of the foregoing evewesre to occur, our ability to retain or
increase market share in the virtualization sofearmarket could be materially adversely affected.

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

Once our products are integrated within our custshterdware and software systems, our customeysdepend on our support
organization to resolve any issues relating topyaducts. A high level of support is critical féret successful marketing and sale of our
products. If we or our channel partners do notatiffely assist our customers in deploying our pidusucceed in helping our customers
quickly resolve post-deployment issues, and proeifiective ongoing support, our ability to sell guoducts to existing customers would be
adversely affected, and our reputation with potdmiistomers could be harmed. In addition, as vpare our operations internationally, our
support organization will face additional challesgiecluding those associated with delivering suppraining and documentation in langua
other than English. As a result, our failure to mtain highquality support and services, or to adequatelysassir channel partners in providi
high-quality support and services, could resuttustomers choosing to use our competitors’ prodastead of ours in the future.

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

Our business depends on the overall demand fomiation technology and on the economic health ofcowrent and prospective
customers. The purchase of our products is ofteerefionary and may involve a significant commitinafincapital and other resources. Weak
economic conditions, or a reduction in informatieohnology spending even if economic conditionsromp, would likely adversely impact
our business, operating results and financial dadin a number of ways, including by lengthengades cycles, lowering prices for our
products and services and reducing unit sales.

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

In the future we may seek to acquire other busgsggwoducts or technologies. However, we may aathe to find suitable acquisition
candidates and we may not be able to complete sitiqus on favorable terms, if at all. If we do qaete acquisitions, we may not ultimately
strengthen our competitive position or achievegnals, or may be viewed negatively by customensftial markets or investors. Acquisitic
may disrupt our ongoing operations, divert managerfrem day-to-day responsibilities, increase oyranses and adversely impact our
business, operating results and financial condiffarture acquisitions may reduce our cash avaifableperations and other uses and could
result in an increase in amortization expenseedlad identifiable assets acquired, potentiallytilie issuances of equity securities or the
incurrence of debt. We have limited historical edgrce with the integration of acquired companiggere can be no assurance that we will be
able to manage the integration of acquired busasesfectively or be able to retain and motivatg prersonnel from these businesses. Any
difficulties we encounter in the integration progesuld divert management from day-to-day respdlitgl, increase our expenses and have a
material adverse effect on our business, finamzatlition and results of operations.
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Operating in foreign countries subjects us to addital risks that may harm our ability to increase maintain our international sales an
operations.

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

» the difficulty of managing and staffing internat@offices and the increased travel, infrastrucamd legal compliance costs
associated with multiple international locatio

« difficulties in enforcing contracts and collectiagcounts receivable, and longer payment cyclegogfy in emerging market
» difficulties in delivering support, training and cdonentation in certain foreign marke

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

* increased exposure to foreign currency exchangerisk;
» reduced protection for intellectual property righteluding reduced protection from software pirécygome countries; ar
« difficulties in maintaining appropriate controldatng to revenue recognition practic

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

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

Our products are highly technical and complex arften deployed, have contained and may containgrdefects or security
vulnerabilities. Some errors in our products maly & discovered after a product has been installedused by customers. Any errors, def
or security vulnerabilities discovered in our protduafter commercial release could result in Idsgwenue or delay in revenue recognition,
loss of customers and increased service and wgrcast, any of which could adversely affect ouribess, operating results and financial
condition. In addition, we could face claims fooguct liability, tort or breach of warranty, inciad claims relating to changes to our products
made by our channel partners. Our contracts wistiotners contain provisions relating to warrantgldisners and liability limitations, which
may not be upheld. Defending a lawsuit, regardiésts merit, is costly and may divert managemeattention and adversely affect the
market’s perception of us and our products. Intaiiif our business liability insurance coverageves inadequate or future coverage is
unavailable on acceptable terms or at all, ourr®ss, operating results and financial conditioriccbe adversely impacted.

Our independent registered public accounting firmentified a material weakness in the design and igtion of our internal controls as
of December 31, 2006, which, if not remedied, cotggult in material misstatements in our financigtatements in future periods.

Our independent registered public accounting fieported to our board of directors a material weagrie the design and operation of
internal controls as of December 31, 2006 relatettie capitalization of software development cotmaterial weakness is defined by the
standards issued by the Public Company Accountier€ght Board as a more than remote likelihood ah@aterial misstatement of the
annual or interim financial statements will notdrevented or detected. The material weakness eelsintim a lack of adequate internal cont
to ensure the timely identification and accumulatid costs once a project reaches technological
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feasibility under applicable accounting standafidge consolidated financial statements includedhis prospectus reflect adjustments to
properly state our capitalized software developneests for the periods included therein. Our indeleat registered public accounting firm
was not engaged to audit the effectiveness ofrdarnal control over financial reporting as of Desxer 31, 2006. If such an evaluation had
been performed, additional material weaknesseshaag been identified.

Under Section 404 of the Sarbanes-Oxley Act of 28@@the current rules of the Securities and Exgg&ommission, or SEC, our
management and auditors will be required to evalaatl report on the effectiveness of our interpatmol over financial reporting as of
December 31, 2008. We believe we have a plan icepiaremediate the material weakness by implemgiilditional formal policies,
procedures and processes, hiring additional accwupersonnel and increasing management reviewpaeibight over the financial statement
close process. We believe we will have adequat&asrin place by June 30, 2007 to remediate theerizh weakness and that there will not
any material costs associated with such remedialffi@ur remediation is insufficient to address thaterial weakness, or if additional material
weaknesses in our internal controls are discovieréite future, we may fail to meet our future repuar obligations, our financial statements
may contain material misstatements and the pricmioEommon stock may decline.

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

We are preparing for compliance with Section 404dbgressing the existing material weakness inmermal controls and by
strengthening, assessing and testing our systeénteshal controls. In particular, we believe welwiéed to increase the number of our
accounting personnel and improve our processesystdms to ensure timely and accurate reportirggofinancial results in accordance with
reporting obligations as a stand-alone public camdallowing this offering. However, the continuopsocess of strengthening our internal
controls and complying with Section 404 is expeasind timeconsuming, and requires significant managememtidte We cannot be certe
that these measures will ensure that we will reatedhe existing material weakness or implemengaale control over our financial proces
and reporting. In addition, we have identified agrtprocesses that need to be automated in oréstare that we have effective internal
control over financial reporting. If we are notalbb automate these processes in a timely fashienyill not be able to ensure compliance.
Furthermore, if we rapidly grow our business, aueinal controls will become more complex and wik neguire significantly more resources
to ensure our internal controls overall remain@ffe. Failure to implement required new or imprédwentrols, or difficulties encountered in
their implementation, could harm our operating hssor cause us to fail to meet our reporting dadtiigns. If we or our independent registered
public accounting firm discover additional matemadaknesses, the disclosure of that fact, eveunidkty remedied, could reduce the market’s
confidence in our financial statements and harmstack price. In addition, future non-compliancehaection 404 could subject us to a
variety of administrative sanctions, including thespension or delisting of our common stock fromdkchange on which we decide to list and
the inability of registered broker-dealers to makmarket in our common stock, which could furthestuce our stock price.

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

We have expanded our operations significantly sinception and anticipate that further significarpansion will be required. This
future growth, if it occurs, will place significademands on our management, infrastructure and rgheurces. To manage any future growth,
we will need to hire, integrate and retain hightilled and motivated employees. We will also nezddntinue to improve our financial and
management controls, reporting and operationaésystand procedures. If we do not effectively marmagegrowth we may not be able to r
our customers’ needs, thereby adversely affectingsales, or be able to meet our future reportisiggations.
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Our business is subject to the risks of earthquakié®, floods and other natural catastrophic eventand to interruption by man-made
problems, such as computer viruses or terrorism,igthcould result in delays or cancellations of cosber orders or the deployment of
our products.

Our corporate headquarters are located in the Sarcisco Bay Area, a region known for seismic digthA significant natural disaster,
such as an earthquake, fire or a flood, could lzavmterial adverse impact on our business, opgregsults and financial condition. In
addition, our servers are vulnerable to computerseis, break-ins and similar disruptions from uhatized tampering with our computer
systems. In addition, acts of terrorism or war dazduse disruptions in our or our customers’ bissirge the economy as a whole. To the extent
that such disruptions result in delays or candehatof customer orders, or the deployment of eadpcts, our revenues would be adversely
affected.

Changes to financial accounting standards may affexr reported financial results and cause us toarige our business practices.

We prepare our financial statements to conform wéherally accepted accounting principles, or GAiRhe United States. These
accounting principles are subject to interpretabigrihe SEC and various other bodies. A changhdge policies can have a significant effect
on our reported results and may affect our repgmiftransactions completed before a change iswaroeal. Changes to those rules or the
interpretation of our current practices may advgra#fect our reported financial results or the wes conduct our business.

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

After this offering, EMC will own 32,500,000 shareClass A common stock and all 300,000,000 shafr€dass B common stock,
representing approximately % of thaltoutstanding shares of common stock or  of %he voting power of outstanding common
stock. The holders of our Class A common stock@mdClass B common stock have identical rightstguesmces and privileges except with
respect to voting and conversion rights, certatioas that require the consent of holders of CEBxs®mmon stock and other protective
provisions as set forth in this prospectus. Holddmsur Class B common stock will be entitled toviles per share of Class B common stock,
and the holders of our Class A common stock wilehétled to one vote per share of Class A comntocks If EMC transfers shares of our
Class B common stock to any party other than aesaste-in-interest or a subsidiary of EMC (othenthraa distribution to its stockholders
under Section 355 of the Internal Revenue Cod®861as amended, or the Code, or in transferswoilp such a distribution), those shares
would automatically convert into Class A commorcktd-or so long as EMC or its successor-in-intebesteficially owns shares of our
common stock representing at least a majority efvibttes entitled to be cast by the holders of antlihg voting stock, EMC will be able to
elect all of the members of our board of directors.

In addition, until such time as EMC or its succedsenterest beneficially owns shares of our comnstock representing less than a
majority of the votes entitled to be cast by thédbos of outstanding voting stock, EMC will have tbility to take stockholder action without
the vote of any other stockholder and without hgumcall a stockholder meeting, and investordia offering will not be able to affect the
outcome of any stockholder vote during this perissla result, EMC will have the ability to contiadl matters affecting us, including:

» the composition of our board of directors and, tigtoour board of directors, any determination wétbpect to our business plans and
policies;

* any determinations with respect to mergers, adipis and other business combinatic
» our acquisition or disposition of asse

» our financing activities

» certain changes to our certificate of incorporat
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» changes to the agreements providing for our triamsib becoming a public compar
» corporate opportunities that may be suitable foang EMC;

» determinations with respect to enforcement of Egh may have against third parties, including wétspect to intellectual propet
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 mastengiction agreement also contain provisions thatireghat as long as EMC beneficially
owns at least 20% or more of the outstanding stafrear common stock, the prior affirmative votevaitten consent of EMC (or its

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

» consolidate or merge with any other ent

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

* issue any stock or securities except to our sudsedi or pursuant to this offering or our emplobeaefit plans
» dissolve, liquidate or wind us u

» declare dividends on our stoc

* enter into any exclusive or exclusionary arrangemeéth a third party involving, in whole or in pagiroducts or services that ¢
similar to EMC's; and

* amend, terminate or adopt any provision inconsistéth certain provisions of our certificate of ovporation or bylaws

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

EMC'’s voting control and its additional rights debed above may discourage transactions involviebange of control of us, including
transactions in which you as a holder of our Clagemmon stock might otherwise receive a premiunyfur shares over the then-current
market price. EMC is not prohibited from selling@ntrolling interest in us to a third party and nayso without your approval and without
providing for a purchase of your shares of Clasfmon stock. Accordingly, your shares of Clasofmon stock may be worth less than
they would be if EMC did not maintain voting coritaver us or have the additional rights describeava.

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

By becoming a stockholder in our company, you bélldeemed to have notice of and have consentée farovisions of our certificate
incorporation and the master transaction agreemwightrespect to the limitations that are describbdve.

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

EMC and we are both IT infrastructure companiewigling products related to storage management,-bpcklisaster recovery, security,
system management and automation, provisioningesalirce management. There can be no assuran&Matvill not engage in increased
competition with us in the future. In addition,
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the intellectual property agreement that we witeemnto with EMC will provide EMC the ability tose our source code and intellectual
property, which, subject to limitations, it may useproduce certain products that compete with.dek4C’s rights in this regard extend to its
majority owned subsidiaries, which could includmjowentures where EMC holds a majority position ame or more of our competitors hold
minority positions.

EMC could assert control over us in a manner whimhld impede our growth or our ability to enter n@arkets or otherwise adversely
affect our business. Further, EMC could utilizecitétrol over us to cause us to take or refraimftaking certain actions, including entering
into relationships with channel, technology andeotimarketing partners, enforcing our intellectualperty rights or pursuing corporate
opportunities or product development initiativeattbould adversely affect our competitive positimejuding our competitive position relative
to that of EMC in markets where we compete withrth&n addition, EMC maintains significant partnépshwith certain of our competitors,
including Microsoft.

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

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

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

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

The historical financial information we have inchatlin this prospectus does not necessarily reflbet our financial position, results of
operations or cash flows would have been had we Beéndependent entity during the historical pdsipresented. The historical costs and
expenses reflected in our consolidated financi&ksgtents include an allocation for certain corgofatctions historically provided by EMC,
including tax, accounting, treasury, legal and hamesources services. The historical financialrimi@tion is not necessarily indicative of what
our results of operations, financial position, clistvs or costs and expenses will be in the futWe. have not made pro forma adjustments to
reflect many significant changes that will occuour cost structure, funding and operations asaltref our transition to becoming a public
company, including changes in our employee badential increased costs associated with reducedozcies of scale and increased costs
associated with being a publicly traded, stand-@lmompany. For additional information, see “Sel@@ensolidated Financial Data,”
“Management’s Discussion and Analysis of Finan€@ahdition and Results of Operations” and our histdrconsolidated financial statements
and notes thereto.

Our ability to operate our business effectively mayffer if we are unable to cost-effectively estishlour own administrative and other
support functions in order to operate as a standaé company after the expiration of our transitiohservices agreements with EMC.

As a subsidiary of EMC, we have relied on admiatbte and other resources of EMC to operate ouinbas. In connection with this
offering, we will enter into various service agresits to retain the ability for specified periodsite these EMC resources. See “Certain
Relationships and Related Person Transactions $& kervices may not be provided at the same lswehan we were a wholly owned
subsidiary of EMC, and we may not be able to obtiansame benefits that we received prior to tffexing. These services may not be
sufficient to meet our needs, and after our agreésngith EMC expire, we may not be able to replhase
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services at all or obtain these services at paceison terms as favorable as we currently have BMIC. We will need to create our own
administrative and other support systems or cohwéh third parties to replace EME5systems. In addition, we have received inforrappsrt
from EMC which may not be addressed in the agretsnee will enter into with EMC; the level of thisformal support may diminish as we
become a more independent company. Any failurégmifecant downtime in our own administrative systeor in EMC’s administrative
systems during the transitional period could resultnexpected costs, impact our results and/orgorteus from paying our suppliers or
employees and performing other administrative ses/bn a timely basis. See “Certain RelationshipsRelated Person Transactions—
Relationship with EMC Corporation” for a descriptiof these services.

After this offering, we will be a smaller companglative to EMC, which could result in increased ¢edecause of a decrease in our
purchasing power and difficulty maintaining existipcustomer relationships and obtaining new customser

Prior to this offering, we were able to take adegetof EMC's size and purchasing power in procugagds, technology and services,
including insurance, employee benefit support antitaand other professional services. We are alsm@mpany than EMC, and we cannot
assure you that we will have access to financidl@her resources comparable to those availahis fwior to the offering. As a stand-alone
company, we may be unable to obtain office spaseds, technology and services at prices or on tasifavorable as those available to us
prior to this offering, which could increase oust®and reduce our profitability. Our future suscgspends on our ability to maintain our
current relationships with existing customers, aedmay have difficulty attracting new customers.

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

Beneficial ownership of at least 80% of the totating power and 80% of each class of nonvotingteaptock is required in order for
EMC to effect a tax-free spin-off of VMware or c@irt other tax-free transactions. We have agreaddhao long as EMC or its successor-in-
interest continues to own greater than 50% of titeng control of our outstanding common stock, wik mot knowingly take or fail to take ar
action that could reasonably be expected to precEMC'’s or its successor-in-interest’s ability twdertake a tax-free spin-off. Additionally,
under our certificate of incorporation and the raasitansaction agreement, we must obtain the con$&MC or its successor-imterest as tr
holder of our Class B common stock to issue stoaitteer VMware securities excluding pursuant to kExyge benefit plans, which could cause
us to forgo capital raising or acquisition oppoities that would otherwise be available to us. S&ertain Relationships and Related Person
Transactions—Relatio