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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): &ober 23, 2012

VMware, Inc.

(Exact name of registrant as specified in its chaet)

Commission File Number: 001-33622

Delaware 94-3292913
(State or other jurisdiction (IRS Employer
of incorporation) Identification No.)

3401 Hillview Avenue, Palo Alto, CA 94304

(Address of principal executive offices, includingip code)

(650) 427-5000

(Registrant’s telephone number, including area code

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

Check the appropriate box below if the ForrK 8ling is intended to simultaneously satisfy tlileng obligation of the registrant under any o&
following provisions:

O  Written communications pursuant to Rule 425 unbderSecurities Act (17 CFR 230.4:
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))
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Iltem 2.02  Results of Operations and Financial Condition

On October 23, 2012, VMware, Inc. (“VMware”) issuggress release announcing its financial resoitthe quarter ended September 30,
2012. The press release, which includes informatgarding VMware’s use of non-GAAP financial measuis attached hereto as Exhibit 99.1
and is incorporated by reference herein.

The information in this Item 2.02 and the Exhilittahed hereto shall not be deemed “filed” for jmsgs of Section 18 of the Securities
Exchange Act of 1934 (the “Exchange Act”) or othisensubject to the liabilities of that section, sball it be deemed incorporated by reference
in any filing under the Securities Act of 1933 be tExchange Act, regardless of any general incatjwor language in such filing.

Item 5.02  Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

On October 23, 2012, VMware, Inc. (“VMware” or theompany”) issued a press release announcing theisionent of Jonathan
Chadwick as the Chief Financial Officer and ExesWice President of the Company, effective Noventhe012.

Mr. Chadwick, age 46, has most recently been Ghigincial Officer of Skype, a provider of Interrfgtsed voice communication, where
he has been since March 2011 and a Corporate Véstdent of Microsoft Corporation since its acciosi of Skype in October 2011.
Mr. Chadwick joined Skype from McAfee, an antivikmftware and computer security company, wheredmetive Executive Vice President and
Chief Financial Officer from June 2010 until Felbmu2011. From 1997 to 2010, Mr. Chadwick held vasifinance roles at Cisco Systems, a
networking equipment company. Mr. Chadwick serve&anior Vice President, CFO — Global Customer ktarkom July 2009 to June 2010,
Senior Vice President, Corporate Controller andddial Accounting Officer from June 2007 until J&Q09, Vice President, Corporate
Controller and Principal Accounting Officer from&ember 2006 to June 2007 and Vice President, Catp&inance & Planning from Febru.
2001 to September 2006. Mr. Chadwick currently egn the board of F5 Networks, Inc., an applicatielivery networking company.

Mr. Chadwick will be paid an annual base salar$&#5,000 and be eligible to earn a performanceebeagh bonus with an annual target
of 100% of his base salary. Mr. Chadwick will alm®paid a one-time bonus of up to $200,000, depgngpon transition costs he incurs, which
is earned at the completion of Mr. Chadwick’s firear of employment. If Mr. Chadwick voluntarilyakees his employment with VMware prior
to the one-year anniversary of his date of hiremlst repay VMware the full amount of the bonus.

Subject to approval by the Company’s CompensatimhGorporate Governance Committee (the “Committedt) Chadwick will be
awarded a restricted stock unit (“RSU”) grant wattarget value of $8,000,000 that will vest overrfgears, with 37.5% of the RSUs vesting on
the 18-month anniversary of the vesting base daldte remaining shares vesting 12.5% on each gubsesemi-annual anniversary of the
vesting base date. The vesting base date willdérst day of the month during which the Commitsgproves Mr. Chadwick’s RSU grant and
the number of RSUs in his grant will be determibgdlividing the target value of the grant by therage of the closing sale price per share of
VMware Class A Common Stock for the 45 trading daysing on November 30, 2012.

Subject to approval by the Committee, Mr. Chadwidk also be granted a performance stock unit (“PS\Wvard with a target value of
$4,000,000. The number of PSUs granted will berdetesd utilizing the same method used to deterrttisenumber of RSUs. The PSU award
will vest if VMware meets a designated revenue dghotarget over the three-year period commencingagnl, 2012. The PSUs will convert
into VMware’s Class A common stock at a ratio raggirom 0.5 to 2.0 shares for each PSU, depenging the degree of performance. Vesting
in the PSU award will not occur, and no shares lpélissued, for performance below minimum threshtidoe specified in the award.

If Mr. Chadwick is terminated without “cause” or tegminates his employment for “good reason” (eesklefined in Mr. Chadwick’offer
letter) within 18 months following his first day employment, vesting will accelerate in dmalf of the RSUs that are then unvested. If folloy
a “change of control” (as defined in Mr. Chadwick®er letter), Mr. Chadwick is terminated withaguse or he terminates his employment for
good reason, vesting will accelerate with respedi0% of the RSUs and PSUs. Acceleration of vgstirthe RSUs following a change in
control will occur if such termination occurs withiwelve months following the change in cont



Iltem 9.01 Financial Statements and Exhibits
(d) Exhibits

99.1 Press release of VMware, Inc. dated October 232



SIGNATURES

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

Date October 23, 2012
VMware, Inc.
By: /s/ Carl Eschenbac

Carl Eschenbac
Chief Operating Officer and (-Presiden




Exhibit 99.1
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VMware Reports Third Quarter 2012 Results

Company Appoints Jonathan Chadwick as Chief Financial Officer
- Year-over-Year Revenue Growth of 20% to $1.1®Bil
- Operating Margin of 16.8%; Non-GAAP Operating Mar of 32.2%

PALO ALTO, Calif., October 23, 2012— VMware, Inc. (NYSE: VMW), the global leader inrtrialization and cloud infrastructure, today
announced financial results for the third quarfe2@i2. Also announced today, industry veteran tfr@maChadwick will join VMware as chief
financial officer (CFO) effective November 5, 2012.

* Revenues for the third quarter were $1.13 billeomjncrease of 20% from the third quarter of 2@ 22% measured in const
currency.

* Operating income for the third quarter was $190iom) an increase of 5% from the third quarter @1 2. Nor-GAAP operating
income for the third quarter was $365 million, aorease of 28% from the third quarter of 2(

» Net income for the third quarter was $157 million$0.36 per diluted share, compared to $178 millar $0.41 per diluted share,
the third quarter of 2011. Non-GAAP net incometfar quarter was $303 million, or $0.70 per dilusbdre, compared to $230
million, or $0.53 per diluted share, for the thipdarter of 2011

» Trailing twelve months operating cash flows wered$illion, an increase of 5% compared to thditrgitwelve months ended t
third quarter of 2011. Trailing twelve months fiegsh flows were $1.90 billion, an increase of 4% pared to the trailing twelve
months ended the third quarter of 20

» Cash, cash equivalents and s-term investments were $4.4 billion and unearnedmae was $3.0 billion as of September 30, 2
U.S. revenues for the third quarter of 2012 gre®26 $554 million from 2011. International revengesw 16% to $580 million from 2011.

License revenues for the third quarter of 2012 V@1 million, an increase of 11% from 2011. Sexvievenues, which include software
maintenance and professional services, were $6HiBmTor third quarter of 2012, an increase of 28%m 2011.

“Third quarter results reinforce VMware’s leadeshnd momentum as cloud emerges as the de faatréiBtructure standard,” said Pat
Gelsinger, chief executive officer, VMware. “OurfSeare Defined Data Center platform gives custonaectear path to the cloud, and the
recently announced VMware vClo@d Suite of virtuaizompute, storage, networking and managemenbititipa demonstrates our unique
ability to deliver proven solutions that speed fbisrney.”

“We delivered a solid quarter despite tough maasnemic conditions,” said Carl Eschenbach, chiefratieg officer and cgresident, VMware
“The quarter went as expected and we achieveddepaarterly results for total revenue and non-GAdpRerating income. Fourth quarter
revenues are expected to be in the range of $h@&Hh 29 billion. Annual 2012 revenues are expetddzt in the range of $4.572 and $4.602
billion, an increase of 21.4% to 22.2% from 201hnAal license revenues are expected to grow beth28%0 and 13.89"



Jonathan Chadwick Appointed Chief Financial Officer

Jonathan Chadwick, 46, brings deep industry anthess leadership experientweVMware. Most recently, he served as corporate president
of Microsoft and CFO of Skype, following roles agfEand CFO of McAfee and in a variety of financadership positions in over a decade at
Cisco Systems. Chadwick will be responsible fodieg VMware’s global finance organization and wéport to Gelsinger.

Commenting on the new addition to VMware’s exe@itiwam, Gelsinger added, “As we refine and acdel&filware’s market and innovation
strategy, we are squarely focused on deliveringeaming value to our customers and shareholderattian’s tremendous talent and experience
in financial controls, business operations andegia planning will be foundational to these effprnd we warmly welcome him to the
leadership team.”

Recent Highlights & Strategic Announcements

* Inlate August, VMware hosted VMwor® 2012 in San Francisco. The event attracted a rexbfiD0 customers, partners, press
analysts, and 250 sponsors and exhibitors sigmjfgiajor interest from the IT industry in cloud camipg and the next generation of
IT. In early October, VMware hosted VMworld EurdpeBarcelona, attracting more than 8,000 attentieéise Company’s regional
user conferenct

* On August 27, VMware unveiled a comprehensive goutf cloud infrastructure and management produotgertise and ecosyst
support to help customers drive greater efficiegnogt improve operational agility. At the heart c& #innouncement was the new
VMware vCloud® Suite 5.1- the first solution to deliver the Software Defingata Center. The vCloud suite integrates VMware’s
leading virtualization, cloud infrastructure andrmmagement portfolio into a single SKU, simplifyirtgetadoption of cloud era
technologies

* Also on August 27, VMware announced new Cloud Owpsllectual Property (IP) and advisory, transfolioraind educatio
services. Based on VMware’s experience helping tedslof clients worldwide navigate through the ctaxplecisions around
building, running and optimizing public and privateud environments, Cloud Ops has emerged as apevating model where IT
shifts from a reactive, tactical relationship wiitle business to the role of a strategic partnédpjrigbroker critical, value-added
services across an organizati

VMware plans to host a conference call today teenits third quarter 2012 results and to discts$inancial outlook. The call is scheduled to
begin at 2:00 p.m. PT/ 5:00 p.m. ET and can besseckvia the Web at http://ir.vmware.coifhe webcast will be available live, and a replay
will be available following completion of the livoadcast for approximately 60 days.

HH#HH

About VMware

VMware is the leader in virtualization and cloufrastructure solutions that enable businessegitgetin the Cloud Era. Customers rely on
VMware to help them transform the way they buildlider and consume Information Technology resount@smanner that is evolutionary and
based on their specific needs. With 2011 reventi$8.@7 billion, VMware has more than 400,000 cuogtos and 55,000 partners. The company
is headquartered in Silicon Valley with officesdhghout the world and can be found online at wwwvame.com
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VMware, VMworld and VMware vCloud are registereddemarks or trademarks of VMware, Inc. in the UWhi¢ates and other jurisdictions.
Other marks mentioned herein are trademarks, wanelproprietary to VMware, Inc. or another compi



Use of Non-GAAP Financial Measures

Reconciliations of non-GAAP financial measures tdware's financial results as determined in accocganith GAAP are included at the end
of this press release following the accompanyingritial data. For a description of these non-GAARrftial measures, including the reasons
management uses each measure, please see the sétie tables titled “About Non-GAAP Financial k&ures.”

Forward-Looking Statements

This press release contains forward-looking statgsriecluding, among other things, statements teggr’vVMware’s fourth quarter and annual
revenue and license revenue projections, our expees for leadership and momentum in cloud inftestire, the roles of our Software Defined
Data Center platform, vCloud Suite and Cloud Opari® services in the adoption of cloud computing teir benefits to customers, important
IT market trends and expectations that VMware'atsgry will deliver increasing value to sharehold®rd customers. These forward-looking
statements are subject to the safe harbor progsiated by the Private Securities Litigation Reféct of 1995. Actual results could differ
materially from those projected in the forward-lowkstatements as a result of certain risk faciocdding but not limited to: (i) adverse
changes in general economic or market conditionsi€lays or reductions in consumer or informatieahnology spending; (iii) competitive
factors, including but not limited to pricing presss, industry consolidation, entry of new compesiinto the virtualization market, and new
product and marketing initiatives by our compestdiv) factors that affect timing of license reverrecognition such as product announcements
and promotions and beta programs; (v) our custdrability to develop, and to transition to, new gugts and computing strategies such as
cloud computing and desktop virtualization; (vig thncertainty of customer acceptance of emergittgntdogy; (vii) changes in the willingness
of customers to enter into longer term licensing smpport arrangements; (viii) rapid technologaadl market changes in virtualization software
and platforms for cloud and desktop computing; ¢ixdnges to product development timelines; (x) Viigarelationship with EMC

Corporation and EMC's ability to control mattergu@ing stockholder approval, including the eleotaf VMware’s board members; (xi) our
ability to protect our proprietary technology; diur ability to attract and retain highly qualdiemployees; (xiii) the successful integration of
acquired companies and assets into VMware; andl flxistuating currency exchange rates. These faM@wking statements are based on
current expectations and are subject to uncengaiatnd changes in condition, significance, valukedfect as well as other risks detailed in
documents filed with the Securities and Exchange@ssion, including our most recent reports on Fa@¥K and Form 10-Q and current
reports on Form 8-K that we may file from time itoet, which could cause actual results to vary fexpectations. VMware assumes no
obligation to, and does not currently intend tojate any such forward-looking statements aftedtte of this release.

Contacts:

Paul Ziots

VMware Investor Relations
pziots@vmware.com
650-427-3267

Joan Stone

VMware Global Communications
joanstone@vmware.co
65C-427-4436



VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Operating activities:
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciation and amortizatic
Stocl-based compensation, excluding amounts capita
Excess tax benefits from stc-based compensatic
Gain on sale of Terremark investm:
Other
Changes in assets and liabilities, net of acqarssiti
Accounts receivabl
Other asset
Due to/from EMC, ne
Accounts payabl
Accrued expense
Income taxes receivable from EN
Income taxes payab
Deferred income taxes, r
Unearned revent
Net cash provided by operating activit
Investing activities:
Additions to property and equipme
Purchase of leasehold inter
Capitalized software development cc
Purchases of availal-for-sale securitie
Sales of availab-for-sale securitie
Maturities of availabl-for-sale securitie
Sale of strategic investmer
Business acquisitions, net of cash acqu
Transfer of net assets under common col
Other investing
Net cash used in investing activiti
Financing activities:
Proceeds from issuance of common st
Repurchase of common stc
Excess tax benefits from st-based compensatic
Shares repurchased for tax withholdings on vestfirgstricted stocl
Net cash used in financing activiti
Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of the gb
Cash and cash equivalents at end of the pi

(unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
$ 156,76¢ $ 177,53t $ 539,931 $ 523,50¢
86,43¢ 73,98¢ 261,59: 229,64:
119,48 88,37¢ 302,19: 254,39:
(24,53) (46,429 (110,91, (197,69))
— — — (56,000
(735 6,96¢ (1,290 10,79:
67,05¢ 46,17 202,30¢ 72,751
(4,719 (57,407) (121,869 (91,45%)
15,47¢ 17,50¢ 27,62« 42,94(
8,69¢ (10,84¢) 26,11¢ (12,559
(63,917 (19,539 (62,987) 14,67.
— 69,79¢ — 246,24(
59,93: 14,32 127,66t 51,92:
(33,72) 10,23: (70,099 9,27¢
49,98 152,82¢ 283,85!¢ 365,78
436,21 523,51 1,404,14 1,464,22.
(74,817 (54,949 (152,819 (177,180
— 22,04 — (151,08:)
— (21,139 — (73,999
(764,579  (955,68)  (2,719,64)  (2,083,49)
882,34t 231,70! 1,653,10. 608,29:
234,02¢ 231,73t 768,10« 724,70°
— — — 78,51
(1,242,04) (99,52)  (1,344,21) (303,61)
— (1,930) = (22,39))
(8,187 (3,230) (12,357 (30,372
(973,24) (650,969  (1,807,82)  (1,430,61)
69,62¢ 84,57: 214,22 285,28
(128,81)  (210,52) (307,01.) (490,91()
24,53! 46,42¢ 110,91 197,69:
(25,019 (34,230 (90,007 (104,80%)
(59,67 _ (113,75) (71,87)) (112,740
(596,70() (241,21)) (475,55() (79,136
2,076,901 1,791,04. 1,955,75! 1,628,96!
$1,480,200 $1,549,82° $ 1,480,200 $ 1,549,82"




Revenues
License
Services
Total revenue
Operating expenses (-
Cost of license revenu:
Cost of services revenu
Research and developm
Sales and marketir
General and administrati\
Operating incomi
Investment incom
Interest expense with EM
Other income (expense), r
Income before income tax
Income tax provisiol

Net income

VMware, Inc.

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

(unaudited)

Net income per weight-average share, basic for Class A and Cla
Net income per weight-average share, diluted for Class A and Cla
Weightec-average shares, basic for Class A and Cle
Weighte-average shares, diluted for Class A and Cla

(1) Includes stoc-based compensation as follov

Cost of license revenu:
Cost of services revenu
Research and developm
Sales and marketir
General and administratiy

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2012 2011 2012 2011
$ 491,12 $44359°  $1,490,27"  $1,327,40:
642,56: 498,26t 1,821,62; 1,379,39.
1,133,68. 941,86 3,311,89: 2,706,79.
60,33¢ 46,06: 173,63: 151,00¢
119,02 106,67¢ 355,86 304,10:
259,90° 199,65! 730,89: 558,05¢
411,53! 331,62¢ 1,166,44: 949,11(
92,531 77,12( 265,63t 223,39
190,34 180,72: 619,41¢ 521,11!
7,50¢ 4,351 20,19: 11,47
(1,162 (915) (3,607 (2,846
(1,539) (99€) (2,819 55,80¢
195,14° 183,15¢ 633,19( 585,54
38,37¢ 5,621 93,257 62,03¢
$ 156,76¢f $177,53t $ 539,930 $ 523,50t
$ 037 $ 04z $ 1.2¢ % 1.2
$ 03¢ $ 041 % 122 % 1.21
427,14 422,03( 426,90: 420,24
433,28t 431,88: 434,43t 431,84t
$ 561 $ 367 $ 1,528  $ 1,271
7,81¢ 6,06¢ 20,73¢ 17,39¢
60,19¢ 46,66 147,59¢ 134,62:
51,66: 24,76: 110,77¢ 70,55(
11,91« 10,51¢ 34,21 30,55¢



VMware, Inc.

CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)
(unaudited)

ASSETS
Current assett
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowance for doubdfttounts of $1,976 and $3,7
Due from EMC, ne
Deferred tax assi
Other current asse
Total current asse
Property and equipment, r
Capitalized software development costs, net aner:
Deferred tax assi
Intangible assets, n
Goodwill

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued expenses and otl
Unearned revenu
Total current liabilities
Note payable to EM(
Unearned revenu
Other liabilities
Total liabilities
Commitments and contingenci
Stockholder equity:
Class A common stock, par value $.01; authoriz6@@000 shares; issued and outstanding 128,33
123,610 share
Class B convertible common stock, par value $.0fhaized 1,000,000 shares; issued and outstal
300,000 share
Additional paic-in capital
Accumulated other comprehensive incc
Retained earning
Total stockholder equity
Total liabilities and stockholde’ equity

September 3C December 31
2012 2011
$1,480,201 $1,955,75!

2,914,41! 2,556,45I
683,69" 882,85
46,17¢ 73,79¢
156,74 128,47.
154,16° 80,43¢
5,435,40: 5,677,77.
579,99 525,49(
94,70z 154,23
111,08 156,85!
765,59( 407,37!
2,893,33. 1,759,08!
$9,880,11. $8,680,80:
$ 7246. $ 49,74
576,04 587,65(
1,876,20: 1,764,10!
2,524,71: 2,401,50
450,00( 450,00
1,117,05 944,30!
223,54: 114,71.
4,315,31. 3,910,52
1,28: 1,23¢
3,00( 3,00(
3,459,80. 3,212,26.
8,17¢ 1,17¢
2,092,53! 1,552,601
5,564,79! 4,770,28.
$9,880,11. $8,680,80:




VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended September 30, 2012
(in thousands, except per share amounts)

(unaudited)
Capitalized
Employer Acquisition Software Tax
Payroll Taxes Developmen Adjustment
Stock-Based on Employee Intangible Related Non-GAAP,
GAAP Compensatior Stock Transactions Amortization Iltems Costs (1) (2) as adjusted
Operating expense
Cost of license revenu $ 60,33¢ (561) () (19,30¢) — (14,859 — $ 25,60¢
Cost of services revenu $119,02: (7,81¢) 1 (1,09¢) — — — $ 110,11:
Research and developm $259,90° (60,19 (99¢€) (962) — — — $ 197,75
Sales and marketir $411,53! (51,66:) (332 (3,28%) — — — $ 356,25
General and administrati $ 92,537 (11,914 (150 — (1,723) — — $ 78,75(
Operating incom: $190,34: 132,14 1,48¢ 24,65! 1,72 14,85¢ — $ 365,20
Operating margir 16.8% 11.7% 0.1% 2.2% 0.1% 1.3% — 32.2%
Income before income tax $195,14 132,14 1,48¢ 24,65! 1,72¢ 14,85¢ — $ 370,01
Income tax provisiol $ 38,37¢ 28,22: $ 66,60:
Tax rate 19.7% 18.0%
Net income $156,76¢ 132,14 1,48¢ 24,65! 1,72 14,85¢ (28,227) $ 303,41

Net income per weight«

average share, basic for

Class A and Class B (: $ 0.3 $ 0.31 $ — $ 0.0¢€ $ — $ 0.02 $ 0.0 $ 0.71
Net income per weight«

average share, diluted for

Class A and Class B (: $ 0.3¢ $ 0.3C $ — $ 0.0€ $ — $ 0.0£ $ 0.06p $ 0.7¢

(1) For the third quarter of 2012, no costs were chpéd for the development of software products. Atiration expense from previously capitalized amewrmas $14.9 million

(2) Non-GAAP financial information for the quarter is asljad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountdéons excluded from GAAP income in calculating tb@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be aggliduring the year to take into account eventsemds that we believe materially impact the es@uannual rate including, but
not limited to, significant changes resulting fréam legislation, material changes in the geograptiicof revenues and expenses and other signifvasts. Due to the differences in the
tax treatment of items excluded from non-GAAP eagsj as well as the methodology applied to oumegéd annual tax rates as described above, onoragstl tax rate on non-GAAP
income may differ from our GAAP tax rate and froor actual tax liabilities

(3) Calculated based upon 427,142 basic wei¢-average shares for Class A and Clas

(4) Calculated based upon 433,288 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended September 30, 2011
(in thousands, except per share amounts)

(unaudited)
Stock-Based
Compensatior
Capitalized
Employer Acquisition Software Included in Tax
Payroll Taxes Developmen Capitalized Adjustment
Stock-Based on Employee Intangible Related Software Non-GAAP,
GAAP Compensatior ~ Stock Transactions  Amortization Iltems Costs (1) Development (2) as adjusted
Operating expense
Cost of license revenu $ 46,06 (367) (2€) (12,749 — (14,42°) — — % 18,50(
Cost of services revenu $106,67¢ (6,06%) (329 (1,247 — — = — 8 99,03¢
Research and developme $199,65! (46,667) (2,399 (797) — 24,52¢ (3,389 — $ 170,94
Sales and marketir $331,62¢ (24,767) (1,407) (2,839 — — — — $ 302,62
General and administrative $ 77,12( (10,519 (340 (36) (844) — — — % 65,38:
Operating incom: $180,72: 88,37¢ 4,49; 17,65( 844 (10,107) 3,38¢ — $ 28537
Operating margir 19.2% 9.4% 0.5% 1.9% 0.1% -1.1% 0.3% — 30.3%
Income before income tax $183,15¢ 88,37¢ 4,49; 17,65( 844 (10,107) 3,38¢ — $ 287,81
Income tax provisiol $ 5,621 51,94( $ 57,56:
Tax rate 3.1% 20.0%
Net income $177,53¢ 88,37¢ 4,49; 17,65( 844 (10,107) 3,38¢ (51,94() $ 230,25:

Net income per weight-average

share, basic for Class A ani

Class B (3 $ 04z $ 021 $ 001 $ 0.04 $ — $ 0.02) $ 001 $ 0.19) $ 0.5t
Net income per weight-average

share, diluted for Class A a

Class B (4 $ 041 % 02 $ 0.01 % 004 $ — $ 0.0 $ 001 % 0.12) $ 0.5

(1) For the third quarter of 2011, we capitaliz€d $ million (including $3.4 million of stock-basedmpensation) of costs incurred for the develogroéroftware products. Amortization
expense from capitalized amounts was $14.4 mil

(2) Non-GAAP financial information for the quarter is adjd for a tax rate equal to our annual estimatedate on no-GAAP income. This rate is based on our estimatedianGAAP
income tax rate forecast, adjusted to accountéans excluded from GAAP income in calculating to@iGAAP financial measures presented above. Oimat&d tax rate on non-
GAAP income is determined annually and may be feutzted during the year to take into account eventrends that we believe materially impact thtngated annual rate including,
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materf@mges in the geographic mix of revenues and ergersd other significant events. Due
to the differences in the tax treatment of itemslieded from non-GAAP earnings, as well as the nuhagy applied to our estimated annual tax ratedeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrfi our actual tax liabilities

(3) Calculated based upon 422,030 basic wei¢-average shares for Class A and Clas

(4) Calculated based upon 431,881 diluted weic-average shares for Class A and Clas



Operating expense

Cost of license revenu

Cost of services revenu

Research and developmt

Sales and marketir

General and administrati

Operating incom:

Operating margir

Income before income tax

Income tax provisiol

Tax rate

Net income

Net income per weight«
average share, basic for
Class A and Class B (:

Net income per weight«
average share, diluted for
Class A and Class B (-

VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Nine Months Ended September 30, 2012
(in thousands, except per share amounts)

(unaudited)
Capitalized
Employer Acquisition Software Tax
Payroll Taxes Developmen Adjustment

Stock-Based on Employee Intangible Related Non-GAAP,

GAAP Compensatior Stock Transactions Amortization ltems Costs (1) (2) as adjusted

$ 173,63¢ (1,52%) (43 (46,339 — (57,45 — $ 6827

$ 355,86 (20,73 (846) (3,299 — — — $ 330,98

$ 730,89: (147,599 (5,050 (2,469 — — — $ 57577

$1,166,44: (110,779 (3,779 (9,147 — — — $ 1,042,75

$ 265,63t (34,219 (991) — (3,407 — — $ 227,03

$ 619,41¢ 314,85! 10,70: 61,23¢ 3,40z 57,45’ = $ 1,067,07!
18.7% 9.5% 0.3% 1.9% 0.1% 1.7% — 32.2%

$ 633,19( 314,85; 10,70: 61,23¢ 3,402 57,45] — $ 1,080,84

$ 93,25 101,29 $ 194,55
14.7% 18.0%

$ 539,93: 314,85! 10,70: 61,23¢ 3,402 57,45’ (101,299 $ 886,29

$ 1.2¢€ $ 0.74 $ 0.02 $ 0.14 $ 0.01 $ 0.1¢ $ 029 3 2.0¢

$ 1.24 $ 0.72 $ 0.0z $ 0.14 $ 0.01 $ 0.1 $ 023 % 2.0¢

(1) For the first nine months of 2012, no costs wepgtakized for the development of software produdisiortization expense from previously capitalizedoaints was $57.5 millior

(2) Non-GAAP financial information for the quarter is asljad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountdéons excluded from GAAP income in calculating tb@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be aggliduring the year to take into account eventsemds that we believe materially impact the es@uannual rate including, but

not limited to, significant changes resulting fréam legislation, material changes in the geograptiicof revenues and expenses and other signifvasts. Due to the differences in the

tax treatment of items excluded from non-GAAP eagsj as well as the methodology applied to oumegéd annual tax rates as described above, onoragstl tax rate on non-GAAP
income may differ from our GAAP tax rate and froor actual tax liabilities
(3) Calculated based upon 426,902 basic wei¢-average shares for Class A and Clas
(4) Calculated based upon 434,438 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Nine Months Ended September 30, 2011
(in thousands, except per share amounts)
(unaudited)

Stock-Based
Compensatior
Capitalized
Software
Developmen

Included in
Capitalized
Software
Development

Employer
Payroll Taxes
on Employee

Stock Transaction:

Acquisition

Stock-Based
Compensatior

Related
Items

Intangible

GAAP Amortization Costs (1)

Tax
Gain on sale ¢ Adjustment

(©)

Terremark (2)

Non-GAAP,
as adjusted

Operating
expenses
Cost of license
revenues
Cost of
services
revenues
Research and
developme$558,05!
Sales and
marketing $949,11(
General and
administrati$223,39°
Operating
income
Operating
margin
Other income
(expense),
net
Income before
income
taxes
Income tax
provision $ 62,03¢
Tax rate 10.6%
Netincome  $523,50!
Net income pe
weighted-
average
share, bas
for Class A
and
ClassB (4 $
Net income pe
weighted-
average
share,
diluted for
Class A
and
Class B (5. $

$151,00! (1,279 (99 (32,88) (62,699

$304,10: (17,399 (1,209) (3,729

(134,62) (8,239 (2,399 86,42¢ (12,429

(70,550 (4,710 (7,347 = =

(30,55¢) (1,19) (108) (2,229 — —

$521,11! 254,39 15,44¢ 46,45¢ 2,22¢ (23,72) 12,42¢

19.3% 9.4% 0.6% 1.7% 0.1% -0.9% 0.4%

$ 55,80¢

$585,54° 254,39 15,44¢ 46,45¢ 2,22¢ (23,72)) 12,42¢

254,39« 15,44¢ 46,45¢ 2,22¢ (23,72) 12,42¢

128 8 061 $ 0.0/ $ 011 $ 0.0 $ 0.0z

121 % 05¢ $ 0.0/ $ 011 $ = $ 0.0 $ 0.0z

@

(2
(©)

Amortization expense from capitalized amounts W& Bmillion.
VMware realized a gain of $56.0 million on the saléts investment in Terremark Worldwide, It

(56,000)

(56,000
105,31

(56,000)

$ 0.19) $

$ 0.1 $

(105,31) $

0.2 $

(029 $

$ 54,05¢

281,77:
486,80
866,50:

189,31(

¥ B B H B

828,34:

30.6%
$ (194)
$ 836,77:
$ 167,35

20.0%
669,42(

1.5¢

1.5t

For the first nine months of 2011, we capidiz86.4 million (including $12.4 million of stodlased compensation) of costs incurred for the deweént of software products.

Non-GAAP financial information for the quarter is asfjed for a tax rate equal to our annual estimateddte on non-GAAP income. This rate is basedwrestimated annual GAAP

income tax rate forecast, adjusted to accountdéons excluded from GAAP income in calculating tb@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be teutzted during the year to take into account eventrends that we believe materially impact thtingated annual rate including,
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materf@mges in the geographic mix of revenues and ergearsd other significant events. Due
to the differences in the tax treatment of itemdeded from non-GAAP earnings, as well as the nulagy applied to our estimated annual tax ratedeasribed above, our estimated

tax rate on nc-GAAP income may differ from our GAAP tax rate amdrfi our actual tax liabilities
Calculated based upon 420,247 basic wei¢-average shares for Class A and Clas
Calculated based upon 431,846 diluted weic-average shares for Class A and Clas

(4
®)



Revenues
License
Services
Software maintenanc
Professional service
Total service:
Total revenue

Percentage of revenue
License
Services
Software maintenanc
Professional service
Total service:

Total revenue

VMware, Inc.

REVENUE BY TYPE
(in thousands)
(unaudited)

For the Three Months Ended
September 30,

For the Nine Months Ended
September 30,

2012 2011

2012 2011

$ 491,12 $443,59°

$1,490,27! $1,327,40.

550,62t 426,77. 1,562,01 1,176,90
91,93 71,49/ 259,60° 202,48!
642,56: 498,26t 1,821,62. 1,379,39.
$1,133,68. $941,86: $3,311,89. $2,706,79.
43.2% 47.1% 45.(% 49.(%
48.¢% 45.2% 47.2% 43.5%
8.1% 7.6% 7.8% 7.5%
56.7% 52.% 55.(% 51.(%
100.(% 100.(% 100.(% 100.%




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES
TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
(in thousands)

(unaudited)
For the Three Months Ended
September 30,
2012 2011
GAAP cash flows from operating activiti $ 436,21t  $ 523,51:
Capitalized software development cc — (21,139
Excess tax benefits from stc-based compensatic 24,53: 46,42t
Capital expenditure (74,817 (54,949

Free cash flow $ 385,93 $ 493,85.




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES
TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
(in thousands)

(unaudited)
For the Trailing Twelve Months

Ended September 30,

2012 2011
GAAP cash flows from operating activiti $1,965,55¢ $1,870,83
Capitalized software development cc — (89,959
Excess tax benefits from stc-based compensatic 137,72! 253,94!
Capital expenditure (205,73() (217,630

Free cash flow $1,89755 $1,817,20




About Non-GAAP Financial Measures

To provide investors and others with additionabinfation regarding VMware’s results, we have disetbin this press release the following
non-GAAP financial measures: non-GAAP operatingine, non-GAAP net income, non-GAAP income per difishare, noGAAP operating
margin, free cash flows and trailing twelve-morefcash flows. VMware has provided a reconcilietbeach non-GAAP financial measure
used in this earnings release to the most directilgparable GAAP financial measure. These non-GAA&ntial measures, other than free cash
flows, differ from GAAP in that they exclude stoblesed compensation, employer payroll tax on emplsyeck transactions, amortization of
intangible assets, acquisition related items aad#t effect of the amortization and capitalizatiésoftware development costs. Free cash flows
differ from GAAP cash flows from operating actieisi in its treatment of capitalized software devedept costs, excess tax benefits from stock-
based compensation and capital expenditures.

VMware’s management uses these non-GAAP financgglsures to understand and compare operating rasuiiss accounting periods, for
internal budgeting and forecasting purposes, fortsland long-term operating plans, to calculateusopayments and to evaluate VMware’s
financial performance, the performance of its izl functional groups and the ability of operado generate cash. Management believes
these non-GAAP financial measures reflect VMwaagigoing business in a manner that allows for megniperiod-toperiod comparisons al
analysis of trends in VMwarg’business, as they exclude expenses and gairex¢haot reflective of ongoing operating resultandgement als
believes that these non-GAAP financial measuregigecuseful information to investors and othersiilerstanding and evaluating VMware’s
operating results and future prospects in the saarer as management and in comparing financialtsescross accounting periods and to
those of peer companies. Additionally, managemeli\es information regarding free cash flows pdegiinvestors and others with an
important perspective on the cash available to nséilegegic acquisitions and investments, to re@selshares, to fund ongoing operations a
fund other capital expenditures.

Management believes these non-GAAP financial measare useful to investors and others in asse¥itvgare’s operating performance due
the following factors:

» Stockbased compensatioAlthough stoc-based compensation is an important aspect of timpensation of VMwar's employee
and executives, determining the fair value of dertd the stock-based instruments we utilize inesha high degree of judgment and
estimation and the expense recorded may bearrkttiemblance to the actual value realized uporedbkeng or future exercise of the
related stock-based awards. Furthermore, unlike caspensation, the value of stock options, whscéin element of our ongoing
stock-based compensation expense, is determined asiomplex formula that incorporates factorshaagmarket volatility, that are
beyond our control. Management believes it is Uugefexclude stock-based compensation in ordeettebunderstand the long-term
performance of our core business and to faciltataparison of our results to those of peer comsa

» Excess tax benefits from st-based compensatioWe account for sto-based compensation under GAAP, which requiresab:
report the excess income tax benefit from stocleth@®mpensation as a financing cash flow rather sisean operating cash flow.
We have added this benefit back to our calculadifdinee cash flows in order to generally classiglt flows arising from income
taxes as operating cash flo

» Employer payroll tax on employee stock transactiThe amount of employer payroll taxes on s-based compensation
dependent on VMwa'’s stock price and other factors that are beyondonirol and do not correlate to the operatiorhefliusiness

» Amortization of intangible asse’A portion of the purchase price of VMwi{'s acquisitions is generally allocated to intangdssets
such as intellectual property, and is subject torimation. However, VMware does not acquire buséas on a predictable cycle.
Additionally, the amount of an acquisition’s purskarice allocated to intangible assets and tine déiits related amortization can
vary significantly and are unique to each acquisitiTherefore, VMware believes that the presematfcnon-GAAP financial
measures that adjust for the amortization of intalagssets provides investors and others withnaistent basis for comparison
across accounting perioc



» Acquisition related item:Acquisition related items include direct costs odjaisitions, such as transaction fees, which "
significantly and are unique to each acquisitioddi#ionally, VMware does not acquire businessea pnedictable cycle

» Capitalized software development coCapitalized software development costs encompasgealization of development costs ¢
the subsequent amortization of the capitalizedsomger the useful life of the product. Amortizatieamd capitalization of software
development costs can vary significantly dependipgn the timing of products reaching technologieakibility and being made
generally available. In addition, we exclude thpitization of software from our free cash flowstetter convey management'’s
view of operating cash flows. To the extent thatoapitalize costs under generally accepted acauygtiidance, we increase our
GAAP operating cash flows due to the treatmentpitalized costs as cash used in investing adscitHistorically, the amount of
software development costs that we capitalizedhduai given fiscal period was often significant. Hwer, following the release of
VMware vSphere 5 and the comprehensive suite oftciofrastructure technologies in the third quaoie2011, management
determined that VMware’s go-to-market strategy tla@inged from single solutions to product suitettmhg. As a result of this
change in strategy, and the related increased tanpae of interoperability between our products,|émgth of time between
achieving technological feasibility and generatesle to customers has significantly decreasednGia we expect the majority of
our product offerings to be suites or to have kaygonents that interoperate with our other prodéfetings, the costs incurred
subsequent to achievement of technological fedtyilaite expected to be immaterial in future periadd we do not expect to record
significant capitalized software development costder our current strategy. We did not capitalaiéwsare development costs
related to product offerings during the first nmenths of 2012. We also expect amortization of ipresly capitalized software
development costs to steadily decline as previotegbjtalized software development costs becomg &tortized

» Tax AdjustmenNon-GAAP financial information for the quarter is adjed for a tax rate equal to our annual estimatedatie or
non-GAAP income. This rate is based on our estichatemual GAAP income tax rate forecast, adjustexttmunt for items excluded
from GAAP income in calculating our non-GAAP incon@ur estimated tax rate on non-GAAP income isrdgteed annually and
may be adjusted during the year to take into adcevents or trends that we believe materially implae estimated annual rate
including, but not limited to, significant changesulting from tax legislation, material changeshia geographic mix of revenues .
expenses and other significant events. Due toiffexehces in the tax treatment of items excludedifnon-GAAP earnings, as well
as the methodology applied to our estimated anaxaiates as described above, our estimated tavorabon-GAAP income may
differ from our GAAP tax rate and from our actuat tiabilities.

Additionally, we believe that the non-GAAP finanaiaeasure, free cash flows, is meaningful to inmesbecause we review cash flows
generated from operations after taking into comsititen capital expenditures due to the fact thas¢hexpenditures are considered to be a
necessary component of ongoing operations. As sstliabove, we also exclude the excess incomeieefibfrom stock-based compensation
and subtract capitalization of software developnoests to derive our measure of free cash flows.

The use of non-GAAP financial measures has celitaitations because they do not reflect all iterhgroome and expense that affect VMware’
operations. Specifically, in the case of stock-basempensation, if VMware did not pay out a portidrits compensation in the form of stock-
based compensation and related employer payrabstake cash salary expense included in costvehues and operating expenses would be
higher, which would affect VMware’s cash positidMMware compensates for these limitations by redongcihe non-GAAP financial measures
to the most comparable GAAP financial measuress@men-GAAP financial measures should be considaraddition to, not as a substitute
for or in isolation from, measures prepared in adance with GAAP and should not be considered mreasaf VMware’s liquidity. Further,
these non-GAAP measures may differ from the non-8A#formation used by other companies, includingrpempanies, and therefore
comparability may be limited. Management encouragesstors and others to review VMware's finanaidéibrmation in its entirety and not rely
on a single financial measui



Revenue Growth in Constant Currency

We invoice and collect in the Euro, the British Rduthe Japanese Yen, and the Australian Dolldréir respective regions. As a result, our 1
revenues are affected by changes in the U.S. Dadjainst these currencies.

In order to provide a comparable framework for asg® how our business performed excluding thecetfeforeign currency fluctuations,
management analyzes year-over-year revenue grawdhconstant currency basis.

Since all of our entities operate with the U.S.|Broas their functional currency, unearned reverfioiesrders booked in currencies other than
U.S. Dollars are converted into U.S. Dollars atekehange rate in effect for the month in whichheaer is booked. We calculate constant
currency on license revenues recognized duringuh@nt period that were originally booked in cagies other than U.S. Dollars by comparing
the exchange rates used to recognize revenue authent period against the exchange rates usegttgnize revenue in the comparable period.
We do not calculate constant currency on servieesnues, which include software maintenance rewseaneé professional services reveni



