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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 reportedjtober 21, 2008

VMWARE, INC.

(Exact name of registrant as specified in its charter)

Delaware 001-33622 94-3292913
(State or Other Jurisdiction of Incorporation) (Commission File Number) (IRS Employer Identification Number)
3401 Hillview Avenue, Palo Alto, CA 94304
(Address of Principal Executive Offices) (Zip code)

Registrant’s telephone number, including area c(@te) 427-5000
N/A

(Former Name or Former Address, if changed since & report)

Check the appropriate box below if the Form 8-kflis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (see General Instructior2 Abelow):

O  Written communications pursuant to Rule 425 unHerSecurities Act (17 CFR 230.4z

O Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)

O Precommencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
O

Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))




Item 2.02  Results of Operations and Financial Condition.

On October 21, 2008, VMware, Inc. (“VMware”") issuggress release (“Earnings Release”) announdrfméncial results for the
quarter ended September 30, 2008. The press relghsd includes information regarding VMware’s ufenon-GAAP financial measures,
is attached hereto as Exhibit 99.1 and incorporbyeference herein.

The information in this Iltem 2.02 and the Exhilitahed hereto shall not be deemed “filed” for jmsgs of Section 18 of the Securities
Exchange Act of 1934 (the “Exchange Act”) or othsewsubject to the liabilities of that section, sball it be deemed incorporated by
reference in any filing under the Securities Acil883 or the Exchange Act, regardless of any gémaarporation language in such filing.

Iltem 9.01 Financial Statements and Exhibits

(d) Exhibits

99.1 Press release of VMware, Inc. dated October 218
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Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its behalf
by the undersigned hereunto duly authorized.

Date: October 21, 2008
VMWARE, INC.
By: /s/ Mark Peel

Mark Peek
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VMware Reports Third Quarter 2008 Results

Quarterly Revenue Grew 32% to $472 Million; GAAPe&pgiting Margin of 21%; Non-GAAP Operating Margin
of 24%; Annual Revenue to Date of $1.4 Billion Eede Total for 2007

PALO ALTO, Calif., October 21, 2008— VMware, Inc. (NYSE: VMW), the global leader inritialization solutions from the desktop to the
datacenter, today reported financial results fertttird quarter of 2008:

. Revenues for the third quarter were $472 millionjrecrease of 32% from the third quarter of 2(
. GAAP operating income for the third quarter was Bidlllion, an increase of 54% from the third quadé2007.
. Non-GAAP operating income for the third quarter was%dillion, an increase of 26% from the third quad&2007.

. GAAP net income for the third quarter was $83 miili or $0.21 per diluted share, compared to $6bamjlor $0.18 per diluted
share, for the third quarter of 20(

. Non-GAAP net income for the quarter was $93 million$6.24 per diluted share, compared to $85 mill@r$0.23 per diluted
share, for the third quarter of 20(

. Cash was nearly $1.7 billion and deferred revenag $780 million as of September 30, 2C

Third quarter U.S. revenues grew 24% to $249 nmilfiem the third quarter of 2007. Internationaleeues grew 42% to $224 million from
the third quarter of 2007 driven by strength indpe.

“VYMware had another solid quarter, despite thelelngling economic environment,” said Paul Maritzgident and chief executive officer of
VMware. “This is a testament to the value our \atization solutions provide to our customers. Asotercial and government organizations
are increasingly forced to do more with less, theyhoving VMware to the top of their short listsifategic priorities. Reducing hardware .
operational costs, becoming more efficient, flexibhd effective — these are the proven benefitrimg to our customer base of over
120,000.”

“At VMworld 2008 in September,” continued Maritaye laid out three key initiatives to build on owslc proposition of enabling our
customers to do more with less. We plan to expamdorrent VMware Infrastructure offerings into@mprehensive virtual datacenter
operating system for an enterprise cloud thatgslielastic, self-managing and self-healing. Wil enable customers to treat their IT
infrastructure as a single giant computer with Whteey can more efficiently and flexibly provisiand manage heterogeneous application
loads. This approach, coupled with the work beiagedunder our vCloud initiative, will also open thay to allowing application loads to be
seamlessly off-loaded as needed to external Cld@oisiplementary to these approaches, our vClietidiivie lays out a roadmap to bring the
management of thin and thick clients into a siricdenework, and give users the best of both. Exenutigainst thes



initiatives starts with a major release this quanfeour client virtualization management, VMware¥W™ 3.0, and significant deliveries are
expected through 2009.”

Third Quarter Highlights & Strategic Announcements

VMworld 2008 had a record of 13,800 attendees fi&® countries, a 30% increase over last year's@d#tece. 215 sponsors and
exhibitors supported the conference, includingiflaih Sponsors Cisco, Dell, EMC, HP, IBM, Intel, NBC:tApp and Symantec
who delivered keynote

Virtual Datacenter Operating System (VDC-OS)greundbreaking new products and technologies amngld to expand VMwa
Infrastructure offerings into a comprehensive \dttdatacenter operating system that can pool ldurees - servers, storage and
network — into a single enterprise cloud. By poglifi infrastructure, customers can more efficierthy flexibly provision and
manage heterogeneous application loads. The new I8 capabilities announced by VMware are expetcidne delivered in
20009.

vCloud Initiative — with support from 100+ partnenscluding BT, Rackspace, SAVVIS, SunGard, T-Syseand Verizon
Business, our vCloud Initiative is aimed at helpaognpanies both large and small safely tap compute capactigenand outsid
their firewalls — how they want, when they wantgdas much as they want — to ensure quality of serfiar any application they
want to run, internally or as a servi

vClient Initiative — will enable the delivery of iuersal clients -desktops that follow users to any end point whitevjaling a rick
personalized experience that is secure, cost aféeahd easy for IT to manage. The first step efittitiative is the roll out of
VMware View™ — a set of products that extend VMwsMirtual Desktop Infrastructure (VDI) solutions include both server
hosted virtual desktops and client virtual desktihyas can run on any laptop or desktop computee. viBlient Initiative includes
several new desktop virtualization technologiesolvhfMware plans to introduce in 2009. These newrtetogies are planned to
include client virtualization, image managemeng{t@ble as VMware View Composer) and offline degk

General availability of the new VMware Studio, artreoring and configuration tool to construct Virtdgpliances and vApps;
also announced general availability of VMware Labrdger 3, VMware Fusion™ 2.0 and VMware Workstafidn

VMware and Cisco plan to deliver joint datacentdugons designed to improve the scalability andragional control of virtual
environments. The Cisco Nex8i4000V distributed virtual software switch is exgtto be an integrated option in VMware
Infrastructure. Cisco and VMware also intend to bora their expertise in networking and virtualizatito introduce a new set of
multidisciplinary professional services and resatlertification training in support of customergitd center virtualization
strategies. In parallel, Cisco and VMware are twtating on integrating VMware Virtual Desktop lastructure (VDI) solutions
with Cisco® Application Delivery Networking solutions to imprehe performance of virtual desktops deliveredswide-area
networks (WANS).



Financial Outlook

The following forward-looking statements are based on current expectations and are subject to uncertainties and risks discussed below and in
documents filed by VMware with the United Sates Securities and Exchange Commission. Actual results may differ materially.

Current uncertainty in global economic conditiorskes it particularly difficult to predict producghand and other related matters and m
it more likely that VMware’s actual results couliffelr materially from expectations

. VMware is maintaining its 2008 revenue guidancegiomual growth of 42% to 45% over 2007. VMware wag of an increased
likelihood that 2008 revenue will be at the lowadef the guidance rang

. GAAP operating margin for the fourth quarter of 80 targeted to be between 16% and 18%. This goaacludes stock-based
compensation, employer payroll tax on employeekstansactions, and amortization of intangible tssaad capitalized software
development costs which are targeted at 6% of pi@jerevenue

. The 2008 GAAP tax rate is expected to be betweesnti3l5 percent and reflects the reinstatemereott S. Federal research
credit. This guidance includes stock-based compemsamortization of intangibles, and FAS86 cdptdion, representing
approximately - 4 percentage point

About VMware

VMware (NYSE: VMW) is the global leader in virtuadition solutions from the desktop to the datacef@astomers of all sizes rely on
VMware to reduce capital and operating expensesjrerbusiness continuity, strengthen security andrgen. With 2007 revenues of $1.3
billion, more than 120,000 customers and more #3000 partners. VMware is one of the fastest gngvaublic software companies.
Headquartered in Palo Alto, California, VMware igjority-owned by EMC Corporation (NYSE: EMC). Fooma information visit
www.vmware.com

VMware is a registered trademark of VMware, Incttia United States and/or other jurisdictions.difier marks and nhames mentioned he
may be trademarks of their respective companies.

Use of Non-GAAP Financial Measures

VMware has provided a reconciliation of each nonARAinancial measure used in this earnings reléasiae most directly comparable
GAAP financial measure. These non-GAAP financiabmees, which are used as measures of VMware’'smpeaihce, should be considered
in addition to, not as a substitute for or in isiola from, measures of VMware’s financial perforroamprepared in accordance with GAAP.
These measures differ from GAAP in that they exelstbck-based compensation, amortization of intdegissets, the write-off of in-process
research and development, employer payroll taxnopl@/ee stock transactions, and the net effedi@fimortization and capitalization of
software under Statement of Financial Accountiran8ards No. 86 (“FAS86"), VMware's bases for thadpistments are described below.

VMware's management uses the non-GAAP financialsuess referenced in this release and shown indtengpanying schedules to gain an
understanding of VMware’s comparative operatingiits§when comparing such results with previousqaisr or forecasts) and its future
prospects and excludes the above-listed itemskigtased compensation, amortization of intangibsetss write-off of inprocess research ¢
development, employer payroll tax on employee steaksactions, and the net effect of the amortimedind capitalization of software under
FAS86) from its internal operating plans and measiemt of financial performance, including budgeticgjculating bonus payments, and
forecasting future periods. These non-GAAP finantieasures are used by VMware’s management infihaincial and operating decision-
making because management believes they reflect &kha ongoing business in a manner that allows mgéu period-to-period
comparisons. As the non-GAAP financial measuretueecexpenses that VMware believes are not reflectf ongoing operating results,
management believes the non-GAAP financial measnable management to better analyze trends lugimess. VMware’s management
also believes that these 1-GAAP financial measures provide useful informatiorinvestors and others (a) in understanding aatuating



VMware's current operating results and future peasg in the same manner as management does, ohelyoose, and (b) in comparing in a
consistent manner VMware’s current financial resulith VMware’s past financial results.

In addition to the foregoing, management beliehas these non-GAAP measures are useful to inveataothers in assessing VMware's
operating performance due to the following factors:

. Although stock-based compensation is an importapéet of the compensation of VMware’s employeesex@tutives,
determining the fair value of the stock-based imsgnts involves a high degree of judgment and asitim and the expense
recorded may bear little resemblance to the astalak realized upon the future exercise or ternonadf the related stock-based
awards. VMware does not believe these-cash expenses are reflective of ongoing operatisglts.

. The amount of employer payroll taxes on stock-basedpensation is dependent on VMware’s stock @icthe timing and size
of exercise by employees of their stock options @fngesting in restricted stock, over which managethas limited to no control,
and as such does not correlate to VMV's operation of the busine:

. VMware’'s amortization of intangible assets incluties effects of EMC's acquisition of VMware in Jamy 2004. Also, VMware
does not acquire businesses on a predictable dy®leiare therefore believes that the presentationasi-GAAP measures that
adjust for the amortization of intangible assets tire write-off of in-process research and develeptnprovide investors and
others with a consistent basis for comparison acagsounting periods and, therefore, are usefiaMestors and others in helping
them to better understand VMw's operating results and underlying operationaldse

. The amortization and capitalization of software @neAS86 can vary significantly depending uponttheng of products reachir
technological feasibility. VMware does not belidhat the variance in operating results caused &y#t effect of applying FAS¢
properly reflect underlying operational tren

VMware’s non-GAAP financial measures may be defidéfierently than similar terms used by other comipa and, accordingly, may not be
comparable to similarly-titted non-GAAP financiakasures used by other companies. There are s@mtifimitations associated with the use
of non-GAAP financial measures. Specifically, tlenrGAAP financial measures that exclude stock-basedpensation, intangible
amortization, in-process research and developraedtthe net effect of the amortization and capigion of software under FAS86, do not
include all items of income and expense that af@dtvare’s operations. More specifically, in the ead stock-based compensation, if
VMware did not pay out a portion of its compensaiio the form of stock-based compensation andedlatnployer payroll taxes, the cash
salary expense included in costs of revenues aedhtipg expenses would be higher. Payment of eraplogyroll taxes on stock-based
compensation is also a cash expense for VMwarénapadcts the Company’s cash position. In the cagetafigible amortization, while not
directly affecting VMware’s cash position, it repests the loss of value of intangible assets dwer.tAs a result, non-GAAP net income and
non-GAAP net income per share, which exclude tkpease, do not reflect the full economic loss ilugaf those intangible assets.
Management compensates for these limitations ynaling the non-GAAP financial measures to VMwaréhancial results as determined
in accordance with GAAP, which reconciliations ae¢ forth in the accompanying schedules to thisasd, in the current report on Form 8-K
furnished to the SEC on the date hereof and on/fittymware.com

Forward-Looking Statements

Statements made in this press release which agatetnents of historical fact are forward-lookatgtements and are subject to the safe
harbor provisions created by the Private Securititggation Reform Act of 1995. Such forward-lookistatements relate, but are not limited,
to our financial outlook for revenue growth durithg 2008, continuing customer adoption and deployratour products and architectu



levels of demand for our products including priestin customer spending and the prospects fonewrstrategic initiatives, ongoing
development, and projections for the release atidettg of our software products. Actual results kebdiffer materially from those projected
in the forward-looking statements as a result ofade risk factors, including but not limited ta) &dverse changes in general economic or
market conditions; (ii) delays or reductions in samer or information technology spending; (iii) quetitive factors, including but not limite
to pricing pressures, industry consolidation, eofrpew competitors into the virtualization markatd new product and marketing initiatives
by our competitors; (iv) factors that affect timiofjlicense revenue recognition such as producbancements and beta programs; (v) our
customers’ ability to develop, and to transitionriew products, (vi) the uncertainty of customeregtance of emerging technology;

(viii) rapid technological and market changes irtualization software; (ix) changes to product depment timelines; (x) VMware’s
relationship with EMC Corporation, and EMC's alyiltb control matters requiring stockholder approuatluding the election of VMware’s
board members; (xi) our ability to protect our pietary technology; (xii) our ability to attract émetain highly qualified employees; and
(xiii) fluctuating currency exchange rates.

Current uncertainty in global economic conditions a risk to the overall economy as consumerdasitiesses may defer purchases in
response to tighter credit and negative finanaabs) which could negatively affect product demand ather related matters. Consequently,
customer spending on VMware products could be diffefrom VMware’s expectations due to factorsudéhg changes in business and
economic conditions, including conditions in thedit market that could affect consumer confiderostomer acceptance of VMware’s and
competitors’ products; changes in customer orddrpyment patterns; and changes in the willingnéssistomers to enter into longer term
licensing and support arrangements.

These forward looking statements are based onmer@ectations and are subject to uncertaintidschanges in condition, significance,
value and effect as well as other risks detailedoiouments filed with the Securities and Exchangmmission, including the report on Form
10-Q for the quarter ended June 30, 2008, whicldorause actual results to vary from expectatidihdware disclaims any obligation to
update any such forward-looking statements afeeidtite of this release.

Contacts:

Michael Haase

VMware Investor Relations
mhaase@vmware.com
650-427-2875

Gloria Lee

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

Mary Ann Gallo

VMware Public Relations
magallo@vmware.com
650-427-3271




VMware, Inc.

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

ASSETS

Current asset:

Cash and cash equivalel

Accounts receivable, less allowance for doubtfaoants of $2,351 and $1,6

Deferred tax asset, current porti

Income taxes receivable, r

Other current asse
Total current asse
Property and equipment, r
Other assets, n
Deferred tax asset, net of current port
Intangible assets, n
Goodwill

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:

Accounts payabl

Accrued expense

Due to EMC, ne

Income taxes payable, current port

Deferred revenue, current porti
Total current liabilities
Note payable to EM(
Deferred revenue, net of current port
Deferred tax liability
Income taxes payable, net of current por

Total liabilities

Commitments and contingenci
Stockholder' equity:

Class A common stock, par value $.01; authorizB8@000 shares; issued and

outstanding 89,452 and 82,924 sh:
Class B convertible common stock, par value $.0fharized 1,000,000 shares; issuec
and outstanding 300,000 sha
Additional paic-in capital
Retained earnings (accumulated defi
Total stockholder equity
Total liabilities and stockholde’ equity

September 30, 20C

$ 1,691,37:
287,94

44,00«

82,22¢

49,12(
2,154,66
370,61
97,66¢

56,98(

48,51
730,27t

$ 3,458,71

$ 80,26:
160,12¢
36,24¢

482,36t
759,00
450,00(
297,99
42,02¢
28,41¢
1,577,44!

89t

3,00
1,756,63i

120,73:

1,881,26!

December 31, 20C

$ 1,231,16:
283,82
54,38¢

33,95¢
1,603,33
276,98
71,69

72,24

32,07:
639,36

$  2,695,70

$ 61,50¢
173,61(
2,75¢
68,82
363,31
670,01:
450,00(
189,47¢
27,323
18,26¢
1,355,08

82¢

3,00(
1,352,78
(16,000
1,340,61

$ 269570



VMware, Inc.

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

(unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Revenues
License $ 285,08t $ 247,48. $ 863,29¢ $621,08t¢
Services 187,03! 110,33! 503,12} 292,25(
472,12: 357,81¢ 1,366,42. 913,33¢
Operating expense
Cost of license revenu: 21,53¢ 19,15¢ 66,03: 60,54¢
Cost of services revenu 52,91¢ 39,49: 166,12: 90,94¢
Research and developmt 85,31t 67,84( 318,69¢ 194,37¢
Sales and marketir 167,91 125,73t 475,47¢ 311,43:
General and administrati 43,41¢ 39,83¢ 129,68: 97,16¢
Operating incom: 101,02( 65,75( 210,41: 158,86°
Investment incom 7,65¢ 7,30( 21,96¢ 11,71¢
Interest expense with EMC, r (3,829 (6,74%) (13,22) (13,267
Other expense, n (1,327 (19 (497) (10€)
Income before income tax 103,53( 66,28¢ 218,66 157,21¢
Income tax provisiol 20,24: 1,61( 39,98: 17,23¢
Net income $ 83280 $ 64,67¢ $ 178,67¢ $139,98:
Net income per weight-average share, basic for Class A and Cla 0.21 0.1¢ 0.47 0.41
Net income per weight-average share, diluted for Class A and Cla 0.21 0.1¢ 0.4t 0.41
Weightec-average shares, basic for Class A and Cle 387,62: 356,43: 383,87t 340,56!

Weightec-average shares, diluted for Class A and Cla 394,23: 368,56° 397,09: 344,73t



VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Cash flows from operating activities:
Net income $ 8328 $ 64,67 $ 178,67¢ $ 139,98.
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic 40,64+ 27,64 117,53 72,46
Stocl-based compensation, excluding amounts capita 35,31% 31,737 119,55( 59,35¢
Excess tax benefits from stc-based compensatic (5,844 — (85,277) —
Other adjustment 1,242 (52¢) 2,30( (399
Changes in assets and liabilities, net of acqaissti
Accounts receivabl 20,80: 37,06: (3,487 30,97:
Other asset (2,369 5,99¢ (15,650 (2,66€)
Due to/from EMC, ne 2,904 15,64« 43,19( (74,43¢)
Accounts payabl 10,88( 8,57¢ (250 20,95¢
Accrued expense (21,309 (667) (25,26%) 10,80:
Income taxes payable/receival 28,01 22,88¢ (68,995 60,397
Deferred income taxes, n (8,876 (22,446 37,84: (45,079
Deferred revenu 58,81 7,75( 227,13: 116,50!
Net cash provided by operating activit 243,50! 198,33: 527,31¢ 388,86
Cash flows from investing activities:
Additions to property and equipme (32,669 (42,379 (133,58) (91,299
Purchase of headquarters facilities from E (132,56¢) — (132,569)
Capitalized software development cc (37,96) (22,319 (53,895 (32,859
Purchase of lor-term investmen — — (1,750 —
Business acquisitions, net of cash acqu (57,369 (54,109 (90,657) (75,519
Decrease (increase) in restricted ¢ — 55E 89¢€ (5,139
Net cash used in investing activiti (127,989 (250,801) (278,986 (337,372
Cash flows from financing activities:
Proceeds from issuance of common sl 34,09( 1,256,29. 167,41 1,256,29.
Excess tax benefits from stc-based compensatic 5,84« — 85,27 —
Shares repurchased for tax withholdings on vesifrrgstricted stocl (4,339 — (40,817 —
Repayment of note payable to EN — (350,000 — (350,000
Net cash provided by financing activiti 35,59¢ 906,29. 211,87: 906,29:
Net increase in cash and cash equival 151,11: 853,82( 460,20 957,78:
Cash and cash equivalents at beginning of the ¢b 1,540,26! 280,09¢ 1,231,16! 176,13«

Cash and cash equivalents at end of the pi $1,691,37. $1,133,91 $1,691,37. $1,133,91




VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended September 30, 2008
(in thousands, except per share amounts)

(unaudited)
Stock-based
Compensatior
Employer Capitalized Included in
Payroll Tax on Software Capitalized
Employee Stocl Developmen Software Non-
Stock-Based Intangible Development GAAP,
GAAP Compensatior Transactions Amortization Costs (1) Costs as adjustec
Operating expense
Cost of license revenu $ 21,53t (269 (3) (3,529 (11,04¢) — $ 6,697
Cost of services revenu $ 52,91¢ (3,660) (29 — — — $ 49,23(
Research and developmt $ 85,31 (15,33) (29€) — 45,78¢ (7,827) $107,64¢
Sales and marketir $167,91- (23,139 (90 (89¢) — — $153,78t
General and administratiy $ 43,41¢ (2,929 (35) (64€) — — $ 39,81
Operating incom: $101,02( 35,311 45¢ 5,07¢ (34,747 7,827  $114,95(
Income before income tax $103,53( 35,31" 45% 5,07t (34,747 7,827  $117,46(
Income tax provisiol $ 20,24 8,68¢ 10€ 1,90z (8,38¢) 1,821 $ 24,37
Quarterly tax rati 19.55% 20.7"%
Net income $ 83,28¢ 26,62¢ 347 3,17: (26,359 6,006 $ 93,08¢

Net income per weighted avers

share, basic for Class A and

Class B $ 0.21 $ 007 % 00C % 001 $ (0.07) $ 00z $ 0.2¢
Net income per weighted avers

share, diluted for Class A anc

Class B $ 0.21 $ 007 $ 0.0C $ 001 $ (007 $ 0.0z $ 0.24
Weighted average shares, basic

Class A and Class 387,62: 387,62: 387,62: 387,62: 387,62: 387,62: 387,62:
Weighted average shares, dilute

for Class A and Class 394,23. 394,23. 394,23. 394,23. 394,23. 394,23. 394,23.

(1) For the third quarter of 2008, VMware capitatizb45.8 million (including $7.8 million of stockabed compensation) of costs incurred
for the development of software products. Amort@aexpense from previously capitalized amounts 8&is0 million for the third
quarter of 2008



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended September 30, 2007
(in thousands, except per share amounts)

(unaudited)
Stock-based
Compensatior
Capitalized Included in
Software Capitalized
Developmen Software Non-
Stock-Based Intangible Development GAAP,
GAAP Compensatior Amortization Costs (1) Costs as adjustec
Operating expense
Cost of license revenu $ 19,15¢ (212 (5,359 (9,217 — $ 4,381
Cost of services revenu $ 39,49 (2,195 — — — $ 37,29¢
Research and developme $ 67,84( (13,039 — 27,59: (5,279 $ 77,12
Sales and marketir $125,73t (9,599 (766€) — — $115,37¢
General and administratiy $ 39,83¢ (6,707 (491 — — $ 32,64¢
Operating incom: $ 65,75( 31,731 6,61( (18,38)) 5,27¢ $ 90,99¢
Income before income tax $ 66,28¢ 31,737 6,61( (18,38) 5,27¢ $ 91,53
Income tax provisiol $ 1,61( 7,00¢ 2,44¢ (5,739 1,07 $ 6,40«
Quarterly tax rati 2.4% 7.C%
Net income $ 64,67¢ 24,72¢ 4,16¢ (12,647 4,20¢ $ 85,12¢
Net income per weighted average share, t
for Class A and Class $ 0.1¢ $ 0.07 $ 0.01 $ (009 3 0.01 $ 0.2¢
Net income per weighted average share, dil
for Class A and Class $ 0.1¢ $ 0.07 $ 001 $ (009 % 001 $ 0.2¢
Weighted average shares, basic for Class A and
Class B 356,43: 356,43: 356,43: 356,43: 356,43: 356,43:
Weighted average shares, diluted for Class .
and Class E 368,56 368,56° 368,56 368,56° 368,56 368,56

(1) For the third quarter of 2007, VMware capitatizs27.6 million (including $5.3 million of stockabed compensation), of costs incurred
for the development of software products. Amort@aexpense from previously capitalized amounts $&8 million for the third
quarter of 2007



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Nine Months Ended September 30, 2008
(in thousands, except per share amounts)

(unaudited)
Stock-based
Compensatior
Employer Capitalized Included in
Payroll Tax on Software Capitalized
Employee Stocl Developmen Software Non-
Stock-Based Intangible Development GAAP,
GAAP Compensatior Transactions Amortization Costs (1) Costs as adjustec
Operating expense
Cost of license revenu $ 66,03! (803) (28) (8,139 (40,185 — $ 16,88¢
Cost of services revenu $166,12: (20,71¢) (220 — — — $155,18t
Research and developme $318,69¢ (55,907 (2,735 — 65,64 (11,74¢  $313,95:
Sales and marketir $475,47¢ (36,13¢) (1,239 (2,689 — — $435,41°
General and administratiy $129,68. (15,98¢) (512 (1,942) — — $111,24.
Operating incom: $210,41: 119,55( 4,72¢ 12,76¢ (25,45€) 11,74¢  $333,74:
Income before income tax $218,66: 119,55( 4,72¢ 12,76¢ (25,456 11,74¢  $341,99:
Income tax provisiol $ 39,98 27,10: 1,24t 4,60¢ (7,497 2,67¢ $ 68,11f
Quarterly tax rati 18.2t% 19.92%
Net income $178,67¢ 92,44¢ 3,48¢ 8,15¢ (17,959 9,06¢  $273,87!
Net income per weighted avers
share, basic for Class A and
Class B $ 041 $ 022 % 001 % 00z $ (0.0 $ 00z $ 071
Net income per weighted avers
share, diluted for Class A anc
Class B $ 0.4 $ 02: % 001 $ 00z $ (005 % 0.0z $ 0.6¢
Weighted average shares, basic
Class A and Class 383,87t 383,87t 383,87¢ 383,87t 383,87t 383,87t 383,87t
Weighted average shares, dilute
for Class A and Class 397,09: 397,09: 397,09: 397,09: 397,09: 397,09: 397,09:

(1) For the first nine months of 2008, VMware cafpited $65.6 million (including $11.7 million ofastk-based compensation) of costs
incurred for the development of software produdtsortization expense from previously capitalizedoamts was $40.2 million for the

first nine months of 200¢



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Nine Months Ended September 30, 2007
(in thousands, except per share amounts)

(unaudited)
Stock-based
Compensatior
Capitalized Included in
Software Capitalized
Developmen Software Non-
Stock-Based Intangible Development GAAP,
GAAP Compensatior Amortization Costs (1) Costs as adjustec
Operating expense
Cost of license revenu $ 60,54¢ (322 (15,789 (25,929 — $ 18,51:
Cost of services revenu $ 90,94¢ (3,609) — — — $ 87,33¢
Research and developmt $194,37! (27,677 — 39,59/ (6,73€)  $199,56(
Sales and marketir $311,43. (16,779 (1,929 — — $292,73(
General and administratiy $ 97,16¢ (10,969 (1,47¢) — — $ 84,72
Operating incom: $158,86° 59,35¢ 19,18 (13,66%) 6,73¢ $230,47"
Income before income tax $157,21¢ 59,35¢ 19,18: (13,665 6,73¢ $228,82t
Income tax provisiol $ 17,23¢ 14,74: 7,09¢ (3,989 1,612 $ 36,70(
Quarterly tax rati 11.(% 16.(%
Net income $139,98. 44,61 12,08¢ (9,676€) 5,12¢ $192,12¢
Net income per weighted average share, t
for Class A and Class $ 041 $ 0.1z $ 0.04 $ (0.0 3% 0.0z $ 0.5¢
Net income per weighted average share, dil
for Class A and Class $ 041 $ 0.1: % 0.0¢ $ (009 % 001 $ 0.5¢
Weighted average shares, basic for Class A and
Class B 340,56! 340,56! 340,56! 340,56! 340,56! 340,56!
Weighted average shares, diluted for Class .
and Class E 344,73t 344,73t 344,73t 344,73t 344,73t 344,73t

(1) For the first nine months of 2007, VMware cajited $39.6 million (including $6.7 million of stk-based compensation) of costs
incurred for the development of software produdtsortization expense from previously capitalizedoamts was $25.9 million for the
first nine months of 2007



Revenues
License
Services
Software maintenanc
Professional service

Total service:

Percentage of revenue
License
Services
Software maintenanc
Professional service

Total service:

VMware, Inc.

REVENUE BY TYPE
(in thousands)

(unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
$ 285,08t $ 247,48 $ 863,29¢ $621,08t¢
147,31( 86,83t 395,41! 227,91t
39,72¢ 23,50( 107,71( 64,33
187,03! 110,33! 503,12! 292,25(
$472,12: $ 357,81t $1,366,42. $913,33¢
60.4% 69.2% 63.2% 68.(%
31.2% 24.2% 28.9% 25.(%
8.4% 6.5% 7.% 7.C%
39.€% 30.£% 36.£% 32.(%
100.(% 100.(% 100.(% 100.(%




