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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

(Mark One)
XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the fiscal year ended December 31, 2008
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For transition period from to
Commission File Number 001-33622
VMWARE, INC.
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(650) 427-5000
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Securities registered pursuant to Section 12(b) dlfie Act:
Title of each class Name of each exchange on which registere
Class A Common Stock, par value $0.0 New York Stock Exchange
Securities registered pursuant to section 12(g) tfie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edbdturities Act.  YedX] No O

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yes[ No

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastl@s. Yes[X] No O

Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K it contained herein, and will not be
contained, to the best of registrant’s knowledgealdfinitive proxy or information statements incorgted by reference in Part Il of this
Form 10-K or any amendment to this Form 10-Kl

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated fileilx] Accelerated filer O Non-accelerated filerJ Smaller reporting company

(Do not check if a smaller reporti
company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). Yes[O No

At June 30, 2008, the aggregate market value ofaistrant’s Class A common stock held by nonliafés of the registrant (based upon
the closing sale price of such shares on the Newk Btock Exchange on June 30, 2008) was approxiyn@®439,767,515. Shares of the
registrant’s Class A common stock and Class B comstock held by each executive officer and direatut by each entity or person, other
than investment companies, that, to the regissdatowledge, owned 5% or more of the registranitstanding Class A common stock as of
June 30, 2008 have been excluded in that suchneersay be deemed to be affiliates of the registietnis determination of affiliate status is
not necessarily a conclusive determination for otheposes.

As of February 19, 2009, the number of shares ofraon stock, par value $.01 per share, of the mregisbutstanding was 390,654,149, of
which 90,654,149 shares were Class A common stogk380,000,000 were Class B common stock.
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FACTORS THAT MAY AFFECT FUTURE RESULTS

This Annual Report on Form 10-K contains forwardKimg statements, within the meaning of the fedsealrities laws, about our
business and prospects. The forward-looking statésyao not include the potential impact of any reesgacquisitions, divestitures, securities
offerings or business combinations or other devekpts in our business that may be announced ounonated after the date hereof. Any
statements contained herein that are not statern&htstorical fact may be deemed to be forwardklng statements. Without limiting the
foregoing, the words “outlook,” “believes,” “plafisintends,” “expects,” “goals,” “potential,” “comues,” “may,” “will,” “should,” “seeks,”
“predicts,” “estimates,” “anticipates,” and similexpressions are intended to identify forward-logkstatements, although not all forward-
looking statements contain these words. Our futeselts may differ materially from our past resualigl from those projected in the forward-
looking statements due to various uncertaintiesreskg, including those described in Item 1A oftRgRisk Factors). The forward-looking
statements speak only as of the date of this AnRepbrt and undue reliance should not be placetiese statements. We disclaim any
obligation to update any forward-looking statemerttstained herein after the date of this Annuald®ep
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PART I

ITEM 1. BUSINESS

VMware is the leading provider of virtualizationlstions from the desktop to the data center. Ortualization solutions represent a
pioneering approach to computing that separatelécatipn software from the underlying hardware thigve significant improvements in
efficiency, availability, flexibility, and managedity. Our broad and proven suite of virtualizatisalutions addresses a range of complex
information technology (“IT”yroblems that include cost and operational inefficies, business continuity, software lifecycle agament, ar
desktop management. The benefits to our customeligdie substantially lower IT costs, cost-effectigh availability across a wide range of
applications, and a more automated and resiliestenys infrastructure capable of responding dyndipitmvariable business demands. Our
customer base includes organizations of all sizezsa numerous industries and includes 100% dFtinine 100 and approximately 95% of
the Fortune 1000.

Our solutions enable organizations to aggregatéipieiservers, storage infrastructure, and netwtogether into shared pools of
capacity that can be allocated dynamically, seguesid reliably to applications as needed, increpbardware utilization and reducing
spending. In the ten years since the introductfoouo first virtualization platform, we have expattour product offerings to address
distributed and heterogeneous infrastructure chadle such as planned and unplanned downtime maeagesystem recoverability and
reliability, backup and recovery, resource provigig and management, capacity and performance rearexg, and security.

We work closely with more than 900 technology parsnincluding leading server, microprocessor agter networking and software
vendors. We have shared the economic opportusitissunding virtualization with our partners byifaating solution development through
open Application Programming Interface (“APIs”) fieats and protocols and providing access to ourceozwde and technology. The
endorsement and support of our partners have fuetiteanced the awareness, reputation, and adagtimur virtualization solutions.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segroktits market. We derive a
significant majority of our revenues from our laigdirect sales channel that include distributogsgllers, x86 system vendors, and systems
integrators. We believe that our partners benediaitly from the sale of our solutions through addil services, software, and hardware sales
opportunities. We have trained a large number dhpas and end users to deploy and leverage outicos.

We were incorporated as a Delaware corporatio®88land continued to operate in large measurestend-alone company following
our acquisition by EMC Corporation (“EMC”) in 20@4d following our initial public offering (“IPO”) bour Class A common stock in August
2007. EMC continues to hold 84% of our outstanditass A common stock and all of our Class B comstonk, and we are considered a
“controlled company” under the rules of the New K'&tock Exchange. Total revenues in 2008 incred2étto $1,881.0 million. This
included license revenues of $1,178.1 million amvises revenues of $702.9 million. In the yeadeehDecember 31, 2008, 2007 and 2006,
over 90% of our license revenues were from our datder solutions with the balance from our otlwutions. Of our total services revenue:
2008, 79% were software maintenance revenues &d&ke professional services revenues. For additiimancial information, see Note M
to the consolidated financial statements includsévehere in this filing. Our corporate headquarseeslocated at 3401 Hillview Avenue, Palo
Alto, California and we have approximately 70 oécworldwide.

We began shipping our first product in 1999, ardhtowe offer multiple products from the desktophte data center. Our business is
organized around providing solutions for three méjopredicaments: Reducing costs and increasirgaijpnal efficiency in data centers,
providing easy access to “cloud computing” capaaity simplifying management and control of corp@ient computing.
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Overview of Virtualization

Virtualization was first introduced in the 1970satoable multiple business applications to sharefalhdharness the centralized
computing capacity of mainframe systems. Virtudimawas effectively abandoned during the 1980sX3fiDs when clienserver application
and inexpensive x86 servers and personal compeséablished the model of distributed computinghBathan sharing resources centrally in
the mainframe model, organizations used the low a@bdistributed systems to build up islands of porting capacity, providing some benefits
but also introducing new challenges. Some of tisbsdlenges include a gross underutilization of hereé resources, inability to easily assure
quality of service to applications, and unwieldyrmagement processes made cumbersome by the tighitrapof applications to the underlyii
hardware.

Data Center Virtualization

Today, x86 hardware is becoming increasingly prefitwith multi-core processors, growing memoryafy, and higher speed
interconnects shipping in standard servers. Contglekapplications is on the rise with multi-elentemixed operating system (“OS”)
applications becoming increasingly common, makirdifficult to provide a uniform quality of serviaross all components. Virtualization is
being overwhelmingly accepted as the standard Waprmputing in data centers for the most efficietilization of hardware.

VMware server virtualization technology is categed as a virtual data center operating system (“\@¥). A VDC-OS not only
decouples the entire software environment fromiitderlying hardware infrastructure, but also enatite aggregation of multiple servers,
storage infrastructure, and networks into sharexdspof resources that can be delivered dynamicséigurely, and reliably to applications as
needed. This approach enables organizations td awibmputing infrastructure with high levels afigation, availability, automation, and
flexibility using building blocks of inexpensivednstry-standard servers.

In addition to providing abstraction from the urlgiglg hardware, a VDG3S is also able to deliver services to applicatimmsing inside
virtual machines, in an OS and application agnastininer. This not only increases operational efficy, since these services are built-in and
easily enabled, but also allows mixed-element, ir@8 applications to get standard service levelyeled by the infrastructure, broadening
customer deployment choices.

A VDC-OS effectively creates “internal clouds” @sources, shareable by many applications, withiagjdns moving across resources
without disruption or downtime to ensure the righality of service to every application dynamicallfis enables service-level guarantees
from the infrastructure to applications. Greateels of operational automation benefits are achikevm this environment because of the
inherent standardization of virtual machines andaaly be realized by using management servicdsatiesaware of the unique flexibility and
dynamism of a VDC-OS.

In 2008, we announced our vCloud initiative in artteleverage our platform to allow enterprisesdwititternal clouds to easily access
external cloud capacity on demand, without the nieanistomize or change their applications. Thectbje of the vCloud initiative is to enal
hosting and cloud computing vendors to deliver gmitge-class cloud computing by federating on dedr@ympute capacity between virtual
data centers and cloud service providers on a comiiware platform. The initiative is aimed at prdirig users choice in where they deploy
applications by providing a common set of cloud pating services for businesses and service proyjaédth support for any application or
OS and the ability to choose where applications, lon or off premise.
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Data Center Products and Technology

VMware Infrastructure is our flagship VDC-OS protludsers can choose to deploy the VMware ESX or \AWMESXi hypervisor when
they purchase VMware Infrastructure. VMware ESXhis industry’s most mature hypervisor. VMware E®X& compact, 32MB footprint
version of VMware ESX with the same functionalitydgperformance. Other components of VMware Infradtire include capabilities such as
the following:

» VMware VMotion and Storage VMotion , the live migration of live running virtual mackes across servers or storage locations
without disruption or downtime

* VMware High Availability , cos-effective high availability for all applications aigst hardware failures and operating syste

* VMware Distributed Resource Schedulel, continuous monitoring of virtual machines thasere optimal placement on hardware
based on resource requirements and prior

Management of the VDC-OS is provided by the vCefaerily of products, which simplify and automatemagement tasks. Key vCenter
products include the following:

» vCenter Server, the central management and control point for Viafrastructure environmeni

» vCenter Site Recovery Manage, one-button disaster recovery for virtualized environtse

» vCenter Lifecycle Manager, an automated process for managing the lifecyiclértual machines in the data cent
» vCenter Lab Manager, an automated process for software developmenitements

We also offer free data center products such as ¥iv@erver and VMware ESXi that encourage the tridge, and adoption of
VMware virtualization in data centers of all siz#dlware Server is a virtualization platform thahsuon top of an OS (a “hosted” product)
available for trial and download by customers sytban test virtualization before they move tollhee-metal products.

Desktop Virtualization

Personal computing and personal computing devieearaergoing change as users increasingly usépheulevices including desktop
personal computers, laptop computers, thin clieartd, mobile internet devices to access data anitappns. In addition, users are employing
various desktop operating systems including Winddygple OS X, and Linux to access applications thay run locally on a computer,
centrally on a server, or accessed through a wgb.Jéis heterogeneity is becoming increasingly mam, making it difficult to manage and
secure customers’ desktop environments.

VMware desktop virtualization technology is catdéged as a universal client solution. A univers&m solution decouples the entire
desktop environment from its underlying device,l#ing customers to create user-centric insteadeoifos-centric desktop environments. Th
are two main approaches to desktop virtualizatirtual Desktop Infrastructure (“VDI”), where theegktop virtual machine runs on a server
and is accessed remotely using a display protaca clienthosted virtual desktops, where a desktop virtuadhime runs locally on a compu
and is able to use the local hardware and perighéfte have products in both of these categoriesal as offerings that combine both
approaches. VDI enables customers to provide danaaagement and control over their desktop enwiemts by moving the entire desktop
environments off the end-point device and intorgual machine running on a VDC-OS. This enablesarusrs to quickly provision new
desktop environments to local and remote usersevemibbling centralized security, updating, androbotver these environments. VDI can ¢
take advantage of the other tools and technoldbessurround a VDC-OS, including high availabilityd disaster recovery.
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Client-hosted desktop virtualization enables ugersin one or more virtual machines on a singleigsor laptop computer. Technical
professionals have been using our technology &iimig and development because it allows them tanultiple operating systems on a single
computer for securely testing new operating systg@aiches, and applications. Client-hosted deskirbpalization also allows individual users
to run applications that require a different opegsystem such as a Windows application on an @ X. In addition, users can leverage
desktop virtualization to run a virtual work degkion an employee-owned home computer and usedlaias attribute of virtualization to
create a secure barrier between the two envirorsnent

In 2008, VMware announced its vClient initiativehish consists of both product and partnering effaitned at delivering universal
clients, that is desktops that follow users to angl-point, that are secure, cost-effective, ang BEadT to manage. Our vClient partnering
efforts involve a network of hardware, systems, softivare partners to deliver a complete univetBaht virtualization solution to customers.

Desktop Products and Technologies
Our desktop products leverage our virtualizatiarhtelogy to deliver desktop virtualization to bethterprise users and personal users.

VMware View is our enterprise desktop virtualizatiplatform. VMware View incorporates and extendswade Infrastructure,
VMware's VDC-OS, into both a Virtual Desktop Inftascture and a client-hosted virtualization solattbat allows a desktop virtual machine
to run centrally or locally. Major components of Mire View include:

* View Manager provides session management and security betwaseraonnecting from a personal computer or adiémt to a
virtual desktop running on VMware Infrastructuretoma terminal session running on Windows Term8eivices or to a physical
PC.

» View Composerprovides desktop image provisioning, managemeidt séorage reduction for desktop virtual machinesiig on
VMware Infrastructure and managed by View Mana

* VMware ThinApp is an application virtualization solution that ausiers can purchase separately or with VMware View.
Application virtualization packages individual ajgltions into separate containers allowing quicmlication delivery and
reduced management cos

VMware also sells a range of personal client-hosiesktop virtualization products including:

»  Workstation enables technical professionals to create mulsiptire virtual sandboxes on a single computenfoning and testin
multiple operating systems and applicatic

» Fusionenables Apple users to seamlessly run Windows ainddWs applications on an Intel processor powerpdld OS X
Macintosh compute

Other desktop products include VMware ACE, whicbvides a layer of management around client-hoststitdps, and VMware Player,
a free client-hosted virtual desktop runtime thatairages trial of desktop virtualization.

Support and Services

We believe that our strong services organizatiahfeequent customer touch points help establishlloystomers that provide references
and help promote our technology across variousstnighis. We have implemented a broad services girdltet leverages the professional
services organizations of our partners. We hawe edtablished our own services offerings to complgnour partnersservices offerings and
ensure customer satisfaction, drive additionalssalad promote renewals and upgrades. Our sewifesrings include customized solutions
onsite support that enable us and our channelgrarto provide a positive overall customer expegen
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We have established our global customer suppodrzgtion, VMware Global Support Services, to aligth and support our expanding
customer base.

VMware Global Support ServiceWe offer a suite of proactive, top-quality suppmatkages backed by industry-leading expertise.
We offer three support and subscription prograntegtifRim, Gold, and Silver) on an annual or multaysubscription basis, that
include VMware support along with access to pedagidates, bug fixes, and enhancements to our piddomplementing our
Platinum support and subscription program, we d¥fesiness Critical Support which provides custonpersonalized technical
support delivered by a designated team of expantdliir with a customer’s specific system configioa, past support experience,
and business needs. A majority of our server custemurchase Platinum support. In addition to prsugport, our customers have
access to an online product knowledge databadeefprwith troubleshooting and operational questi@s support teams, located
in California, Denver, Canada, Ireland, India, dagan, provide first response and manage the tesohf customer issues. In
addition, we have authorized certain systems vendod independent service providers to provide atipr our products on our
behalf.

We also offer a range of professional services undeVMware Professional Services offering, whilcbludes the following:

VMware Consulting ServicesVMware Certified Professional“VCP<") provide or-site assistance throughout the virtualiza:
adoption lifecycle to accelerate the implementatibour virtualization solutions. VCPs conductimitassessments and upgrade
workshops and prepare detailed implementation prgjans. Once customers are ready for standaializatross their enterprise,
VCPs help integrate virtual infrastructure intoegptise systems and processes. VCPs include VMerapoyees, partners, and
customers that have completed training and haveesstully passed our VCP exa

VMware Education ServiceOur courses provide extensive hands-on labs, ¢adg examples, and course materials. Customers
work in teams of two on servers located offsitangs variety of remote access technoloc

VMware Technical Account Manager‘ TAM”). TAM service provides our customers with a dedicatdtivare expert, which
enables customers to accelerate standardizatigMefare products by assessing their unique envirantpproactively
recommending solutions, and identifying unforeseiecumstances that may cause delays in deployr

Technology Alliances

Consistent with our partner-centric strategy, weeh@ngaged a broad group of hardware and softweareors to cooperatively advance
virtualization technology through joint marketirgpduct interoperability, collaboration, and co-elpment. We create opportunity for
partners by enabling them to build products théizatour virtualization technology and create difintiated value through joint solutions.

We have more than 900 technology partners with whentoring joint offerings to the marketplace. Wasdify our partners as follows:

Independent Hardware Vendor¢' IHVs ") . We have established strong relationships with layggem vendors, including De
Fujitsu, Fujitsu-Siemens, HP, IBM, Lenovo, NEC, &h, for joint certification and co-developmente\lso work closely with
AMD, Cisco, Intel, and other IHVs to provide inpart product development to enable them to delivedllsare advancements that
benefit virtualization users. We coordinate witk thading storage and networking vendors to erjsinkinteroperability, as well i
to enable our software to access their differeadidtinctionality.

Independent Software Vendor¢ ISVs"). We partner with leading systems management, imfretsire software, and applicati
software vendors to enable them to deliver v-addec
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products that integrate with our VMware Infrasturetsuite of products. The VMware Technology AlGarPartner Progra
facilitates joint solution creation and coordinatgsto-market activities with our partners. Our IBaftners have distributed more
than 900 software applications as virtual applian

In addition to developing open APIs, formats, anat@cols at multiple levels in our products, wepde source code access to select
partners in our “Community Source” program to fi@ie joint development and partner differentiatidfe provide access to our ESX source
code to more than 500 developers from more thapedihers for joint development projects. We alsokweith our industry partners to
promote and foster the adoption of industry stathslar

We invest significant capital in testing and céetifion infrastructure to rigorously ensure ourtsafe works well with major hardware
and software products. We have introduced VMwaradgean expanded and unified program for interdgerand optimized partner solutiol
We have more than 2,000 server, storage, I/O, l@nettient devices from more than 150 companies thedanware Ready Certified. We he
successfully tested more than 90 operating systemsse with our solutions. We believe that thdesead scope of this effort is a significant
competitive advantage.

Research and Development

We have made and intend to make significant investmin research and development (“R&D"). We hasgembled a strong group of
developers with system-level and system managesadivtare expertise. We also have strong ties wihgaacademic institutions around the
world and we support academic programs that rargge $hared source code for research to sabbatimgitgms for visiting professors.

We prioritize our product development efforts ttghua combination of engineering-driven innovatiod austomer and market-driven
feedback. Our R&D culture places high value on iratimn, quality, and open collaboration with ourtpars. We currently participate in
numerous standards groups and VMware employeesahdiety of standards organization leadershijitipos, including the Distributed
Management Task Force and the Standard Perforntaradaation Corporation. We believe the strengtbuwfR&D organization is a
competitive differentiator.

Our R&D expenses totaled $429.2 million, $285.9iomland $152.0 million in 2008, 2007 and 2006 pexgively.

Sales and Marketing

We sell and market our products largely througletavork of channel partners, which includes distidlos, resellers, x86 system vendors,
and systems integrators, with over 75% of our reedan 2008 derived from this indirect network.

We have established ongoing business relationsVithsour distributors. Our distributors purchaséware licenses and software support
from us for resale to end user customers via rsell

A substantial majority of our resellers obtain s@fte licenses and software support from our distoks and market and sell them to our
end user customers. The majority of these resalerpart of our VIP Partner Program, which oftbesse resellers sales and product training
and pricing incentives and rebates and acces&tadnldwide network of VMware distributors and ass¢o the VMware Partner Central Web
portal.

We offer several levels of membership in our VIBetker network depending on a reseller’s interast@pability of providing demand
generation, fulfillment, service delivery, and edtion to customers and prospects. We also havaicedsellers, as well as systems integra
who obtain software licenses and software suppoetdly from VMware. The VIP network agreementsrsid by the resellers carry no
obligation to purchase or sell VMware products aad be terminated at any time by either party.
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We have a direct sales force that complementslwamreel partners’ efforts. Our sales force work$witir channel partners to introduce
them to end user customer accounts and new sapestopities. Our channel partners also introduaesaies force to their end user customers.

In addition, our channel partner network includegain system integrators and resellers trainedcenified to deliver consulting servic
and solutions leveraging VMware products.

Our strategy is to position our products withinaaigty of organizations where end user customeghtgonsider buying virtualization
solutions. We provide product training and markgtssistance to our channel partner network.

We generally do not have long-term contracts orimmirm purchase commitments with our distributorsefiers, x86 system vendors,
systems integrators, and our contracts with theaarmel partners do not prohibit them from offenqimgducts or services that compete with
ours.

We primarily sell our software under perpetualises, and our sales contracts generally requireiserdcustomers to purchase
maintenance for the first year. Software mainterdacold both directly to end user customers aadur network of channel partners, and the
majority of professional services are sold direattith some professional services sold via our oleapartners. End users can obtain licens
our products through individual discrete purchaeeseet their immediate needs or through the adogf enterprise license agreements
(“ELAS"). ELAs are comprehensive volume licenseeoiffigs that provide for multi-year maintenance anpport at discounted prices. ELAs
enable us to build long-term relationships with oustomers as they commit to VMware’s virtual istracture solutions in their data centers.
Our sales cycle with end user customers ranges lgesithan 90 days to over a year depending onaeaetors, including the size and
complexity of the customer’s infrastructure.

The competitive landscape in which we operate ohefunot only other software virtualization venddmst, also traditional hardware
solutions. In establishing prices for our produets,take into account, among other factors, theevalir products and solutions deliver, and
cost of both alternative virtualization and hardevaolutions. We believe the significant numberwusgtomers who also purchase our software
services reflects a clear customer perception #¥etoalue of our software services.

Our marketing efforts focus on communicating thedfiés of our solutions and educating our custorrgisdributors, resellers, x86
system vendors, systems integrators, the mediaamalgsts about the advantages of our innovatistaalization technology.

We raise the awareness of our company, marketrodupts, and generate sales leads through indergémts, public relations efforts,
marketing materials, free downloads, and our web&ih average, our website receives approxima#&y080 unique visits to
www.vmware.com each week, as measured by a thitg-pracking system. We also have created an oclimemunity called VMware
Technology Network (“WVMTN”) that enables customarsd partners to share and discuss sales and demenbpesources, implementation best
practices, and industry trends among other topittendance at VMworld in the U.S., the largestuatization conference hosted by VMware,
has grown from approximately 1,400 attendees iM26early 14,000 attendees in 2008. In 2008, lae lzad our first VMworld conference
in Europe with approximately 4,500 attendees. Vge affer management presentations, seminars, abihare on our products and topics of
virtualization. We believe a combination of thefferts strengthens our brand and enhances oumgadarket position in our industry.

Customers

Our customers include 100% of the Fortune 100 apdeximately 95% of the Fortune 1000. Our custodegioyments range in size
from a single virtualized server for small busiress® up to thousands of virtual machines for atgdst enterprise customers. In periodic third-
party surveys commissioned by us, our custometisatel very high satisfaction rates with our produartd many have indicated a strong
preference for repeat purchases.
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One of our distribution relationships is with IngrMicro, which accounted for 18% of our worldwiderenues in 2008. The agreement
under which we receive the substantial majoritpf Ingram Micro revenues is terminable by eithentypupon 90 days’ prior written notice to
the other party, and neither party has any oblgettd purchase or sell any products under the aggat Additionally, Arrow Electronics, Inc
and Hewlett Packard Company accounted for 16% af6 df revenues in 2008, respectively. No other nkapartner accounted for more tt
10% of our revenues in 2008.

Competition

The virtualization market is evolving, and durin@08 we experienced increased competition and exjpeapetition to significantly
intensify in the future. We compete with large anghll companies in different segments of the viization market, and expect that new
entrants will continue to enter the market and tgvéechnologies that, if commercialized, may cotepeith our products.

We believe that the key competitive factors inhualization market include:
» the level of reliability and new functionality ofgduct offerings
» the ability to provide full virtual infrastructuslutions;
» the ability to offer products that support multiplardware platforms and operating syste
» the proven track record of formulating and delimgra roadmap of virtualization capabiliti¢
» pricing of products, individually and in bundle
» the ability to attract and preserve a large insthbhase of customel

» the ability to create and maintain partnering opyaties with hardware and infrastructure softweeadors and development of
robust indirect sales channels; ¢

» the ability to attract and retain virtualizationdasystems experts as key employ:t

Microsoft is our primary competitor for data centatualization solutions. In 2008, Microsoft retesl virtual infrastructure and virtual
management products and recently announced a baseld computing initiative. Microsoft's offeringsegositioned to compete with our
virtual infrastructure, virtualization managemeantd some of our free data center product offerifidgs believe our server virtualization
approach and roadmap is differentiated from Micfisand delivers significant flexibility, functiality, reliability, and superior economic
value to customers. Unlike Microsoft, we have depel our virtualization solutions as a softwarestdyetween the hardware and the oper:
system that is not tied to a specific operatingesys

We also compete with Citrix for desktop virtualipat solutions and with companies whose virtualaatproducts are based on emerging
open-source technologies. In addition, we compéte @@mpanies that take different approaches tmiaiization. However, we believe these
solutions offer limited support for heterogeneopsrating system deployments. Furthermore, our VMwafrastructure suite competes with
products that provide high availability clusterimggrkload management, and resource management.

We also expect to compete with new entrants twitthgalization market, which may include partiesremtly selling our products or our
current technology partners. Existing and futummpetitors may introduce products in the same manketserve or intend to serve, and
competing products may have better performancegi@sices, better functionality, and broader acaeqd than our products. Our competitors
may also add features to their virtualization prddwsimilar to features that presently differemtiatr product offerings from theirs.
Additionally, some of our competitors may make asitions or enter into partnerships or other sgateelationships with one another to offer
a more comprehensive virtualization solution tHaytindividually had offered. Some competitors hewthe past and may in the future take
advantage of their existing relationships with business partners to engage in business practichsas distribution and license restrictions
that make
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our products less attractive to our channel pastaad end users. A number of companies have rgaamntbunced initiatives in these areas. In
addition, competitors with existing relationshipghaour current or prospective end users couldéftiture integrate competitive capabilities
into their existing products and make them avadlabithout additional charge. Many of our currend &mture competitors have longer
operating histories, greater name recognitionrgelacustomer base, and significantly greater fireintechnical, sales and marketing, and ¢
resources than we do.

We believe our market leadership, large customse bstrong partner network, broad and innovativetisms suite, and platforragnostic
approach position us favorably to compete effefitif@r the foreseeable future.

Intellectual Property

To date, the United States Patent and Trademaikedfhis issued us 48 patents covering various &speour server virtualization and
other technologies. The granted United States tsveili expire beginning in 2018, with the latesagted patent expiring in 2027. We also
have numerous United States provisional and nowigiomal patent applications pending that coveeptispects of our virtualization and other
technologies.

We have been issued trademark registrations ibJttied States, the European Community, and Japeeriog the trademarks
VMWARE for use in connection with computer softwackthing, and reference materials, and VMWORLDUse in connection with
educational seminars. VMWARE also is our registerademark in Australia, Canada, India, Israel,Riepublic of Korea, Mexico, Singapore,
and Taiwan. We also have a trademark applicatiowipg to register the VMWARE trademark in China. Wave trademark applications
pending to register the VMWARE FUSION trademarl@umstralia, Canada, China, the European CommunityngKong, Japan, New Zeala
the Russian Federation, the Republic of Korea,thadJnited States. We also have trademark appitaipending to register the VMMARK
trademark in the United States, China, Europeanr@anmity, India, Israel, Japan, and the Russian Feiger. In addition, we have registered
trademarks for GSX SERVER and P2V in the UnitedeStand for MULTIPLEWORLDS in Japan.

We also rely on intellectual property protectionstsas copyrights and trade secrets.

Despite our efforts, the steps we have taken ttept@ur proprietary rights may not be adequataréalude misappropriation of our
proprietary information or infringement of our itieetual property rights, and our ability to polisech misappropriation or infringement is
uncertain, particularly in countries outside of theited States. United States patent filings arenided to provide the holder with a right to
exclude others from making, using, selling, or imimg in the United States the inventions covergdhte claims of granted patents. Our
granted United States patents, and any future {safemthe extent they are issued), may be comtesteeumvented, or invalidated in the future.
Moreover, the rights granted under any issued p&taay not provide us with proprietary protectisrcompetitive advantages, and we may
be able to prevent third parties from infringingdle patents. Therefore, the exact effect of ownpstand the other steps we have taken to
protect our intellectual property cannot be prestiovith certainty.

Employees

As of December 31, 2008, we had approximately 6et@ployees in offices worldwide, including emploge®ntracted through EMC as
discussed below. None of our employees are repiexséy labor unions, and we consider current eng@oylations to be good.

We contract with EMC to utilize personnel who aeglidated to work for VMware on a full-time basifiebe individuals are located in
countries in which we do not currently have an afieg subsidiary and are predominantly dedicateslitomarketing efforts. We use
contractors from time to time for temporary assignis and in locations in which we do not currehtlye operating subsidiaries. In the event
that these contractor resources were not availal@elo not believe that this would have a matexitderse effect on our operations.
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Available Information

Annual Report on Form 10-K, Quarterly Reports omfra0-Q, Current Reports on Form 8-K, and amendsienteports filed pursuant
to Sections 13(a) and 15(d) of the Securities EmghaAct of 1934, as amended (the “Exchange Act® nade available free of charge on or
through our website at www.vmware.com as soon @sorgably practicable after such reports are filgd,wr furnished to, the Securities and
Exchange Commission (the “SEC”). Copies of thelf@rters for our Audit Committee, Compensation @odporate Governance Committee,
and Mergers and Acquisitions Committee, (ii) ousBiess Conduct Guidelines (code of business corautethics), and (iii) our Corporate
Governance Guidelines, are available on the Invédttations page of our website at www.vmware.cGuopies will be provided to any
shareholder upon request. Please send a writtelesetp VMware Investor Relations, 3401 Hillviewexwe, Palo Alto, California 94304.
None of the information posted on or accessibleubh our website is incorporated by reference tini® Annual Repori

ITEM 1A. RISK FACTORS

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

Risks Related to Our Business

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

The virtualization products and services we develog sell are based on an emerging technologyophatind our success depends on
organizations and customers perceiving technolbgita operational benefits and cost savings assabtisith adopting virtual infrastructure
solutions. Our relatively limited operating histagd the relatively limited extent to which virtuafrastructure solutions have been currently
adopted may make it difficult to evaluate our besmbecause the potential market for our prodeatsiins uncertain. The markets for our
virtualization products are new and have growndigfrom a small base. This has resulted in sigaiit percentage increases in our product
sales in recent periods. As the markets for oudyets mature and the scale of our business ingetigerate of growth in our product sales
may be lower than those we have experienced imtgeziods. In addition, to the extent that rateadoption of virtualization infrastructure
solutions occur more slowly or less comprehensitiedyn we expect, our revenue growth rates may siaverially or our revenue may decline
substantially.

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

The market for our products is competitive and wgeet competition to significantly intensify in tifigture. For example, Microsoft
currently provides products that compete with safmeur free offerings, and has released virtuakistructure and virtual management
products during 2008, announced plans to add highdifeatures to those products and recently arosolia cloud-based computing initiative.
Microsoft’s offerings are positioned to competehnatur virtual infrastructure and other virtualizatiproduct offerings. We also face
competition from other companies and there have besumber of announcements of new product inigatialliances and consolidation
efforts by our competitors. For example, Citrix ®yss recently released new versions of the selfiuteialization product acquired in
conjunction with its 2007 XenSource acquisition @&sdvirtual desktop offering, RedHat recently aicgd Qumranet, a developer of virtual
infrastructure solutions software, Sun Microsystemd IBM announced new cloud computing initiatiaesl Oracle announced enhancements
to their Xen-based products. Symantec Corporatigmannounced a competitive Xen-based producttiBgisnd future competitors may
introduce products in the same markets we serugt@md to serve, and competing products may hatterggerformance, lower prices, better
functionality and broader acceptance
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than our products. Our competitors may also adulifes to their virtualization products similar tafures that presently differentiate our
product offerings from theirs. Many of our curr@ntpotential competitors also have longer operdiiistpries, greater name recognition, larger
customer bases and significantly greater finantéghnical, sales, marketing and other resour@@s\e do. This competition could result in
increased pricing pressure and sales and marketipgnses, thereby materially reducing our operatiagyins, and could harm our ability to
increase, or cause us to lose, market share. besteampetition also may prevent us from entenibg or renewing service contracts on terms
similar to those that we currently offer and maysmthe length of our sales cycle to increase.

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 thespetiiors 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 exanilrpsoft has implemented distribution
arrangements with x86 system vendors and indepésdéware vendors, or ISVs, related to certaitheir operating systems that only permit
the use of Microsoft’s virtualization format and dot allow the use of our corresponding format. fdgoft has also implemented pricing
policies that require customers to pay additioitainse fees based on certain uses of virtualizé¢ioimology. These distribution and licensing
restrictions, as well as other business practitasray be adopted in the future by our competityald materially impact our prospects
regardless of the merits of our products. In addjtcompetitors with existing relationships withr @aurrent or prospective end users could in
the future integrate competitive capabilities ititeir existing products and make them availabléeuit additional charge. For example, Oracle
provides free server virtualization software inteddo support Oracle and non-Oracle applicatiomsMicrosoft offers its own server
virtualization software packaged with the 2008 aske of its Windows server product. By engaginguchsbusiness practices, our competitors
can diminish competitive advantages we may podsegsentivizing end users to choose productsltei some of the technical advantage
our own offerings.

We also face potential competition from our partn&or example, third parties currently selling products could build and market th
own competing products and services or market ctingpproducts and services of third parties. Ifave unable to compete effectively, our
growth and our ability to sell products at profi@imargins could be materially and adversely aéféct

The current economic downturn and ongoing uncertaynin global economic conditions could result indaced information technology
spending and may adversely impact our revenues, esel adoption of new products and product upgradesl adversely impact ot
competitive position.

Our business depends on the overall demand fomirEtion technology and on the economic health ofcowrent and prospective
customers. The purchase of our products is ofteerefionary and may involve a significant commitingfircapital and other resources. Weak
economic conditions, or a reduction in informatieohnology spending even if economic conditionsrowp, would likely adversely impact
our business, financial condition and results adragions in a number of ways, including by lengthgrsales cycles (for example, for enterf.
license agreements (“ELASs")pwering prices for our products and services, cattyunit sales, decreasing or reversing quartgdwth in out
revenues, reducing the rate of adoption of our petalby new customers and the willingness of cticastomers to purchase upgrades to our
existing products.

The current global economic crisis has also caasgeheral tightening in the credit markets, loveeels of liquidity, increases in the ra
of default and bankruptcy, and extreme volatilitycredit, equity and fixed income markets. For eplncurrent or potential customers may be
unable to fund software purchases, which coulde#usm to delay, decrease or cancel purchases gioducts and services. Even if
customers are willing to purchase our productssamdices, if they do not meet our credit requiretseame may not be able to record accounts
receivable or deferred revenue or recognize revefroen these customers until we receive paymenigiwtould adversely affect the amoun
revenues we are able recognize in a particulangeri
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Additionally, while we plan to continue making d&gic investments in our business during the ecandmwnturn, many of our
competitors have significantly greater financiathnical and other resources than us and if ecanoamiditions continue to worsen, they may
be better positioned to sustain investment in cditipetechnologies.

Industry alliances or consolidation may result iméreased competitior

Some of our competitors have made acquisitionsitared into partnerships or other strategic retetiips with one another to offer a
more comprehensive virtualization solution tharytimelividually had offered. For example, Red Hatewrtly acquired Qumranet, a developer
of virtual infrastructure solutions, Citrix and #éhtrecently announced a desktop virtualizationatmation and during 2008, Microsoft
announced an expansion of its alliance with CiMife expect these trends to continue as compan@s@ttto strengthen or maintain their
market positions in the evolving virtualizationrastructure industry. Many of the companies drivinig trend have significantly greater
financial, technical and other resources than wardbmay be better positioned to acquire and efferplementary products and technologies.
The companies resulting from these possible conibimamay create more compelling product offeriagd be able to offer greater pricing
flexibility than we can or may engage in businesgfices that make it more difficult for us to cazp effectively, including on the basis of
price, sales and marketing programs, technologyaduct functionality. These pressures could raaudt 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 guidance, whiclowald cause the price of our Class A common stocki&zline.

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. Our past results should not bedepon as an indication of our future
performance. In addition, a significant portionoofr quarterly sales typically occurs during the lasnth of the quarter, which we believe
generally reflects customer buying patterns foegrise technology. As a result, our quarterly apirg results are difficult to predict even in
the near term. If our revenues or operating resaltdelow the expectations of investors or sdmsianalysts or below any guidance we may
provide to the market, the price of our Class A own stock would likely decline substantially.

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

» fluctuations in demand, adoption rates, sales eyafa pricing levels for our products and servi
» fluctuations in foreign currency exchange ra
« changes in custom¢ budgets for information technology purchases arttiértiming of their purchasing decisiol

» the timing of recognizing revenues in any givenrtgrawhich, as a result of software revenue rettmgnpolicies, can be affecte
by a number of factors, including product announeets and beta progran

» 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 enhancemegitsniet customer dematr
certification requirements and technical requiretsg

» the timing of the announcement or release of upggad new products by us or by our competit

» our ability to implement and maintain scalable int¢ systems for reporting, order processing, beefulfillment, product delivery
purchasing, billing and general accounting, amathgrofunctions
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» our ability to control costs, including our opergtiexpenses
» changes to our effective tax ra
» the increasing scale of our business and its effiectur ability to maintain historical rates of gttb;

» our ability to attract and retain highly skilled ployees, particularly those with relevant expereemcsoftware development and
sales;

» general economic conditions in our domestic anerirgtional market:
» the timing and amount of capitalized software depeient costs as a result of establishing techncdbfgasibility; anc
» the recoverability of benefits from goodwill andangible assets and the potential impairment cfelasset:

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

Our products interoperate with Windows, Linux artiden operating systems and the hardware devicegroérous manufacturers.
Developing products that interoperate properly negusubstantial partnering, capital investmentemgloyee resources, as well as the
cooperation of the vendors or developers of theaijpg systems and hardware. Operating system arbiiare vendors may not provide us
with early access to their technology and prodwdsist us in these development efforts or shateavisell to us any application protocol
interfaces (“APIs”), formats, or protocols we magen. If they do not provide us with the necessarlyeccess, assistance or proprietary
technology on a timely basis, we may experienceyrbdevelopment delays or be unable to expangmgucts into other areas. To the ex
that software or hardware vendors develop prodhetiscompete with ours or those of our controlltackholder, EMC, they may have an
incentive to withhold their cooperation, declinestare access or sell to us their proprietary ARtlstocols or formats or engage in practices to
actively limit the functionality, or compatibilitygnd certification of our products. In additionrdhaare or operating system vendors may fail to
certify or support or continue to certify or supp@ur products for their systems. If any of theefyping occurs, our product development
efforts may be delayed or foreclosed and our basiaad results of operations may be adverselytatfec

Our product and technology initiatives subject us additional business, legal and competitive risks.

We recently announced new product and technolaigigtimes which aim to leverage our virtual infrastture products into the emerging
areas of cloud and virtual desktop computing aséitives to the provisioning of physical computiegources. These initiatives may present
new and difficult technology challenges, end useay choose not to adopt our new product or senfiggings, and we may be subject to
claims if customers of these offerings experieraeise disruptions or failures, security breachestber quality issues. Further, the success of
these new offerings depends upon the cooperatibarfivare, software and cloud hosting vendors soieninteroperability with our products
and offer compatible products and services to esgasu

Both the cloud computing and virtual desktop maslket in early stages of development. Other conegasgeking to enter and develop
competing standards for the cloud computing maskeh as Microsoft, IBM, Oracle and Amazon and tinei& desktop market such as
Microsoft and Citrix have introduced or are likédyintroduce their own initiatives that may compeith or not be compatible with our cloud
and virtual desktop computing initiatives which tmblimit the degree to which other vendors devglopducts and services around our
offerings and end users adopt our platforms. Adddlly, our operating margins in our newer initiag may be lower than those we have
achieved in the markets we currently serve, andnag not be successful enough in these newer aesiib recoup our investments in them. If
any of this were to occur, it could damage our tafien, limit our growth and negatively affect aperating results.
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We rely on distributors, resellers, x86 system varsdand systems integrators to sell our productsgdaur failure to effectively develop,
manage or prevent disruptions to our distributioma&nnels and the processes and procedures that suppem 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 relgindistributors, resellers, x86 system vendorssystems integrators, we may have little or
no contact with the ultimate users of our produttsfeby making it more difficult for us to estalibrand awareness, ensure proper delivery
and installation of our products, service ongoingtomer requirements, estimate end user demanceapdnd 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 ocomtito 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. Timet and expense required for sales and marketiganizations of our channel partners to
become familiar with our product offerings, inclndiour new product developments, may make it miffiewt to introduce those products to
end users and delay end user adoption of our ptadigrings. We generally do not have long-termtcacts or minimum purchase
commitments with our distributors, resellers, x§6tem vendors and systems integrators, and ourasdstwith these channel partners do not
prohibit them from offering products or serviceatthompete with ours. Our competitors may be dffedh providing incentives to existing
and potential channel partners to favor productsunfcompetitors or to prevent or reduce salesuofpooducts. Certain x86 system vendors
now offer competing virtualization products preaikd on their server products. Additionally, oompetitors could attempt to require key
distributors to enter into exclusivity arrangemenith them or otherwise apply their pricing or matikg leverage to discourage distributors
from offering our products. Accordingly, our chahpartners and x86 system vendors may choose raffdoour products exclusively or at
Our failure to maintain and increase the numbeelzttionships with channel partners would likelgdeto a loss of end users of our products
which would result in us receiving lower revenuesti our channel partners. One of the Company’sidigton agreements is with Ingram
Micro, which accounted for 18% and 23% of our rexenin fiscal year 2008 and 2007. The agreemehtiwiiram Micro under which the
Company receives the substantial majority of itgdém Micro revenues is terminable by either papgru90 days’ prior written notice to the
other party, and neither party has any obligatmpurchase or sell any products under the agreembatterms of this agreement between
Ingram Micro and us are substantially similar te tarms of the agreements we have with other digtiis, except for certain differences in
shipment and payment terms, indemnification obiayet and product return rights. While we believat tve have in place, or would have in
place by the date of any such termination, agre¢smeith other distributors sufficient to maintainraevenues from distribution, if we were to
lose Ingram Micro’s distribution services, suchslapuld have a negative impact on our results efatpns until such time as we arrange to
replace these distribution services with the sesviaf existing or new distributors.

The concentration of our product sales among a lted number of distributors and the weakness in dtadarkets increases our potential
credit risk and could cause significant fluctuati@nor declines in our product revenues.

One distributor accounted for 18% and 23% of reesrin fiscal year 2008 and 2007. Additionally, dmotdistributor accounted for 16%
and 12% of revenues in fiscal year 2008 and 200% awWicipate that sales of our products to a lichitember 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 risks: example, approximately 42% of our total acceunteivable as of December 31, 2008 was
from two distributors. Some of our distributors megperience financial difficulties, which could aatsely impact our collection of accounts
receivable. One or more of these distributors colalidy payments or default on credit extendedémthOur exposure to credit risks of our
distributors may increase if our distributors and
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their customers are adversely affected by the ntigbal economic downturn, or if there is a coaétion or worsening of the downturn. Any
significant delay or default in the collection édificant accounts receivable could result in meréased need for us to obtain working capital
from other sources, possibly on worse terms thanaudd have negotiated if we had established sumiking capital resources prior to such
delays or defaults. Any significant default couddult in a negative impact on our results of openat

The large majority of our revenues have come fromr @ata center virtualization products including audlagship VDC-OS, Virtual
Infrastructure product line. Decreases in demand fdirtual Infrastructure products could adverselyfect our results of operations an
financial condition.

Revenues from our data center virtualization préslhave consistently constituted over 90% of azerise revenues. Although we are
continuing to develop applications for our virtzaliion technology such as our desktop virtualizagimoducts, we expect our Virtual
Infrastructure product line and related enhancemantl upgrades will constitute a majority of owergue for the foreseeable future. Declines
and variability in demand for our Virtual Infrastture products could occur as a result of:

» animproved version of products being offered bypstitors in the market in which we participe
e competitive pressures on our pricing mod

» afailure to release new or enhanced versions o¥otual Infrastructure products on a timely ba:
» technological change that we are unable to addvigssour Virtual Infrastructure product

» general economic conditions;

» increased pressure from competitors that offerdeoaroduct lines

Due to our product concentration, our businessiltesf operations, financial condition, and cashwvE would therefore be adversely
affected by a decline in demand for our Virtuak#structure product line.

Our revenues and our collection of accounts recdil@may be adversely impacted by fluctuation ofdigm currency exchange rates.

Our revenues and our collection of accounts rebédviamay be adversely impacted as a result of fatatns in the exchange rates betw
the U.S. Dollar and foreign currencies. For exampwke have distributors in foreign countries thayrirecur higher costs due to the recent
strengthening of the U.S. Dollar. One or more efthdistributors could delay payments or defauttredit extended to them. Any significant
delay or default in the collection of significarticaunts receivable could result in an increased faeus to obtain working capital from other
sources. If we determine that the amount of acaoreteivable to be uncollectible is greater thanestimates, we would recognize an increase
in bad debt expense, which would have a negatipaainon our results of operations. In additiorpéniods when the value of the Dollar
strengthens, we may need to offer additional distsgueduce prices or offer other incentives tdgate the negative effect on demand.

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

Our success depends largely upon the continueétesrof our existing management. We are also sotistig dependent on the
continued service of our key development persoforgbroduct innovation. We generally do not havepapment 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. Changes to managenhkay employees can also lead to
additional unplanned losses of key employees. g df key employees could seriously harm ourtgioi release new products on a timely
basis and could significantly help our competitors.
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Because competition for our target employees i®imge, we may not be able to attract and retain lirgthly skilled employees we need
support our planned growth and our compensation exyges may increas

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 qualificationsaf of the companies with which we
compete for experienced personnel have greatenmasothan we have. In addition, in making emplayhakecisions, particularly in the high-
technology industry, job candidates often consitlervalue of the stock options, restricted sto@ants or other stock-based compensation they
are to receive in connection with their employm@iite declines in the value of our stock during 2608ld adversely affect our ability to
attract or retain key employees and result in iaseel employee compensation expenses. If we fattriact new personnel or fail to retain and
motivate our current personnel, our business anadgrowth prospects could be severely harmed.

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

We depend on our ability to protect our propriet@ghnology. We rely on trade secret, patent, dghyand trademark laws and
confidentiality agreements with employees and tpadies, all of which offer only limited protectioAs such, despite our efforts, the steps we
have taken to protect our proprietary rights matyb®adequate to preclude misappropriation of ooprietary information or infringement of
our intellectual property rights, and our abilibygolice such misappropriation or infringementngertain, particularly in countries outside of
the United States. Further, with respect to paights, we do not know whether any of our 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 futdlereover, 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 antractual agreements and ELAs with third
parties in connection with their use of our proguentd technology. There is no guarantee that satlep will abide by the terms of such
agreements or that we will be able to adequatdigree our rights, in part because we rely on “chelap” 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 necessahe future to enforce or defend our intelletr@perty rights, to protect our trade sec
or to determine the validity and scope of the pietpry rights of others. Such litigation could rits$m substantial costs and diversion of
management resources, either of which could hambasiness, financial condition and results of aiens, and there is no guarantee that we
would be successful. Furthermore, many of our ciraad potential competitors have the ability tdidate substantially greater resources to
protecting their technology or intellectual progeights than we do. Accordingly, despite our e§pwe may not be able to prevent third
parties from infringing upon or misappropriating antellectual property, which could result in dstantial loss of 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 50 of our
partners for
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co-development, as well as for open APIs, formats@rotocols. Though we generally control accesmutosource code and other intellectual
property, and enter into confidentiality or ELAstwsuch partners, as well as with our employeescandultants, our safeguards may be
insufficient to protect our trade secrets and othgdts to our technology. Our protective measunay be inadequate, especially because we
may not be able to prevent our partners, emplogeesnsultants from violating any agreements @riges we may have in place or abusing
their access granted to our source code. Imprdpelodure or use of our source code could help etitgps develop products similar to or
better than ours.

Claims by others that we infringe their proprietatgchnology could force us to pay damages or préwenfrom 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 gamager visibility and market exposure as a
public company, we face a higher risk of beinggbbject of intellectual property infringement clainAny 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 ciégngccessful, could secure a judgment that reguiss 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 suciésteal property, which may not be available omaoeercially reasonable terms or at all.
Alternatively, we may be required to develop nofminging technology, which could require signifi¢affort and expense and may ultimately
not be successful. Any of these events could sglsidiarm our business, operating results and fiaoondition. Third parties may also assert
infringement claims against our customers and chlgpertners. Any of these claims could requireausitiate or defend potentially protracted
and costly litigation on their behalf, regardle$she merits of these claims, because we generalgmnify our customers and channel parti
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 ouet® or channel partners, which could materialuoe 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 technolegjiacquired, licensed or developed by us may imcate so-called “open source”
software, and we may incorporate open source stétimdo other products in the future. Such operramsoftware is generally licensed by its
authors or other third parties under open souoem$ies, including, for example, the GNU GeneraliPllicense, the GNU Lesser General
Public License, “Apache-style” licenses, “Berketggftware Distribution,” “BSD-style” licenses andhet open source licenses. We monitor
our use of open source software in an effort tadisabjecting our products to conditions we dointgnd. Although we believe that we have
complied with our obligations under the variouslaggble licenses for open source software that seeauch that we have not triggered any
such conditions, there is little or no legal prezr@dgoverning the interpretation of many of thengiof certain of these licenses, and therefore
the potential impact of these terms on our busifeessmewhat unknown and may result in unanticigpataigations regarding our products :
technologies. For example, we may be subjecteértaio conditions, including requirements that feroour products that use the open so
software for no cost, that we make available souooke for modifications or derivative works we desbhased upon, incorporating or using the
open source software and/or that we license sudifivations or derivative works under the termghaf particular open source license.

If an author or other third party that distribugesch 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 magfasuch 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
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required to comply with the foregoing conditiongjieh could disrupt the distribution and sale of samfi our products. In addition, if we
combine our proprietary software with open sounférgare in a certain manner, under some open sdigareses we could be required to
release the source code of our proprietary softwelnéch could substantially help our competitorselep products that are similar to or better
than ours.

In addition to risks related to license requirersgnsage of open source software can lead to grésite than use of third party
commercial software, as open source licensors géyelo not provide warranties or assurance df titl controls on origin of the software. We
have established processes to help alleviate tigse including a review process for screeningiesis from our development organizations
for the use of open source, but we cannot be bateatl open source software is submitted for aygirprior to use in our products. In addition,
many of the risks associated with usage of operceauch as the lack of warranties or assuranctiegfcannot be eliminated, and could, if
not properly addressed, negatively affect our legsn

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

The timing of our revenues is difficult to predi€tur sales efforts involve educating our custonadcut the use and benefit of our
products, including their technical capabilitiestgntial cost savings to an organization and adged compared to lowepst products offere
by our competitors. Customers typically undertalsggaificant evaluation process that has in the pesulted in a lengthy sales cycle, which
typically lasts several months, and may last a pedonger. We spend substantial time, effort armhey on our sales efforts without any
assurance that our efforts will produce any sdteaddition, product purchases are frequently sttligebudget constraints, multiple approvals,
and unplanned administrative, processing and atélays. Additionally, the greater number of compedialternatives, as well as
announcements by our competitors that they intenidttoduce competitive alternatives at some piirthe future, can lengthen customer
procurement cycles, cause us to spend additianal @ind resources to educate end users on the ageartdf our product offerings and delay
product sales. These factors can have a particofzct on the timing and length of our ELA salesley.

Additionally, our quarterly sales have historicalgflected an uneven pattern in which a dispropogtte percentage of a quarter’s total
sales occur in the last month, weeks and daysaif @aarter. This pattern makes prediction of reeshearnings and working capital for each
financial period especially difficult and uncertand increases the risk of unanticipated variatiorismancial condition and results of
operations. We believe this uneven sales pattearrésult of many factors including the following:

» the tendency of customers to wait until late iruarter to commit to a purchase in the hope of abitgimore favorable pricing

» the fourth quarter influence of customers spenthegr remaining capital budget authorization ptmnew budget constraints in t
first nine months of the following year; a

» seasonal influence

If sales expected from a specific customer forri@dar quarter are not realized in that quarteatoall, our results could fall short of
public expectations and our business, financiatitam and results of operations could be matsriativersely affected.

Our current research and development efforts mayt pooduce significant revenues for several yearfsat 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 revenueaggmerate less revenues, than we anticipate. Oeanesand development expenses were
$429.2 million, or 23% of our total revenues, in
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2008, and $285.9 million, or 22% of our total rewes, in 2007. Our future plans include significanestments in software research and
development and related product opportunities. lebe that we must continue to dedicate a sigaifi@mount of resources to our research
and development efforts to maintain our competifiesition. However, we may not receive significemtenues from these investments for
several years, if at all.

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

The markets for our software solutions are chariete by rapid technological changes, changingornst needs, frequent new software
product introductions and evolving industry stamidai he introduction of thirgarty solutions embodying new technologies ancethergenci
of new industry standards could make our existimg) faiture software solutions obsolete and unmabiet&Ve may not be able to develop
updated products that keep pace with technologieatlopments and emerging industry standards acturess the increasingly
sophisticated needs of our customers or that ipegede with new or updated operating systems ardaae devices or certify our products to
work with these systems and devices. There is srasce that any of our new offerings would be piszkin the marketplace. Significant
reductions in server-related costs or the rise afenefficient infrastructure management softwangld@lso affect demand for our software
solutions. As hardware and processors become nooverful, we will have to adapt our product and sanofferings to take advantage of the
increased capabilities. For example, while theoitiction of more powerful servers presents an dppdy for us to provide better products for
our customers, the migration of servers from dwaeto quad-core and greater multi-core micropremetechnology will also allow an end
user with a given number of licensed copies ofsmftware to more than double the number of virazion machines run per server socket
without having to purchase additional licenses finAs a result, we may not be able to accurgtedglict the lifecycle of our software
solutions, and they may become obsolete beforeeneive the amount of revenues that we anticipate them. If any of the foregoing events
were to occur, our ability to retain or increasekatishare and revenues in the virtualization saféamarket could be materially adversely
affected.

Our success depends upon our ability to develop peeducts and services, integrate acquired produatsl services and enhance our
existing products and services.

If we are unable to develop new products and sesyior to enhance and improve our products andosupgrvices in a timely manner or
to position and/or price our products and servioeseet market demand, customers may not buy néwase licenses or renew software
license updates and product support. In addititfeyimation technology standards from both consamid formal standards-setting forums as
well as de facto marketplace standards are rapighving. We cannot provide any assurance thastdwedards on which we choose to develop
new products will allow us to compete effectivedy business opportunities in emerging areas sucloas computing.

New product development and introduction involvessgaificant commitment of time and resources anslibject to a number of risks
and challenges including:

» managing the length of the development cycle fov ppoducts and product enhancements, which haadrety been longer than
we originally expectec

e managing custome’ transitions to new products, which can result ilagein their purchasing decisior

» adapting to emerging and evolving industry stanslart to technological developments by our congrstiind customer
* entering into new or unproven markets with whichhage limited experienc

» incorporating and integrating acquired products taetinologies; an

» developing or expanding efficient sales chanr
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In addition, if we cannot adapt our business mottelkeep pace with industry trends, our revenueddcoe negatively impacted.

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

Once our products are integrated within our custshierdware and software systems, our customeysd®gend on our support
organization to resolve any issues relating topsaducts. 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 quroducts to existing customers would be
adversely affected, and our reputation with po&miistomers could be harmed. In addition, as vpamct our operations internationally, our
support organization will face additional challesgiecluding those associated with delivering suppmaining and documentation in langua
other than English. As a result, our failure to mtain highguality support and services, or to adequatelystissir channel partners in providi
high-quality support and services, could resuttustomers choosing to use our competitors’ produastead of ours in the future.

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

In the future we may seek to acquire other buseggzoducts or technologies. However, we may aatie 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 they may be viewed negatively by custenferancial markets or investors.
Acquisitions may disrupt our ongoing operationsedi management from day-to-day responsibilitiestéase our expenses and adversely
impact our business, financial condition and ressoftoperations. Future acquisitions may reducecash available for operations and other
uses and could result in an increase in amortizaigpense related to identifiable intangible assetgiired, potentially dilutive issuances of
equity securities or the incurrence of debt. Weehlamited historical experience with the integratiaf acquired companies. There can be no
assurance that we will be able to manage the iatiegr of acquired businesses effectively or be &bletain and motivate key personnel from
these businesses. Any difficulties we encountdénintegration process could divert managememnt filay-today responsibilities, increase
expenses and have a material adverse effect dousinmess, financial condition and results of openat In addition, we review our amortiza
intangible assets annually for impairment, or nfoequently, when events or changes in circumstamzisate the carrying value may not be
recoverable, and we are required to test gooduwilihpairment at least annually. We may be requioeccord a significant charge to earnings
in our financial statements during the period iricktany impairment of our goodwill or amortizabteangible assets resulting from an
acquisition or otherwise is determined, resultimgin adverse impact on our results of operations.

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

In 2007, we derived approximately 46%, and in 20@8 derived approximately 48%, of our revenues foustomers outside the United
States. We have sales and technical support pegsisnnumerous countries worldwide. We expect toticme to add personnel in additional
countries. Our international operations subjedbus variety of risks, including:

» the difficulty of managing and staffing internatadroffices and the increased travel, infrastrucaurd legal compliance costs
associated with multiple international locatio

» increased exposure to foreign currency exchangerisk;
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« 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 regulatorgantractual limitations on our ability to sell agvelop our products in certain fore
markets;

« economic or political instability and security cenags in countries that are important to our intéomel sales and operatior
» the overlap of different tax structures or changeaternational tax laws

» reduced protection for intellectual property righteluding reduced protection from software pir&tygome countries

» difficulties in transferring funds from certain agues; anc

« 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. We expect a significant portioowf growth to occur in foreign countries
which can add to the difficulties in establishinglanaintaining adequate management systems amdahtmntrols over financial reporting a
increase challenges in managing an organizatioratipg in various countries.

Our failure to manage any of these risks succdgsfalld harm our international operations and medour international sales.

Our products are highly technical and may containrers, which could cause harm to our reputation aradlversely 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 tre discovered after a product has been installetlused by customers. Any errors, del
or security vulnerabilities discovered in our prottuafter commercial release could result in Idsgwenues or delay in revenue recognition,
loss of customers and increased service and wsreast, any of which could adversely affect ouribess, financial condition and results of
operations. Undiscovered vulnerabilities in ourduats could expose them to hackers or other unatoug third parties who develop and
deploy viruses, worms, and other malicious softwaograms that could attack our products. Actuglenceived security vulnerabilities in our
products could harm our reputation and lead sorstomers to return products, to reduce or delayéupurchases or use competitive products.
End users, who rely on our products and servicethiointeroperability of enterprise servers anpligptions that are critical to their
information systems, may have a greater sensitivityroduct errors and security vulnerabilitiesticastomers for software products generally.
Any security breaches could lead to interruptiatedays and data loss and protection concerns.ditiail, we could face claims for product
liability, tort or breach of warranty, includingaéins relating to changes to our products made bglwannel partners. Our contracts with
customers contain provisions relating to warrargldimers and liability limitations, which may no¢ upheld. Defending a lawsuit, regardless
of its merit, is costly and time-consuming and ndaxert management’s attention and adversely affectarket’s perception of us and our
products. In addition, if our business liabilitysimance coverage proves inadequate or future agpeésainavailable on acceptable terms or at
all, our business, financial condition and resafteperations could be adversely impacted.

21



Table of Contents

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

We have prepared for compliance with Section 4044sessing, strengthening and testing our systeénteshal controls. Even after
implementing internal controls that achieve compimwith Section 404, we will need to continue @imain our processes and systems and
adapt them to changes as our business continge@émd and we rearrange management responsibéigseorganize our business
accordingly. The continuous process of maintaiing adapting our internal controls and complyinthvection 404 is expensive and time-
consuming, and requires significant managementtaite We cannot be certain that these measurésavitinue to provide adequate control
over our financial processes and reporting. If weret able to automate these processes in a tii@sthyon, we will not be able to ensure
ongoing compliance. Furthermore, as we grow oumess, our internal controls will become more car@nd we will require significantly
more resources to ensure our internal controlsadivemain effective. Failure to implement requireglv or improved controls, or difficulties
encountered in their implementation, could harmaperating results or cause us to fail to meeteporting obligations. If we or our
independent registered public accounting firm idgmhaterial weaknesses, the disclosure of that faen if quickly remedied, could reduce
the market’s confidence in our financial statemams harm our stock price. In addition, if we anabie to continue to comply with
Section 404, our non-compliance could subject ws\ariety of administrative sanctions, includihg suspension or delisting of our common
stock from the New York Stock Exchange and theilitglof registered broker-dealers to make a markeiur common stock, which could
further reduce our stock price.

Problems with our information systems could interéewith our business and operation

We rely on our information systems and those ofitparties for processing customer orders, delieéroducts, providing services and
support to our customers, billing and tracking customers, fulfilling contractual obligations, amitherwise running our business. Any
disruption in our information systems and thos¢hefthird parties upon whom we rely could havegaificant impact on our business. In
addition, we are in the process of enhancing diarmmation systems. The implementation of thesegygfeenhancements is frequently
disruptive to the underlying business of an entsepmwhich may especially be the case for us dileesize and complexity of our businesses.
Any disruptions relating to our systems enhancemearticularly any disruptions impacting our opieras during the implementation period,
could adversely affect our business in a numbeespects. Even if we do not encounter these adeéiesets, the implementation of these
enhancements may be much more costly than we entd. If we are unable to successfully implemeatibtformation systems enhancements
as planned, our financial position, results of atiens, and cash flows could be negatively impacted

If we fail to manage future growth effectively, weay not be able to meet our custon” needs or be able to meet our future reporting
obligations.

We have expanded our operations significantly sinception and anticipate further expansion infthtare. This future growth, if it
occurs, will place significant demands on our ma&magnt, infrastructure and other resources. Additlgnfurther international growth may
occur in regions where we presently have littl@oinfrastructure. To manage any future growthwileneed to hire, integrate and retain
highly skilled and motivated employees. We willateed to continue to improve our financial and agament controls, reporting and
operational systems and procedures. If we do riettéfely manage our growth we may not be able é@hour customers’ needs, thereby
adversely affecting our sales, or be able to meefuiure reporting obligations.

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

As a multinational corporation, we are subjectitmoime taxes as well as non-income based taxesthtie United States and various
foreign jurisdictions. Our domestic and internagibtax liabilities are subject to the
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allocation of revenues and expenses in differemgdictions and the timing of recognizing revenaed expenses. Additionally, the amount of
income taxes paid is subject to our interpretatibapplicable tax laws in the jurisdictions in whiwe file and changes to tax laws. Significant
judgment is required in determining our worldwidesion for income taxes and other tax liabiliti€som time to time, we are subject
income tax audits. While we believe we have condpligth all applicable income tax laws, there cambessurance that a governing tax
authority will not have a different interpretatiohthe law and assess us with additional taxesul8hee be assessed with additional taxes, -
could be a material adverse effect on our finarmaldition or results of operations.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, regulationatesy changing interpretation of exist
laws or regulations, the impact of accounting tock-based compensation, the impact of accountingdisiness combinations under the new
accounting standard FAS No. 141R, changes in d@erriational organization, and changes in overa#lieof income before tax. In addition, in
the ordinary course of a global business, thereraney intercompany transactions and calculationsrevthe ultimate tax determination is
uncertain. Although we believe that our tax estgsaire reasonable, we cannot assure you thantlelBtermination of tax audits or tax
disputes will not be different from what is refledtin our historical income tax provisions and aats.

We are also subject to non-income taxes, suchyaslpasales, use, valuadded, net worth, property and goods and servioesst in bott
the United States and various foreign jurisdictioe are under audit from time to time by tax adties with respect to these non-income
taxes and may have exposure to additional non-iedam liabilities.

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,igfhcould result in delays or cancellations of cosber orders or the deployment of o
products.

Our corporate headquarters are located in the &arcisco Bay Area, a region known for seismic atgtiVA significant natural disaster,
such as an earthquake, fire or a flood, could faamaterial adverse impact on our business, finhooiadition and results of operations. As we
continue to grow internationally, increasing amauritour business will be located in foreign coigstthat may be more subject to political or
social instability that could disrupt operations.addition, our servers are vulnerable to computeses, break-ins and similar disruptions from
unauthorized tampering with our computer systemstheérmore, acts of terrorism or war could causeugitions in our or our customers’
business or the economy as a whole. To the extahstich disruptions result in delays or canceltetiof customer orders, or the deploymel
our products, our revenues would be adversely taffiec

Risks Related to Our Relationship with EMC

As long as EMC controls us, holders of our Classsémmon stock will have limited ability to influenamatters requiring stockholde
approval.

As of December 31, 2008, EMC owned 27,000,000 shafreur Class A common stock and all 300,000,0G0es of our Class B
common stock, representing approximately 84% otdke outstanding shares of common stock or 98%h®f/oting power of outstanding
common stock. The holders of our Class A commocksémd our Class B common stock have identicaksigireferences and privileges
except with respect to voting and conversion rigthis election of directors, certain actions ttegjuire the consent of holders of Class B
common stock and other protective provisions agostt in our certificate of incorporation. Holdeséour Class B common stock are entitled
to 10 votes per share of Class B common stocklanatters except for the election of our Groupitedtors, in which case they are entitled to
one vote per share, and the holders of our Classmmon stock are entitled to one vote per shaf&ads A common stock. The holders of
Class B common stock, voting separately as a dasgntitled to elect 80% of the total numbericéators on
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our board of directors that we would have if theere no vacancies on our board of directors atithe. These are our Group | directors.
Subiject to any rights of any series of preferredlsto elect directors, the holders of Class A camrstock and the holders of Class B common
stock, voting together as a single class, areledtio elect our remaining directors, which at ineetwill be less than one directolewr Group |
director(s). Shares of Class B common stock ardeshto one vote per share when voting for suchai@ing directors. Accordingly, the

holders of our Class B common stock currently atéled to elect 7 of our 8 directors. If EMC tré@s shares of our Class B common stock to
any party other than a successor-in-interest aibaidiary of EMC (other than in a distribution te stockholders under Section 355 of the
Internal Revenue Code of 1986, as amended, ordke,@r in transfers following such a distributiotiose shares will automatically convert
into Class A common stock. For so long as EMC ositccessor-imterest beneficially owns shares of our commoglstepresenting at leas
majority of the votes entitled to be cast by thé&dbos of outstanding voting stock, EMC will be atbeslect all of the members of our board of
directors.

In addition, until such time as EMC or its succesaeinterest beneficially owns shares of our commstock representing less than a
majority of the votes entitled to be cast by thédhos of outstanding voting stock, EMC will have thbility to take stockholder action without
the vote of any other stockholder and without hgvimcall a stockholder meeting, and holders of@ass A common stock will not be able to
affect the outcome of any stockholder vote durhig period. As a result, EMC will have the abilitycontrol all matters affecting us, includi

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

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

» our financing activities

» certain changes to our certificate of incorporat

» changes to the agreements providing for our triamsio becoming a public compar

» corporate opportunities that may be suitable foang EMC;

» determinations with respect to enforcement of Bgi¢ may have against third parties, including wétspect to intellectual prope!
rights;

» the payment of dividends on our common stock;
» the number of shares available for issuance unglestock plans for our prospective and existing leyges.

Our certificate of incorporation and the mastensection agreement between us and EMC also comtavisions that require that as lo
as EMC beneficially owns at least 20% or more efdhtstanding shares of our common stock, the pffomative vote or written consent of
EMC (or its successor-in-interest) as the holdehefClass B common stock is required (subjecashecase to certain exceptions) in order to
authorize us to:

» consolidate or merge with any other ent

« acquire the stock or assets of another entity aggx of $100 million

* issue any stock or securities except to our sudasedi or pursuant to our employee benefit pl
» establish the aggregate annual amount of sharesaydssue in equity awarc

» dissolve, liquidate or wind us u

» declare dividends on our stoc
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* enter into any exclusive or exclusionary arrangemeéth a third party involving, in whole or in pagroducts or services that ¢
similar to EMC's; and

« amend, terminate or adopt any provision inconsistdth certain provisions of our certificate of orporation or bylaws

If EMC does not provide any requisite consent allgawus to conduct such activities when requestedywil 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 holders of our Class A comrsimtk might otherwise receive a premium for tisbiares over the then-current market
price. EMC is not prohibited from selling a contirag interest in us to a third party and may dosthout the approval of the holders of our
Class A common stock and without providing for aghase of any shares of Class A common stock hefielsons other than EMC.
Accordingly, shares of Class A common stock maybeth less than they would be if EMC did not maimteoting control over us or have the
additional rights described above.

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

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

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 companieviging products related to storage management,-backlisaster recovery, security,
system management and automation, provisioningesalirce management. There can be no assuran&MRatvill not engage in increased
competition with us in the future. In addition, tiéellectual property agreement that we have entérto with EMC will provide EMC the
ability to use our source code and intellectuapprty, which, subject to limitations, it may useptoduce certain products that compete with
ours. EMC's rights in this regard extend to its oniy-owned subsidiaries, which could include joientures where EMC holds a majority
position and one or more of our competitors holdarity positions.

EMC could assert control over us in a manner whimlld 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 andeotmarketing partners, enforcing our intellectualgerty 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 our idity 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 tmigffect 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 anlgestagreements that we have with
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EMC, EMC may have the ability to impact our relagaip with those of our partners that compete ®WC, which could have a material
adverse effect on our results of operations oradility to pursue opportunities which may otherwigeavailable to us.

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

Our historical financial information we have incadlin this Annual Report on Form 10-K does not ssa&ly reflect what our financial
position, results of operations or cash flows wdwde been had we been an independent entity dilmirsg historical periods. The historical
costs and expenses reflected in our consolidatethdial statements prior to 2008 include an alloodor certain corporate functions
historically provided by EMC, including tax, accaimg, treasury, legal and human resources servikldsough we have transitioned most of
these corporate functions to VMware personnelgiain geographic regions where we do not havestabkshed legal entity, we contract w
EMC subsidiaries for support services and EMC epg#s who are managed by VMware personnel. The tastaed by EMC on VMware’s
behalf related to these employees include an esterm’s-length mark-up and are included as exgeeimsour financial statements. Our
historical financial information is not necessairitgicative of what our financial position, resutiisoperations or cash flows will be in the fut
if and when we contract at arm’s-length with indegent third parties for the services we have resgkand currently receive from EMC. For
additional information, see “Management’s Discussaod Analysis of Financial Condition and Resuft®perations” and our historical
consolidated financial statements and notes thereto

In order to preserve the ability for EMC to distnilte its shares of our Class B common stock on s-free basis, we may be prevented from
pursuing opportunities to raise capital, to effectte acquisitions or to provide equity incentivesaior employees, which could hurt ot
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 agredddhao 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 entered into with EMEmust obtain the consent of EMC or
successor-in-interest, as the holder of our ClassrBmon stock, to issue stock or other VMware d8esr excluding pursuant to employee
benefit plans (provided that we obtain Class B cammstockholder approval of the aggregate annuabeurof shares to be granted under such
plans), which could cause us to forgo capital ngigir acquisition opportunities that would otheevixe available to us. As a result, we may be
precluded from pursuing certain growth initiatives.

Third parties may seek to hold us responsible fiabilities of EMC, which could result in a decrease our income.

Third parties may seek to hold us responsible MCEs liabilities. Under our master transaction agrent with EMC, EMC will
indemnify us for claims and losses relating toiliabs related to EMC'’s business and not relatedur business. However, if those liabilities
are significant and we are ultimately held lialbe them, we cannot be certain that we will be ableecover the full amount of our losses from
EMC.

Although we have entered into a tax sharing agreerheith EMC under which our tax liabilities effectiely will be determined as if we we
not part of any consolidated, combined or unitagxtgroup of EMC Corporation and/or its subsidiariea/e nonetheless could be held liable
for the tax liabilities of other members of theseogips.

We have historically been included in EMC’s condated group for U.S. federal income tax purposgsvell as in certain consolidated,
combined or unitary groups that include EMC Corgioraand/or certain of its subsidiaries for statd écal income tax purposes. Pursuant to
our tax sharing agreement with EMC, we and
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EMC generally will make payments to each other ghel, with respect to tax returns for any taxagi@dod in which we or any of our
subsidiaries are included in EMC'’s consolidatedugrfor U.S. federal income tax purposes or anyratbasolidated, combined or unitary
group of EMC Corporation and/or its subsidiariég amount of taxes to be paid by us will be deteeahj subject to certain adjustments, as if
we and each of our subsidiaries included in sucisalidated, combined or unitary group filed our avemsolidated, combined or unitary tax
return.

Prior to our IPO in August 2007, we were includedhe EMC consolidated group for U.S. federal inedax purposes, and expect to
continue to be included in such consolidated grfouperiods in which EMC owned at least 80% of tihtal voting power and value of our
outstanding stock. Each member of a consolidatedmduring any part of a consolidated return yegointly and severally liable for tax on-
consolidated return of such year and for any sulesstty determined deficiency thereon. Similarlysame jurisdictions, each member of a
consolidated, combined or unitary group for sthteal or foreign income tax purposes is jointly @ayerally liable for the state, local or
foreign income tax liability of each other membéthe consolidated, combined or unitary group. Adawgly, for any period in which we are
included in the EMC consolidated group for U.S ied income tax purposes or any other consolidat@abined or unitary group of EMC
Corporation and/or its subsidiaries, we could bblé in the event that any income tax liability vimsurred, but not discharged, by any other
member of any such group.

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

Disputes may arise between EMC and us in a nunfemeas relating to our ongoing relationships,udatg:
» labor, tax, employee benefit, indemnification arigeo matters arising from our separation from El
« employee retention and recruitir
* business combinations involving
» our ability to engage in activities with certairagimel, technology or other marketing partn
» sales or dispositions by EMC of all or any portafrits ownership interest in u
» the nature, quality and pricing of services EMC &gseed to provide u
» arrangements with third parties that are exclusipt@ EMC,;
* business opportunities that may be attractive tb BEMC and us; an
» product or technology development or marketingvitegs or customer agreements which may requiretmsent of EMC

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

The agreements we entered into with EMC in conoaatiith our IPO may be amended upon agreement petite parties. While we ¢
controlled by EMC, we may not have the leveragedgotiate amendments to these agreements if relquiréerms as favorable to us as those
we would negotiate with an unaffiliated third party

Some of our directors and executive officers own EMommon stock, restricted shares of EMC commorcktand/ or options to acquir
EMC common stock and hold management positions Wik C, which could cause conflicts of interests thasult in our not acting or
opportunities we otherwise may have.

Some of our directors and executive officers own@Esbdmmon stock and/or options to purchase EMC comstack. In addition, some
of our directors are executive officers and/or ctives of EMC. Ownership of EMC common stock, resédl shares of EMC common stock and
options to purchase EMC common stock by
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our directors and officers and the presence of@iexofficers or directors of EMC on our boarddifectors could create, or appear to create,
conflicts of interest with respect to matters iy both us and EMC that could have different iicgtions for EMC than they do for us.
Provisions of our certificate of incorporation aheé master transaction agreement between EMC aaddrsss corporate opportunities that are
presented to our directors or officers that are dlsectors or officers of EMC. There can be naieasce that the provisions in our certificate of
incorporation or the master transaction agreemdhagequately address potential conflicts of ietror that potential conflicts of interest will
be resolved in our favor or that we will be ableake advantage of corporate opportunities preddantendividuals who are officers or direct

of both us and EMC. As a result, we may be predudam pursuing certain growth initiatives.

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

So long as EMC beneficially owns shares of our comistock representing at least a majority of theventitled to be cast by the
holders of outstanding voting stock, EMC can efteddy control and direct our board of directorsrtier, the interests of EMC and our other
stockholders may diverge. Under these circumstampezsons who might otherwise accept our invitat@join our board of directors may
decline.

We are a “controlled company” within the meaning tfie New York Stock Exchange rules, and, as a résaite relying on exemptions from
certain corporate governance requirements that pises protection to stockholders of companies thatarot “controlled companies.”

EMC owns more than 50% of the total voting poweoof common shares and, as a result, we are artdieat company” under the New
York Stock Exchange corporate governance standasia.controlled company, we are exempt under i Mork Stock Exchange standards
from the obligation to comply with certain New Yad8tock Exchange corporate governance requiremiectading the requirements:

« that a majority of our board of directors consadtindependent director

» that we have a corporate governance and nominatingnittee that is composed entirely of independéettors with a written
charter addressing the commi’s purpose and responsibilitie

» that we have a compensation committee that is cegtpentirely of independent directors with a wnittharter addressing tl
committef's purpose and responsibilities; ¢

« for an annual performance evaluation of the nonmigaind governance committee and compensation ctie@l

While we have voluntarily caused our Compensatimh @orporate Governance Committee to currentlydmeposed entirely of
independent directors in compliance with the resmients of the New York Stock Exchange, we are equiired to maintain the independent
composition of the committee. As a result of oug aéthe “controlled company” exemptions, holdersur Class A common stock will not
have the same protection afforded to stockholdecempanies that are subject to all of the New Y®8tlick Exchange corporate governance
requirements.

Risks Related to Owning Our Class A Common Stock

Our Class A common stock has only been publiclyded since August 14, 2007 and the price of our Gldscommon stock has fluctuated
substantially since then and may fluctuate substaitly in the future.

Our Class A common stock has only been publiclgedasince our IPO on August 14, 2007. The tradimgepf our Class A common
stock has fluctuated significantly since then. &ample, during 2008, the closing trading pricewf Class A common stock was very vola
ranging between $17.88 and $84.60 per share. @ding price could fluctuate substantially in theufe due to the factors discussed in this
Risk Factors section and elsewhere in this Annggld® on Form 10-K.
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Substantial amounts of Class A common stock ar inebur employees, EMC, Intel Corporation (“Injedhd Cisco Systems (“Cisco”),
and all of the shares of our Class B common stablich may be converted to Class A common stock upguoest of the holder, are held by
EMC. Contractual restrictions on the sale of shhedd by EMC Cisco and Intel expired in 2008. Dgr2008, following expiration of the
contractual restrictions on its sale of VMware &tdatel sold approximately 3.4 million of the 91tllion shares of Class A common stock it
had originally purchased and disclosed plans tcapgiroximately 1.4 million additional shares. Gisind EMC each purchased 500,000 of the
shares sold by Intel during 2008, thereby increptieir holdings. Shares of Class A common stodét hg EMC (including shares of Class A
common stock that might be issued upon the corversi Class B common stock) are eligible for saleject to the volume, manner of sale
and other restrictions of Rule 144 of the Secwgiiechange Act of 1933 which allow the holder tib g to the greater of 1% of our
outstanding Class A common stock or our averag&hyeéeading volume during any three-month period &ollowing the expiration of their
contractual restrictions. Additionally, EMC possessegistration rights with respect to the shafesiocommon stock that it holds. If EMC
chooses to exercise such rights, its sale of taeeshthat are registered would not be subjectedilie 144 limitations. If a significant amount
of the shares that become eligible for resale ghtepublic trading markets in a short period ofetj the market price of our Class A common
stock may decline.

Additionally, broad market and industry factors nigcrease the market price of our Class A commuokstegardless of our actual
operating performance. The stock market in genaral,technology companies in particular, also laften experienced extreme price and
volume fluctuations. In addition, in the past, deling periods of volatility in the overall markatcéthe market price of a company’s securities,
securities class action litigation has often bestituted, including against us, and, if not resdhgwiftly, can result in substantial costs and a
diversion of management’s attention and resources.

If securities or industry analysts do not publishr cease publishing research or reports about usy business or our market, or if the
change their recommendations regarding our stockvadsely, our stock price and trading volume coulelatine.

The trading market for our Class A common stock kel influenced by the research and reports tthtstry or securities analysts may
publish about us, our business, our market or ompetitors. If any of the analysts who may covechsnge their recommendation regarding
our stock adversely, or provide more favorabletigdarecommendations about our competitors, owrkspoice would likely decline. If any
analyst who may cover us were to cease coveragerafompany or fail to regularly publish reportsu® we could lose visibility in the
financial markets, which in turn could cause oocktprice or trading volume to decline.

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

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

» the division of our board of directors into thréasses, with each class serving for a staggeree-#ear term, which would prevent
stockholders from electing an entirely new boardicéctors at any annual meetir

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

« following a distribution of Class B common stock BYIC to its stockholders, the restriction that adfecial owner of 10% or more
of our Class B common stock may not vote in angteda of directors unless such person or group aigas at least an equivalent
percentage of Class A common stock or obtains ajapad our board of directors prior to acquiringieéicial ownership of at least
5% of Class B common stoc
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the prohibition of cumulative voting in the electiof directors or any other matters, which wouldentvise allow less than
majority of stockholders to elect director candéda

the requirement for advance notice for nominatimnglection to the board of directors or for prejjmg matters that can be acted
upon at a stockholde’ meeting;

the ability of the board of directors to issue,haitit stockholder approval, up to 100,000,000 shafreseferred stock with terms set
by the board of directors, which rights could beiseto those of common stock; a

in the event that EMC or its succes-in-interest no longer owns shares of our common stefesenting at least a majority of -
votes entitled to be cast in the election of dmexitstockholders may not act by written consedtraay not call special meetings of
the stockholders

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

to:

amend certain provisions of our bylaws or certticaf incorporation

make certain acquisitions or dispositio

declare dividends, or undertake a recapitalizadioliquidation;

adopt any stockholder rights ple*poison pil” or other similar arrangemer

approve any transactions that would involve a memnsolidation, restructuring, sale of substdigtal of our assets or any of o
subsidiaries or otherwise result in any persomtityeobtaining control of us or any of our subsidgs; or

undertake certain other actiol

In addition, we have elected to apply the provisiohSection 203 of the Delaware General Corpandtiwv. These provisions may
prohibit large stockholders, in particular thosenovg 15% or more of our outstanding voting stocknf merging or combining with us. These
provisions in our certificate of incorporation aoylaws and under Delaware law could discouragerpiateakeover attempts and could reduce
the price that investors might be willing to pay éhares of our common stock.

Intel’'s and Cisco’s ownership relationship with us anldet membership on our board of individuals propodeglintel and Cisco may create
actual or potential conflicts of interest.

As a result of an investment by Intel Capital im @lass A common stock in August 2007, Intel hasanership interest in us and
pursuant to Intel’s right to designate a direciregptable to our board of directors, we appointethtel executive to our board of directors.
Cisco, pursuant to its purchase of our Class A comsiock from EMC, also has an ownership relatignslith us, and we appointed an
executive officer of Cisco (since retired from tpasition) proposed by Cisco as one of our directbhese relationships may create actual or
potential conflicts of interest and the best ins¢gef Intel or Cisco may not reflect the bestriests of other holders of our Class A common

stock.

ITEM 1B.

UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES
As of December 31, 2008, we owned or leased thkties described below:

Approximate

Location Sq. Ft.* Principal Use(s)
Palo Alto, CA owned 462,000 Executive and administrative offices, sales
leasec 371,000 marketing, R&D, and data cent
North and Latin American regic leasec 356,000 Administrative offices, sales and marketing, R&Ddalata
(excluding Palo Alto, CA center
Europe, Middle East, and Africa regi leasec 220,00( Administrative offices, sales and marketing, andlR
Asia Pacific regior leasec 205,000 Administrative offices, sales and marketing, andR

*

Of the total square feet leased, approximatelyQtbsyjuare feet were under construction as of Deeeth 2008

In April 2008, VMware entered into an agreementetse space for a data center facility. The leaseatterm of 16 years with a
termination option at the end of the tenth year tliedoption to take over additional building spake.of December 31, 2008, approximately

30,000 square feet remained under constructiona€awunting purposes, VMware is considered to betmner of the data center. See Note E
and Note G to our consolidated financial statements

In August 2007, we used a portion of the net prdsdeom our initial public offering of our Class@@mmon stock to purchase our new
corporate headquarters facilities in Palo Alto,if@atia from EMC Corporation (“EMC”) for $132.6 ntiibn, which is equal to the cost
expended by EMC in the construction of those faeslithrough the date of purchase. As of DecembeP308, approximately 18,000 square

feet remained under construction. Although we oentiuilding and improvements, the land is leasé@. Jround lease relating to our new
corporate headquarters expires in 2057.

We believe that our current facilities are suitaoleour current employee headcount and will sastai through 2009. In global locations
such as China and India where we expect some heatdgoowth, we intend to expand facilities commeagiwith the increase in headcount.

For further information regarding our lease obligas, see Note G to our consolidated financiakstants.

ITEM 3. LEGAL PROCEEDINGS

VMware is named from time to time as a party todaits in the normal course of its business. In siages it is our policy to defend
against such claims, or if considered approprizgotiate a settlement on commercially reasonables. However, no assurance can be given
that we will be able to negotiate settlements anmoercially reasonable terms, or at all, or that ltigation resulting from such claims would

not have a material adverse effect on our congelitieesults of operations, financial position, aadh flows, or consolidated financial
statements taken as a whole.

ITEM4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matter was submitted to a vote of our stockhsldieiring the fourth quarter of 2008.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The names of our executive officers and their agesf February 20, 2009 are as follows:

Name Age  Positions(s)

Paul Maritz 53 President, Chief Executive Officer and Direc
Tod Nielser 43 Chief Operating Office

Mark S. Peel 51 Senior Vice President and Chief Financial Offi
Carl M. Eschenbac 42 Executive Vice President of Worldwide Operatit
Rashmi Gard 43 Vice President and General Cour

Paul Maritz has been the President and Chief Executive Offindra Director at VMware since July 2008. Prigjoiaing VMware, he
served as President, Cloud Infrastructure and &ss\bivision of EMC Corporation (“EMC”), VMware’sapent company and controlling
stockholder. Mr. Maritz joined EMC in February 2088Ben EMC acquired Pi Corporation (“Pi”), which had founded in 2003 and where he
served as CEO. Pi was a software company focusédititing cloudbased solutions for new ways of doing personalrimédion managemer
Prior to founding Pi, he spent 14 years workintylatrosoft Corporation (“Microsoft”), where he setras a member of the five-person
Executive Committee that managed the overall compaior to his retirement in 2000. At Microsoft, Mvlaritz managed the development :
marketing of many of the company’s major produictsluding such releases as Windows 95, WindowsD&tabase, Tools and Applications.
He also serves as Chairman of the Board of the €garfroundation, which supports microfinance arabiedvorld.

Tod Nielsenhas been the Chief Operating Officer at VMware sid@nuary 2009. Prior to joining VMware, he serasdPresident and
Chief Executive Officer of Borland Software Corpiioa (“Borland”) since November 2005. From June 26® November 2005, Mr. Nielsen
served as Senior Vice President, Marketing and &l8hles Support for Oracle Corporation, an eniggmoftware company. From August
2001 to August 2004, he served in various positairBEA Systems, Inc. (“BEA Systems”), a providéapplication infrastructure software,
including Chief Marketing Officer and Executive ¥i®resident, Engineering. He joined BEA Systenes #ifie acquisition of his private
company, Crossgain, Inc., where he served as itsf ERecutive Officer from June 2000 to August 20B1t. Nielsen also spent 12 years with
Microsoft in various roles, including General Maragf Database and Developer Tools, Vice PresideDeveloper Tools, and at the time of
his departure, Vice President of Microsoft’s platfiogroup. Throughout his tenure with Microsoft,\ierked on many parts of the business,
with an emphasis on infrastructure and developemted technologies. Mr. Nielsen is a member ofBbard of Directors of Borland.

Mark S. Peekhas been the Senior Vice President and Chief Fiab®@ficer at VMware since April 2007. Prior toifjogng VMware, he
served as Senior Vice President and Chief Accogrdifficer of Amazon.com, Inc. since July 2002. Ptmjoining Amazon.com in April 200
Mr. Peek spent 19 years at Deloitte & Touche, #is¢ ten years as a partner.

Carl M. Eschenbachhas been the Executive Vice President of Worldviedd Operations at VMware since May 2005. Priojoiaing
VMware in 2002, he was Vice President of North AiceeiSales at Inktomi from 2000 to 2002. He alsa hvarious sales management posit
with 3Com Corporation, Lucent Technologies, and EMC

Rashmi Gardehas been the Vice President and General Couns@liaare since September 2005. She joined the Comjpag01.
Prior to joining VMware, she was Senior Corporatei@sel at Electronics for Imaging, Inc., a printteghnology company, and was an
associate with Graham & James LLP and Fenwick &t\WEP.
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND | SSUER
PURCHASES OF EQUITY SECURITIES

Market Information
Our Class A common stock, par value $0.01 per slwades on the New York Stock Exchange underyhesl VMW.

The following table sets forth the range of higll é&ow sales prices of our common stock since Augds2007, the date our Class A
common stock commenced trading on the New YorkIiSEx@hange. Our Class B common stock is not pubtrelded.

Market Prices

High Low

Year ended December 31, 2C

First Quarte! $ 86.9¢ $41.41

Second Quarte 72.0¢ 42.0¢

Third Quartel 57.0C 22.61

Fourth Quarte 32.7¢ 17.2¢
Year ended December 31, 2C

Third Quartel $ 85.52 $51.5(

Fourth Quarte 125.2¢ 71.0C

Holders

We had 39 holders of record of our Class A commiooks and one holder of record, EMC CorporationM®’), of our Class B comma
stock as of February 19, 2009.

Dividends
In April 2007, we declared an $800.0 million divigdeto EMC paid in the form of a note payable. Sgbeat to receiving the proceeds
from the initial public offering (“IPQO”) of our Cls A common stock in August 2007, we repaid $35@lllon of principal on the note.

Subsequent to our IPO, we have not declared orqaald dividends on our common stock. We currerdlyat anticipate declaring any
cash dividends in the foreseeable future. Any Ritletermination to declare cash dividends will lzelenat the discretion of our board of
directors, subject to the consent of the holdeiuwfClass B common stock pursuant to our certiicd incorporation. Holders of our Class A
common stock and our Class B common stock willskegually on a per share basis in any dividendadedlon our common stock by our
board of directors.

Recent Sales of Unregistered Securities
None.

33



Table of Contents

Issuer Purchases of Equity Securities
Issuer purchases of equity securities during tletquended December 31, 2008:

Total Number of Approximate Dollar Value

Shares Purchase:
of Shares That May Yet B

Total Number as Part of Publicly
Purchased Under the
of Shares Average Price Announced Plans Publicly Announced Plans

Period Purchased Paid Per Share or Programs or Programs
October 1- October 31, 200 26,93¢ $ 31.0¢ — $ —
November 3 November 30, 200 26,82t 19.3¢ — —
December ‘= December 31, 200 28,84( 23.71 — —
82,60 24.6¢ — $ —

We do not have a publicly announced stock repucpasgram. All shares referenced in the above table withheld through net share
settlements during the quarter ending Decembe2@18 upon the vesting of restricted stock andimstt stock units under our equity
compensation plan to satisfy tax withholding obiigias.

Use of Proceeds
None.
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Stock Performance Graph

The graph below compares the cumulative total $tolcler return on our common stock with the cumutatotal return on the S&P 500
Index and the S&P 500 Systems Software Index feptriod beginning on August 14, 2007 (the dateGass A common stock commenced
trading on the New York Stock Exchange) throughddelger 31, 2008, assuming an initial investmentl®o$ While the IPO price of our
common stock was $29.00 per share, the graph asshménitial value of our common stock on Auguét 2007 was the closing sales price of
$51.00 per share. Data for the S&P 500 Index aa®#P 500 Systems Software Index assume reinvesoheéividends.

COMPARISON OF CUMULATIVE TOTAL RETURN®

5200

5150

5100 8

350

] T i
a7 12307 1230
—— Vilwara, Inc. —— S5&F 500 Indgas, —l— S&P 500 Systams Scftwam Indmx
Base Perioc
8/14/07 12/31/07 12/31/0¢
VMware, Inc. $ 100.0( $166.6¢ $46.4¢
S&P 500 Index $ 100.0( $103.8: $65.4:2
S&P 500 Systems Software Inde $ 100.0( $121.87 $76.1:

*  $100 invested on August 14, 2007 in VMware comratitk, S&P 500 Index and S&P 500 Systems Softwatex, including
reinvestment of dividends, if an

Note: The stock price performance shown on thelgedgove is not necessarily indicative of futurepmperformance. This graph shall not
deemed “filed” for purposes of Section 18 of theliange Act or otherwise subject to the liabilittdghat section nor shall it be deemed
incorporated by reference in any filing under thec&ities Act of 1933 or the Exchange Act, regassllef any general incorporation language
in such filing.
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ITEM 6. SELECTED FINANCIAL DATA

FIVE-YEAR SELECTED CONSOLIDATED FINANCIAL DATA
(in thousands, except per share amounts)

Successor Compan Predecessor Compan

Period from
Year Ended December 31, January 9, 2004 tc

February 1, 2003 to
January 8, 2004

2008 2007 2006 2005 December 31, 20C (unaudited)
Summary of Operations:

Revenues

License $1,178,14; $ 905,36¢ $ 491,90: $287,00¢ $ 178,87 $ 61,98(

Services 702,88! 420,44 212,00: 100,06¢ 39,88 12,22(
Total revenue $1,881,02° $1,325,81. $ 703,90:0 $387,07« $ 218,75t $ 74,20(
Operating incomé&) $ 312,52! $ 235,34: §$ 120,63¢ $ 9359 $ 35,207 $ 6,032
Net income $ 290,130 $ 218,13° $ 8589( $ 66,77¢ $ 16,78! $ 4,62(

Net income per weighted aver:
share, basic, for Class A and
Class B $ 07t % 06z $ 02 $ 020 % 0.0t Not applicabl

Net income per weighted aver:
share, diluted, for Class A a

Class B $ 0.7 $ 061 $ 026 $ 020 % 0.0t Not applicabl:
Weighted average shares, ba

for Class A and Class 385,06¢ 350,49: 332,50( 332,50( 332,50( Not applicabl
Weighted average shares, dilu

for Class A and Class 397,18! 359,18 332,50( 332,50( 332,50( Not applicabli

Successor Company

December 31 Predecessor Compan
2008 2007 2006 2005 2004 January 8, 2004
Balance Sheet Data
Cash and cash equivalerits $1,840,81: $1,231,16:i $ 176,13« $ 38,65: % 36,05¢ $ 49,88:
Working capital (deficiency)? $1,510,33t $ 935,16: $ (55,31¢) $(134,19) $ (29,16¢) $ 12,18¢
Total asset®) $3,839,20! $2,695,701 $1,145,95 $799,80. $ 697,67" $ 82,01
Long-term obligation®® $ 469,77 $ 450,000 $ 800,00 $ — $ — $ —
Stockholders’ equity (deficiti
® $2,070,06° $1,340,61° $ (230,81) $453,82¢ $ 560,28: $ (27,455
Cash Flow Data:
Net cash provided by operating
activities $ 800,13. $ 552,43t $ 279,860 $23824 $ 93,99/ Not applicabl

(1) In evaluating our results, we also focus on opegatnargin excluding sto-based compensation, employer taxes on employele
transactions, amortization of intangible assets whte-off of in-process research and developnemd, the net effect of the amortization
and capitalization of software development costwabelieve this measure reflects our ongoing lassirin a manner that allows
meaningful perio-to-period comparison:
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Successor Company Predecessor Compar

Period from
Year Ended December 31 January 9, 2004 tc

Period from
February 1, 2003 to
2008 2007 2006 2005 December 31, 20C January 8, 2004
Cost of license revenu
Stocl-based compensatic $ 1,12 $ 55¢ $ 99 $ — $ — $ —
Employer payroll tax on
employee stock transactio 28 — — — — —
Acquisitior-related intangibl
amortization 11,27¢ 21,17: 21,84( 23,351 25,48 —

Capitalized softwar
development costs

amortization 51,64: 36,407 22,29¢ 6,15¢ 1,31% —
Cost of services revenu
Stocl-based compensatic 13,48¢ 6,07( 2,38¢ 1,29¢ 1,061 —
Employer payroll tax on
employee stock transactio 224 — — — — —

Research and developmt
Stoclk-based compensation r

capitalized 77,99: 42,93¢ 26,34 14,65¢ 10,29: —
Employer payroll tax ol

employee stock transactio 2,81¢ — — — — —
In-process research and

developmen 6,57¢ — — — — —
Total capitalized software

development cos! (113,649 (56,840 (43,012 (25,109 (8,155 —

Stock-based compensatic
included in total capitalized
software development costs
above 22,74¢ 9,10t 10,48¢ 3,54t — —

Sales and marketin

Stoclk-based compensatic 49,76: 26,28¢ 12,02( 5,341 4,672 —
Employer payroll tax ol

employee stock transactio 1,257 — — — — —
Acquisition-related intangible

amortization 3,58¢ 2,591 2,18¢ 1,78¢ — —

General and administrativ

Stoclk-based compensatic 24,15% 16,55¢ 10,38 5,77¢ 3,51¢ —
Employer payroll tax on

employee stock transactio 51¢ — — — — —
Acquisition-related intangible

amortization 2,59¢ 1,972 1,49¢ 1,00 778 —

(2) In August 2007, we completed our IPO in whioh sold 37,950,000 shares (including 4,950,000 shawesuant to the underwriters’ full
exercise of their over-allotment option) of our €&a&A common stock at a price to the public of $a%6r share. The net proceeds to us
were $1,035.2 million. Subsequent to receivinggheceeds, we purchased our new headquartersigcitiom EMC for $132.6 million,
which is equal to the cost expended by EMC thrahghdate of purchase. We also repaid $350.0 mibfgorincipal on the note payable to
EMC. Also in August 2007, we sold 9.5 million shaua our Class A common stock to Intel Capital 28.80 per share. The net proceeds
to us from that transaction were $218.3 millione Skote K to the consolidated financial statemeatsafiditional information

(3) In April 2007, we declared an $800.0 million dividketo EMC paid in the form of a note. This dividemds given retroactive effect as
December 31, 2006. Subsequent to receiving theeposcfrom the IPO in August 2007, we repaid $38@llon of principal on the note.
See Note G to the consolidated financial statenmfentsdditional information. In 2005, we declaredigaid a cash dividend of $190.0
million to EMC.

(4) In April 2008, we entered into an agreement todegsace for a data center facility. Significans&#ld improvements were unc
construction at December 31, 2008 as the buildadyfever been occupied or improved for occupanayaEcounting purposes, we are
considered to be the owner of the data center.efbir, we capitalized the fair value of the portadrthe building that it leases with a
corresponding credit to a financing liability. AB@ecember 31, 2008, the financing liability wapagpimately $19.8 million. See Note G



to the consolidated financial statements for adddl information

37



Table of Contents

ITEM 7. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATION

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations (“MD&A”) shld be read in conjunction
with our annual consolidated financial statementd aotes thereto which appear elsewhere in thisudhReport on Form 10-K.

This section and other parts of this Annual ReparForm 10-K contain forward-looking statementghwi the meaning of the federal
securities laws, about our business and prospBetsforward-looking statements do not include theeptial impact of any mergers,
acquisitions, divestitures, securities offeringbosiness combinations or other developments irbosiness that may be announced or
consummated after the date hereof. Any statememtainied herein that are not statements of histbféct may be deemed to be forward-
looking statements. Without limiting the foregoirtige words “outlook,” “believes,” “plans,” “intends‘expects,” “goals,” “potential,”
“continues,” “may,” “will,” “should,” “seeks,” “prelicts,” “estimates,” “anticipates” and similar eggsions are intended to identify forward-
looking statements, although not all forward-logkstatements contain these words. Our future emuatly differ materially from our past
results and from those projected in the forwlmmking statements due to various uncertaintiesrahkd, including those described in Item 1/
Part | (Risk Factors). The forwatdeking statements speak only as of the date sfAhinual Report and undue reliance should not &eepl ot
these statements. We disclaim any obligation tatgeny forward-looking statements contained heaftér the date of this Annual Report.

”ou ”

All dollar amounts expressed as numbers in this MD& (except per share amounts) are in millions.
Certain tables may not add due to rounding.

Overview

Our primary source of revenues is the licensingirfial infrastructure software solutions and rethsupport and services through a
variety of distribution channels for use by busgessand organizations of all sizes and across muséndustries in their information
technology infrastructure. Our virtual infrastruesoftware solutions run on indusstandard desktops and servers and support a wide &
operating system and application environments,elkas networking and storage infrastructures. \&eetdeveloped a multi-channel
distribution model to expand our presence anddolrerarious segments of the industry. In 2008, 20472006 we derived over 75% of our
revenues from our channel partners, which includgidutors, resellers, x86 system vendors ancesyshtegrators. We have also developed a
network of indirect channel partners who fulfilders through our direct channel partners. The ritgjof our revenues result from contracts
that include both perpetual software licenses aigbing software maintenance contracts. Licensenig®are recognized when the elemer
revenue recognition are complete. Software maimemaevenues are recognized ratably over the téthresoftware maintenance period, and
include renewals of software maintenance sold #fieinitial software maintenance period expireg &l50 recognize revenues from
professional services provided to our customers.

We have achieved significant revenue growth to dgtéocusing on delivering new virtual infrastruisoftware solutions technology
and products, expanding our network of technolagy distribution partners, increasing product awassnpromoting the adoption of
virtualization and building long-term relationshipith our customers through the adoption of enieeplicense agreements (“ELAS”).

Our current financial focus is on revenue growtlgénerate cash flows to fund our expansion of itrgisegment share and our
development of virtualization-based products faadzenters, desktops and cloud computing. We expexintinue our revenue growth by
broadening our virtual infrastructure software siolus technology and product portfolio. We expetmthgrowth in our channel partner
transaction business and in the acquisition of castomers during 2008 as compared to 2007. Howsirere the end of the second quarter of
2008 we have observed that customers are subjdatiger orders, such as ELAS, to a longer revievegss and
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in certain cases are purchasing products througieliannel to meet their immediate needs, forg@mger discounts offered under ELAs. We
believe this trend primarily correlated to the mgoglobal economic uncertainty and may continueufghout 2009 and perhaps longer.

We believe the use of virtual infrastructure saln§ is at early stages by customers. Although wearrently the leading provider of
virtual infrastructure solutions, we face compeétthreats to our leadership from a number of conigsa some of which have significantly
greater resources than we do, which could resutftdreased pressure to reduce prices on our offerids a result, we believe it is important to
continue to invest in strategic initiatives relategroduct research and development, market eigpaasd associated support functions to
expand our industry leadership. These investmentiklaesult in contracting operating margins asnest in our future. We believe that we
will be able to continue to meet our product depelent objectives through continued investment incourent resources, supplemented with
strategic hires and acquisitions, funded throughotberating cash flows generated from the saleioéristing products and services. We
believe this is the appropriate priority for thadpsterm health of our business.

In evaluating our results, we also focus on opegathargin excluding stock-based compensation, eyeplaxes on employee stock
transactions, amortization of intangible assetswhite-off of in-process research and developmemd, the net effect of the amortization and
capitalization of software development costs adeleeve this measure reflects our ongoing busiiteasmanner that allows meaningful
period-to-period comparisons. A portion of our $&#g revenues is recognized in periods of up ® yiwars subsequent to the initial contract,
whereas most of our license revenues are recogmiitbih the first quarter of contract signing. Asesult, variability in operating margin can
result from differences in when we price our sesvanid when the cost is incurred. Substantiallpfadiur international revenues are for
contracts in U.S. Dollars to international chanpeettners. A portion of our operating expenses uimencies other than the U.S. Dollar. This
difference may cause variability in operating masgilue to fluctuations in the U.S. Dollar compaxedther currencies. We are not currently
focused on shotierm operating margin expansion, but rather onsgting at appropriate rates to support our growthfature product offerinc
in what may be a substantially more competitiveimmment; as a result, our future operating margiay decline from current levels.

Prior to our initial public offering (“IPO”) in Augst 2007, we were a wholly-owned subsidiary of EM@poration (“‘EMC”),and as suc
we relied on EMC to provide a number of administexsupport services and facilities in other comstrAlthough we continue to operate
under an administrative services agreement andneemnto receive support from EMC, we have investeor own administrative functions,
including our finance, legal and human resourcestfans. We are also incurring additional costa gsiblic company, including audit, inves
relations, expanded information systems, stock aghtnation and regulatory compliance costs.

Our Relationship with EMC

As of December 31, 2008, EMC owned 27,000,000 shafr€lass A common stock and all 300,000,000 shafr€lass B common stoc
representing approximately 84% of our total outdilag shares of common stock and 98% of the combieédg power of our outstanding
common stock.

In 2008, 2007 and 2006, we recognized professiseraices revenues of $16.9, $11.8 and $1.4, rasphctfor services provided to
EMC'’s customers pursuant to our contractual agreésneith EMC.

In 2008, we recognized revenues from server anktogproducts and services purchased by EMC feriat use of $4.1 pursuant to «
contractual agreements with EMC. As of Decembe2808 and 2007, $1.8 and $4.3, respectively, afmaes from server and desktop
products and services purchased by EMC for intarsalwere included in deferred revenue.

We purchased storage systems from EMC for $24.@, &7d $2.9 in the years ended 2008, 2007 and 288gectively. Through the thi
guarter of 2007, the systems purchased from EM@w&EEMC's cost. Since the fourth quarter of 20B&,systems purchased from EMC were
at a discount off of EMC'’s list price.
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For certain corporate functions provided by EMC,7%nd $5.1 of expenses were allocated to us by EMRDO7 and 2006, respectively.
In 2008, this amount was not significant.

In certain geographic regions where we do not fzewvestablished legal entity, we contract with EMBsidiaries for support services ¢
EMC employees who are managed by our personnelc@sts incurred by EMC on our behalf related ts¢hemployees include an estimated
arm’s-length mark-up and were included as expeimsesr financial statements. These costs inclugerges for salaries and benefits, travel,
and rent. Additionally, EMC incurs certain costsaur behalf in the U.S., which primarily relatestoared systems for travel. The total of these
costs were $139.8, $116.1 and $69.6 in the yealsceR008, 2007 and 2006, respectively.

As part of our tax sharing agreement, we paid EkE@ine taxes of $64.3, $86.4 and $63.1 in 2008, 20072006, respectively, for our
portion of their consolidated federal income taxi@gese amounts differed from the amounts owed stared-alone basis and the differences are
presented as a component of stockholders’ equit20D8, the difference between the amount of téoutated on a stand-alone basis and the
amount of tax calculated per the tax sharing ages¢nvas recorded as an increase in stockholdeu#tyeof $5.2. In 2007 and 2006, this
difference was recorded as a decrease in stockisoketpuity of $2.5 and $32.3, respectively.

Interest income (expense) with EMC, net, primatibysists of interest expense on the note payattdiG, offset by interest income that
has been earned on our intercompany balance witB.BM2008 and 2007, $18.6 and $26.6, respectieélinterest expense was recorded
related to the note payable to EMC and was includ¢de $18.3 and $17.8, respectively, of inteeagtense with EMC, net, recorded on the
consolidated statements of income. In 2006, weeshimterest income with EMC, net, of $0.3. Ouriiet income and our expenses as a
separate, stand-alone company may be higher or linaa the amounts reflected in the financial stetets.

In 2008, we resolved with EMC certain acquisiti@hated intercompany liabilities due to EMC. Aseault, intercompany liabilities due
EMC of $9.7 were recorded as a capital contributiom EMC in additional paid-in capital without tiesuance of additional equity by us or
remittance of any cash.

Prior to March 2008, our employees participatethexEMC Corporation 401(k) Savings Plan. EMC crasarged us for the costs
associated with our employees who participatetténEMC Plan. In March 2008, our employees begaticigzating in our 401(k) Savings Plan
and ceased participation in the EMC Plan. See Nmt®ur consolidated financial statements.

As of December 31, 2008, we had $38.4 due to EM@chwas partially offset by $5.0 due from EMC. éfsDecember 31, 2007, we
had $55.5 due to EMC, which was partially offset#®2.7 due from EMC. The net amounts due to EM20@8 and 2007 were $33.4 and $
respectively, and resulted from the related pagggactions described above. As of December 318,200 had $111.1 of income taxes
receivable due from EMC and $3.6 of income taxgspke due to EMC. As of December 31, 2007, we tgi4bof income taxes payable due
to EMC. Balances due to or from EMC which are uatesl to tax obligations are generally settled shoaithin 60 days of each quarter end.
The timing of the tax payments due to and from EIGoverned by the tax sharing agreement with EMC.

Given that the amounts we recorded for our integamy transactions with EMC did not arise from teat®ns negotiated at armisnagtt
with an unrelated third party, the financial sta¢ets included herein may not necessarily reflecfioancial condition, results of operations
and cash flows had we engaged in such transactithsn unrelated third party during all periodegented. Accordingly, our historical rest
should not be relied upon as an indicator of oturiiperformance as a stand-alone company.
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Income Statement Presentation
Sources of Revenue
License revenues

Our license revenues consist of revenues earnedtfre licensing of our software products. Theselpcts are generally licensed on a
perpetual basis and are generally priced based tingonumber of physical desktops or server proecessowhich our software runs.

Software maintenance revenues

Software maintenance revenues are recognized yaiabl the contract period. Typically, our contrpetiods range from one to five
years. Customers receive various types of techsigaport based on the level of support purchasestoters who are party to softwi
maintenance agreements with us are entitled tovepeoduct updates and upgrades on a when-andaifadle basis.

Professional services revenues

Professional services include design, implememaditd training. Professional services are not cemed essential to the functionality of
our products, as these services do not alter theugt capabilities and may be performed by ourasusts or other vendors. Professional
services engagements for which we are able to melemnably dependable estimates of progress taveangletion are recognized on
proportional performance to date based upon theshioaurred. Revenues on all other professionalices engagements are recognized upon
completion.

Operating Expenses
Cost of license revenues

Our cost of license revenues principally consi$@amortization of capitalized software developmewsts and the cost of fulfillment of
our software. This cost of fulfilment of our sofiwe includes product packaging, personnel costsedated overhead associated with the
physical and electronic delivery of our softwaredurcts.

Cost of services revenues

Our cost of services revenues includes the cogtersonnel and related overhead to deliver techsaiggport on our products and to
provide our professional services.

Research and development expenses

Our research and development (“R&D”) expenses teline personnel and related overhead associatiedheiresearch and
development of new product offerings, including @eation expense, and the enhancement of ouiirxisvftware offerings.

Sales and marketing expenses

Our sales and marketing expenses include personetd and related overhead associated with theardlenarketing of our license and
services offerings, as well as the cost of cemadmketing initiatives, including our semi-annual Wedrld conference.

General and administrative expenses

Our general and administrative expenses includeopeel and related overhead costs to support thelbbusiness. These expenses
include the costs associated with our financelifes, human resources, IT infrastructure, analegpartments.
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Results of Operations
Revenues
Our revenues for the years ended 2008, 2007 angl &@0as follows:

For the Year Ended December 31,

2008 2007 2006
Revenues
License $1,178.: $ 905.< $491.¢
Services
Software maintenanc 555.¢ 330.( 164.t
Professional service 147.C 90.4 47 .k
Total service: 702.¢ 420.2 212.(
$1,881.( $1,325.¢ $703.¢
Percentage of revenue
License 62.6% 68.5% 69.%%
Services
Software maintenanc 29.€ 24.¢ 23.4
Professional service 7.8 6.8 6.7
Total service: 37.4 31.7 30.1
100.(% 100.(% 100.(%
Revenues
United State: $ 987.¢ $ 720.¢ $391.¢
International 893.4 605.2 312.2
$1,881.( $1,325.¢ $703.¢
Percentage of revenue
United State: 52.5% 54.4% 55.%
International 47 .k 45.¢€ 44 4
100.(% 100.(% 100.(%

Total revenues were $1,881.0 in 2008, $1,325.®0v2nd $703.9 in 2006, representing year-over-yeaeases of $555.2 or 42% in
2008 and $621.9 or 88% in 2007. The growth in reresrin 2008 reflected an increase of $272.8 imeaevenues and an increase of $282.4
in services revenues as compared to 2007. The lgriowevenues in 2007 reflected an increase of $4ib3license revenues and an increase of
$208.4 in services revenues as compared to 20@8nhtional revenues as a percentage of total tegeimcreased to 48% in 2008, from 46%
in 2007 and 44% in 2006.

Our revenue contracts with international custonaeesdenominated in U.S. Dollars. During the last fmonths of 2008, exchange rates
between the U.S. Dollar, the Euro, British Pound Aastralian Dollar experienced a significant degoé volatility. Our distributors and
resellers generally quote to end user customdoal currency, and accordingly, uncertainty ofrstilerm exchange rates may disrupt regular
quoting of orders as distributors are subject ghar degrees of exchange risk.

Given the recent economic downturn and global faiercrisis, we have applied additional scruting @amalysis around the collectibility
of transactions with certain customers, including ot limited to those customers in the finanseivices, insurance, and automotive indus
and we continue to monitor the appropriatenesstafitished customer credit limits. We do not reaedounts receivable or deferred revenue
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or recognize revenue relating to transactions whellectibility is not probable. We experiencediacrease in these transactions in the fourth
guarter of 2008. We recognize such transactions gpsh collection and recognize revenue as eamackcbrdance with our revenue
recognition policies.

The current economic situation is creating a higbrde of uncertainty around how much money wilspent on information technology
(“IT") over the foreseeable future. We believe the uniceytas causing customers to be conservative aedgwve their cash. Given these gl
economic conditions, we expect total revenuesdrese in 2009 compared to 2008, but at a lowerafairowth. We also expect our license
and professional services revenues growth ratedeldrate, and potentially contract, compared @820

License Revenues

Software license revenues were $1,178.1 in 20085.49n 2007 and $491.9 in 2006, representing pear-year increases of $272.8 or
30% in 2008 and $413.5 or 84% in 2007. We beliesmaificant majority of the revenue growth in 208@mpared to 2007, as well as 2007
compared to 20086, is the result of greater demandur virtualization product offerings attributatib wider industry acceptance of
virtualization as part of organizationd infrastructure, a broadened product portfolia @&xpansion of our network of indirect channel pars
We expect the rate of growth in our license reverioalecelerate or contract due primarily to tlze sind scale of our business and lengthened
sales cycles attributable to challenges our custemeay face in the current uncertain economic emwirent, such as decreases in IT budgets
and difficulties in obtaining financing. We expdiaat license revenues will be lower in the firsager of 2009 than the comparable quarter of
2008. Due to the unprecedented level of uncertagggrding future IT spending, we lack visibilitytd whether or how long this trend will
continue.

ELAs continue to be a significant component of mwenue growth and are offered both direct andufinacertain channel partners. EL
are core to our strategy to build loterm relationships with customers as they commdutovirtual infrastructure solutions in their datnters
ELAs provide a base from which to sell additionadqucts, such as our application and infrastructta@agement suite and our disaster
recovery products. Under a typical ELA, a portidrih@ revenues is attributed to the license andgeized immediately, but the majority is
deferred and recognized as services revenuesurefperiods.

At the end of the fourth quarter of 2008, we obsdrgeasonal strength in our ELAs from our entegmaicounts and comparative
weakness in the transactional business especiélypricesensitive customers, such as the academic martlletraaller businesses. We exf
to continue to observe the lengthening of the sajeke on ELAs that management believes is primadlrrelated to economic uncertainty.
During the second half of the year, customers begaohasing our solutions in smaller quantitiestigh the channel to meet their immediate
needs, forgoing larger discounts offered under ELM¥e expect that customers may continue smalleshases through the channel at least
through the first quarter of 2009, and perhapséong

We sell our products through a network of chanmetrgers, which includes distributors, reseller§ ggstem vendors and systems
integrators. As we expand geographically, we mayadtitional direct channel partners. The increasesvenues in 2008 primarily resulted
from increased sales volumes through our existirgctichannel partners. These increases were dbyeveral factors, including greater
demand for our virtualization product offeringsgder industry acceptance of virtualization as p&groorganization’s IT infrastructure, a
broadened product portfolio and expansion of odiré@ct channel partner network which purchase petsdfrtom our direct partners.

We divide our license revenues into two classgsDéta center products and (2) Other products.data center products include a
hypervisor for system-partitioning the software iemwment from its underlying hardware infrastruetand additional tools that enable the
aggregation of multiple servers, storage infrastmecand networks into shared pools of resourcatscdin be delivered dynamically, securely
and reliably to applications as needed. Other prtsdorimarily include desktop virtualization prodsigvhich decouple the
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entire desktop environment from its underlying deyienabling customers to create user-centricadsté devicezentric desktop environmen
Revenues from data center products were $1,11878.6, and $451.3 in 2008, 2007 and 2006, respygtifs a percentage of license
revenues, revenues from data center products wiéte 97% and 92% in 2008, 2007 and 2006, respegtiRdvenues from other products
were $66.0, $29.8, and $40.6 in 2008, 2007 and ,2@38pectively. As a percentage of license revermagsnues from other products were 6%,
3% and 8% in 2008, 2007 and 2006, respectively.

Our indirect channel partners obtain software lkesnand services from our distributors and x86esystendors and market and sell them
to end user customers. In the first quarter of 2088introduced new programs for these channehpestto assist them to quickly establish and
expand their virtualization practices and drive reewwtomer acquisition. We believe these programsumage channel loyalty and may
facilitate our ability to reach additional indussggments and acquire new customers. In additierhave a direct sales force that complements
these efforts. Our sales force works with our clehpartners to introduce them to customers andsa®s opportunities. Our channel partners
also introduce our sales force to their customers.

Services Revenues

Services revenues were $702.9 in 2008, $420.40i 20d $212.0 in 2006, representing year-over-yeaeases of $282.4 or 67% in
2008 and $208.4 or 98% in 2007. We expect thaiceswrevenues will compose a larger proportionusfrevenue mix and revenue growth in
2009. The increase in services revenues in 200%vimsrily attributable to growth in our softwaremtenance revenues.

Software maintenance revenues were $555.9 in ZEB).0 in 2007 and $164.5 in 2006, representing-gear-year increases of $225.9
or 69% in 2008 and $165.5 or 101% in 2007. Thiswginareflects the increase in our license revenagsoftware maintenance services are
generally purchased with licenses, the benefit froufti-year software maintenance contracts solgr@vious periods and renewals of existing
customer software maintenance contracts.

Professional services revenues were $147.0 in 288184 in 2007 and $47.5 in 2006, representing-gear-year increases of $56.5 or
63% in 2008 and $42.9 or 90% in 2007. Professisenlices revenues increased due to growing denmarteign and implementation servi
and training programs, as end user organizatioplged virtualization across their organizationth8ugh, professional services revenues
increased year-over-year, professional servicesnas in the fourth quarter of 2008 were flat satjahly to the third quarter due to our
transitioning some of this business to our partngithough we will continue to serve our customeirectly, we encourage our partners to b
their professional services businesses which wieveelill leverage our license sales through thisrmel.
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Operating Expenses, GAAP and Non-GAAP

Information about our operating expenses with aitdoumt stock-based compensation is as follows:

Operating expense
Cost of license revenués
Cost of services revenu
Research and developméht
Sales and marketir
General and administrati\
Total operating expens:

Operating incom

Percentage of revenue
Cost of license revenus
Cost of services revenu
Research and developmt
Sales and marketir
General and administrati\

Total operating expens:

Operating margi

Operating expense
Cost of license revenués
Cost of services revenu
Research and developmént
Sales and marketir
General and administrati\
Total operating expens:

Operating incomi

Percentage of revenue
Cost of license revenus
Cost of services revenu
Research and developmt
Sales and marketir
General and administrati\

Total operating expens

Operating margi

For the Year Ended December 31,

2008 2007
Stock- Stock- Non-
Based Non- Based Non- GAAP,
Compen- GAAP, Compen- GAAP, As
As As Adjusted
GAAP sation Adjusted GAAP sation Adjusted Change
$ 8z $ (1.1) $ 871 $ 80<¢ $ (06 $80.: $ 68 8%
215.¢ (13.5) 202.4 137.¢ (6.1 131.7 70.7  54%
429.: (78.0)  351.c 285.¢ (42.9  243.( 108.2  45%
654.1 (49.9) 604.: 450.2 (26.2) 424 180.: 43%
181.1 (24.1) 157.( 135.5 (16.€) 119.1 37 32%
$1,568.! $(166.5) $1,402.( $1,090.! $(92.4) $998.1 $403.¢ 4%
$ 312t $166.8 $ 479.( $ 235 $ 924 $327.7 $151.2  46%
4. 7% 4.6% 6.1% 6.1%
11.5 10.€ 10.4 9.9
22.¢ 18.7 21.€ 18.:
34.¢ 32.1 34.C 32.C
9.6 8.3 10.Z 9.C
83.4% 74.5% 82.2% 75.2%
16.€% 25.5% 17.% 24.1%
For the Year Ended December 31
2007 2006
Stock- Stock- Non-
Based Non- Based Non- GAAP,
Compen- GAAP, Compen- GAAP, As
As As Adjusted
GAAP sation Adjusted GAAP sation Adjusted Change
$ 8¢ $ (0€ $ 8.2 $ 592 $ (0.) $591 $21z 3%
137.¢ (6.1) 131.7 64.2 (24  6l.¢ 69.C 11%%
285.¢ (42.9) 243.( 152.( (26.9) 125.% 1172 93%
450.2 (26.2)  424.( 238.: (12.0 226.% 197.7 8%
135.% (16.€) 119.1 69.€ (10.9 59.2 59.€ 101%
$1,090. $(92.4) $ 998.1 $ 583.: $(51.2) $532.1 $466.C 88%
$ 235.: $ 924 ¢ 327.7 $ 120.¢ $ 51z $171.¢ $155.¢ 91%
6.1% 6.1% 8.4% 8.4%
10.4 9.9 9.1 8.8
21.€ 18.: 21.€ 17.¢
34.C 32.C 33.¢ 32.1
10.Z 9.C 9.6 8.4
82.2% 75.2% 82.% 75.€%
17. %% 24. % 17.1% 24.0%

(1) Included in the cost of license revenues is thertiration of capitalized software development caét$51.6, $36.4 and $22.3 in 20(

2007 and 2006, respective

(2) Included in R&D is the capitalization of softwarevélopment costs of $113.6 (including $22.7 of k-based compensation) in 20(
$56.8 (including $9.1 of sto-based compensation) in 2007, and $43.0 (includii@Sbof stoc-based compensation) in 20(
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Operating expenses without stock-based compensat®onon-GAAP financial measures. See—"Non-GAARaRoial Measures” below.
Aside from the effects of stock-based compensati@mwn in the table above, the following discussighlights additional factors that
impacted our results of operations.

Cost of License Revenues

The decreases in our cost of license revenuepacantage of revenues were primarily attributédlgecreased amortization of
intangible assets. As a percentage of revenuegtiaatmn of intangible assets decreased by 1.6gv¢age point of revenues to 0.6% of
revenues in 2008 as compared with 1.6% in 2007 dacceased by 1.5 percentage points of revenu230in as compared with 3.1% in 2006.
The cost of fulfillment of our software, which inicles product packaging, personnel costs and retatethead associated with the physical and
electronic delivery of our software products renedimelatively flat.

In the future when recently capitalized softwarealepment costs begin to amortize as a componetasifof license revenues, our cost
of license revenues will increase in absolute dslla

Cost of Services Revenues

The increases in our cost of services revenues prararily attributable to the increased direct o, professional services personnel
and third-party professional services costs to stifghe increased services revenues.

Research and Development Expenses

The increases in R&D expenses were primarily aitteble to increased facilities, salaries and bé&nefipenses resulting from increme
headcount added in support of feature functional@yelopment, sustainment of existing products,reewd product development, which are
intended to grow our future business. Partiallgefiing this increase in expenses was an increaseftivare capitalization by $56.8 to $113.6
(including $22.7 of stock-based compensation) i6&8s compared with 2007, and by $13.8 to $56@u@ing $9.1 of stock-based
compensation) in 2007 as compared with $43.0 (tholy$10.5 of stock-based compensation) in 2008h&sumber of future projects
requiring capitalization may decrease, our futu€bRexpenses could increase.

Included in our R&D expenses, we had in processareh and development (“IPR&D”) expense of $6.6teal to acquisitions in 2008.
We had no IPR&D expense in 2007. In 2006, IPR&Desge was $3.7.

Sales and Marketing Expenses

The increases in sales and marketing expensesaiutb dollars consisted primarily of higher saarand benefits expenses due to both
increases in sales and marketing personnel aneéhammission expense resulting from increased salkimes. Our sales and marketing
expenses also increased due to marketing expeglagsarto our ongoing international market expamsiod marketing expenses related to our
branding initiative in 2008. A portion of our sal®sd marketing expenses is denominated in foraigrencies and thus exposed to foreign
exchange rate fluctuations. Upon consolidatiorexahange rates vary, the amount of sales and nragketpenses may fluctuate in respons
changes in the exchange rate between the U.S.rRwiththe foreign currencies in which the expeasegayable.

General and Administrative Expenses

General and administrative expenses increasedsiolak dollars primarily as a result of additiosalaries and benefits expenses rest
from the additional resources to support the gravftbur business and to expand our own adminiggdtinctions.
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Stock-Based Compensation Expense

For the Year Ended December 31 2008 2007

versus versus

2008 2007 2006 2007 2006
Stocl-based compensation, excluding amounts capitalinddFAS 8¢ $ 166 $ 924 $ 517 80% 80%
Stoclk-based compensation capitalized under FA! 22.7 9.1 10.5 14<% -13%
Stock-based compensation, including amounts capitalirel@uFAS 8¢ $ 189.:. $ 101t $ 61.7 86% 65%

Stock-based compensation expenses, excluding amoapitalized under FAS 86, increased primarily tuleroad-based stock option
and restricted stock unit grants made under the ¥Mv2007 Equity and Incentive Plan beginning ingdeond quarter of 2007. Between the
time of our acquisition by EMC in January 2004 dnde 2007, we did not issue equity awards in agkstio our employees. During this
period, employees received stock-based compendatibe form of EMC stock options and restricteacktawards and units as a result of
grants made by EMC’s Board of Directors. Beginrimgune 2007, we granted equity incentive awaradeuour 2007 Equity and Incentive
Plan in anticipation of our IPO. In connection witle IPO in August 2007, we conducted an exchaffge pursuant to which we offered our
eligible employees the ability to exchange theistixg EMC options and restricted stock awardsofations to purchase our Class A common
stock and restricted stock awards of our ClassrAmon stock, respectively.

In September 2008, we completed an offer to exobaegain employee stock options issued under Medte 2007 Equity and
Incentive Plan (“2008 Exchange Offer”). Certainyioeisly granted options were exchanged for newglspriced stock options granted on a
one-for-one basis. Executive officers and memb&mioBoard of Directors were excluded from pagating in the 2008 Exchange Offer.
Options for an aggregate of 4.1 million shareswf®@lass A common stock were exchanged with a vietjhverage exercise price per shai
$71.60. Options granted pursuant to the 2008 Exgin&ffer have an exercise price of $33.95 per shast pro rata over four years beginning
September 10, 2008 with no credit for past vesding have a new six-year option term. The 2008 Exgd®ffer resulted in incremental stock-
based compensation expense of $18.0 to be recaboizs the four-year vesting term.

In September 2008, we awarded 5.3 million restiisti®ck units to certain employees, including aiporfor international employees
who were not eligible to participate in the 2008 Eange Offer and a portion for retention purpo$éese awards generally will vest over a
three-year or four-year period. These awards regiift stock-based compensation expense of $1646& tecognized over the three-year or
four-year vesting term.

As of December 31, 2008, the total unamortizedvfaiue of our outstanding equity-based awards avi€ Equity-based awards held by
our employees was approximately $522.6. This amwilhbe recognized over the awards’ requisite srperiods, and is expected to result in
stock-based compensation expense of approxima2elg.$, $182.0, $109.9 and $26.6 for 2009, 2010120 2012, respectively.

In future quarters, our stock-based compensatipermrse is expected to increase as a result of additequity grants in future periods.
During 2009, we expect to issue equity awards tinaefresh grants to our employees. The stock-besenbensation expense is subject to the
amount of stock-based compensation that may béatiapd as costs incurred for the development of seftware products, software
developed for internal use and the amount of awidwatsultimately vest.
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Intangible Asset:

Amortization expense was lower in 2008 as compr&d07, and flat in 2007 compared to 2006, dusarily to decreasing
amortization for intangible assets resulting froM@&s acquisition of us, offset in part by additidmanortization for new acquisitions. The
amortization expense was classified as followsiendonsolidated income statements:

For the Year Ended December 31

2008 2007 2006
Cost of license revenui $ 11.: $ 21z $ 21.¢
Sales and marketir 3.6 2.6 2.2
General and administrati\ 2.6 1.9 1.5
Total intangible amortization expen $ 17t $ 25.7 $ 25.L

Operating Income

The operating margin in 2008 increased primarilya assult of a decrease in expense from the nettedf capitalizing and amortizing
software development costs.

A portion of our costs of revenues, primarily tlosts of personnel to deliver technical support wnproducts and professional services,
and a portion of our operating expenses mainltedlto sales, sales support and R&D, are denontinat®reign currencies, primarily the
Euro, the British Pound, the Australian Dollar, tb@nadian Dollar, the Indian Rupee, and the JagaYies. These costs and the resulting e
on operating income are exposed to foreign excheatgefluctuations. To quantify the effect on operating income of fluctuations in the
exchange rates between the U.S. Dollar and foraigrencies, we translate our non-U.S. Dollar opegatxpenses into local currency using
current period average exchange rates. Operatipgnses are then reconverted into the U.S. Dollagubke prior period average exchange
rates and the results are compared to quantifyripact. As a result of fluctuations in the exchargfes between the U.S. Dollar and foreign
currencies, operating income decreased by $1®608, $18.6 in 2007 and $2.8 in 2006. If the Dol@akens or strengthens in relation to
other currencies, such as the Euro, we expectdhiave a negative or positive effect, respectivetyour operating margins.

The current economic situation is creating a higbrde of uncertainty around how much money wilspent on IT over the foreseeable
future. We continue to expect that our operatingeeses will increase in absolute terms and coulcb@se as a percentage of revenues as we
intend to continue our strategic investments irdpm development and expansion into strategic ggage markets.

Investment Income

Investment income was $28.3 in 2008, $22.9 in 2007 $2.5 in 2006. Investment income consists ef@st earned on cash and cash
equivalent balances. Investment income increas€608 compared to 2007 due to higher cash andezpshialent balances, primarily as a
result of cash provided by operating activitieswad as a full year of interest earned on proceeeseceived in the middle of the third quarter
of 2007 from our IPO and the sale of shares of@lass A common stock to Intel Capital. The increasaterest income earned on our cash
and cash equivalent balances was partially offgehe negative impact of lower interest rates i0®0dnvestment income increased in 2007
compared to 2006 due to higher cash and cash denivzalances, primarily as a result of the proseed received from our IPO and the sal
shares of our Class A common stock to Intel Capited expect investment income in the first quanfe2009 to decrease as compared with the
fourth quarter of 2008 due to an anticipated dedlininvestments yields as a result of decreasitegest rates.
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Interest Income (Expense) with EMC, N

Interest expense with EMC, net, was $18.3 in 20GB%17.8 in 2007. Interest income with EMC, nets\#8.3 in 2006. In 2008 and
2007, interest expense with EMC, net, consistemhamily of $18.6 and $26.6, respectively, of int¢egpense incurred on the note issued to
EMC in April 2007, net of interest income earnedimtercompany balances. The decrease in interggnse in 2008 was due to a lower
weighted-average interest rate on the note of 4.M2008 as compared to 5.86% in 2007, as wellrapayment of $350.0 of the principal
balance in August of 2007. The interest rate omtite payable resets quarterly and is determinigd) tise 90-day LIBOR rate plus 55 basis
points, two business days prior to the first dagadh fiscal quarter.

Income Tax Provisior

Our effective tax rate for 2008 was 9.1% compaece8. 8% for 2007 and 30.1% for 2006. The slighthyéo effective tax rate in 2008 w
mainly attributable to a net benefit resulting framincrease in tax credits.

The change in the effective rate which decreas@&d3¥% in 2007 from 30.1% in 2006 was primarily iatitable to the decrease in the
other non-deductible permanent differences of pérzentage points from 2006 to 2007. This decreaseprimarily attributable to the change
of our tax structure, whereby income in 2007 eartgwad principally qualified for deferral from B. taxation, whereas in 2006 the income
was principally taxed in the United States. Thesosignificant contributing factor to the decreasthe effective tax rate from 2006 to 2007
was that our aggregate income tax rate in foraigsdictions, which is typically lower than our broe tax rate in the United States, resulted in
an increase of a favorable tax benefit of 4 peamgmpoints from 2006 to 2007. Offsetting this fabe tax benefit was the decrease in the
generated tax credits by 0.4 percentage points 2006 to 2007.

The 2009 tax rate is expected to be higher thaR®8 tax rate primarily due to a forecasted sifitarnings from low-tax non-U.S.
jurisdictions to the United States and an incréasmrecognized tax positions relative to incomtteetax. The effective tax rate for 200¢
based upon the income for the year, the compositithe income in different countries, and adjusttagif any, for the potential tax
consequences, benefits, resolutions of auditshardéx contingencies. Our aggregate income taximaforeign jurisdictions is lower than our
income tax rate in the United States.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, regulationatesy changing interpretation of exist
laws or regulations, the impact of accounting tock-based compensation, the impact of accountingdisiness combinations under the new
Financial Accounting Standard No. 141 (revised 20@usiness Combinations” (“FAS No. 141R"), chasgde our international organization,
and changes in overall levels of income before tax.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of Non-GAAP Finaaldileasures in Commission Filings,” and other Siiesrand Exchange
Commission (“SEC”) regulations define and prescthEconditions for use of certain non-GAAP finadéhformation. Our measures of
operating expenses and operating income withoukdtased compensation meet the definition of norABAinancial measures. These non-
GAAP financial measures, which are used as measfi@s performance, should be considered in anfditd, not as a substitute for or in
isolation from, measures of our financial perfore@prepared in accordance with GAAP. We provide itifiormation to show the impact of
stock-based compensation on our results of opesatas it is excluded from our internal operatifenp and measurement of financial
performance (although we consider the dilutive iotpga our shareholders when awarding stock-basetpeasation and value such awards
accordingly) and because determining the fair valuiae related equity awards involves a high degrfgudgment and estimation.

When evaluating the performance of our individualdtional groups, we do not consider stbelsed compensation charges. Likewise
exclude stock-based compensation expense fromhour &nd long-term
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operating plans. Our management team is held atablerfor cash-based compensation and such amareniscluded in their operating plans.
Due to its nature, individual managers generallywarable to project the impact of stock-based cosgugon and accordingly they are not held
accountable for the impact of equity award grafthough we acknowledge that stock-based compes&inecessary to attract and retain
quality employees, our consideration of stock basedpensation places its primary emphasis on dw&rateholder dilution rather than the
accounting charges associated with such grantscdroparability purposes, we believe it is usefyptovide a non-GAAP financial measure
that excludes stock-based compensation in ordeetter understand the long-term performance ofote business and to facilitate the
comparison of our results to the results of our geenpanies because of varying available valuatiethodologies and the variety of award
types that companies can use under Financial AcoguBtandard No. 123R, “Share-Based Payment,’A8 No. 123R. Furthermore, unlike
cash compensation, the value of stock-based corapenss determined using a complex formula thabiporates factors, such as market
volatility, that are beyond our control. Accordiggive believe that the presentation of non-GAAPrafieg expenses and operating income
when read in conjunction with our reported GAAP m@pieag expenses and operating income can proviefeiusupplemental information to our
management and to investors regarding financialbarsthess trends relating to our financial conditimd results of operations.

Operating expenses without stock-based compendadiom limitations due to the fact that they doinolude all expenses related to the
compensation of our people. More specifically, & did not pay out a portion of our compensatiothenform of stock-based compensation, it
is likely that cash-based compensation expensaded in our operating expenses would be highercivigpensate for this limitation by
providing supplemental information about outstagdtock-based awards in the footnotes to our filshistatements. Stock-based
compensation programs are an important elemenirof@mpensation structure and all forms of stockeblaawards are valued and included as
appropriate in results of operations. Managemeahgty encourages stockholders to review our firerstatements and publicly-filed reports
in their entirety and not to rely on any singleafiitial measure.

Liquidity and Capital Resources

December 31,
2008 2007

Cash and cash equivale $1,840.¢ $1,231.

Our cash flows for 2008, 2007 and 2006 were asvidl

For the Year Ended December 31,

2008 2007 2006
Net cash provided by operating activit $ 800.1 $ 552.¢ $ 279.¢
Net cash used in investing activiti $(421.9 $(403.7) $(142.9)
Net cash provided by financing activiti $ 231.¢ $ 906.: $ —

Our operating activities for each year in the threars ended December 31, 2008 have generatedadegsh to meet our operating
needs. As of December 31, 2008, we had cash ahdegasvalents totaling $1,840.8, compared to $128% of December 31, 2007. During
the year ended December 31, 2008, key driversaiinttrease of cash included the generation of 8880cash from operating activities and
$190.1 from issuance of common stock, primarihaassult of the exercise of employee stock optitm2008, we invested $138.6 of cash for
business acquisitions and used $191.6 of castafotat expenditures.

We invest excess cash predominantly in money madaitrities that are liquid and of high-quality éstment grade. The fair value for
securities is determined based on quoted marketpes of the valuation date. We limit the amodimuo domestic and international
investments with any one issuer and also monit@r th
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portfolio so that investments are placed in fundb dissimilar economic characteristics, therebyedsifying the credit risk. As of

December 31, 2008, all of our domestic money mdtkads were participating in the Temporary Guarareogram for Money Market Funds,
which is backed by the U.S. Treasury Departmentiimited to the balance in our money market funsi®fSeptember 19, 2008. The
Temporary Guarantee Program for Money Market Fuaxgsres on April 30, 2009. As of December 31, 2aG08se guaranteed funds
represented 42% of our cash and cash equivalelatisdea Our international money market funds conepti8% of our cash and cash
equivalents balance and are invested in offshoneeymarket funds and time deposits. In additiomv@stment in money market securities,
also use excess cash to support our growing infretstre needs, to expand our operations and asdewason for acquisitions and strategic
investments.

We expect to continue to generate positive cash fitom operations in 2009 and will use cash gereral operations as our primary
source of liquidity. We believe that existing castd cash equivalents, together with any cash gestefilom operations will be sufficient to
meet normal operating requirements including sgiatacquisitions and capital expenditures for asteéhe next twelve months.

Cash Flow from Operating Activities

Cash provided by operating activities is driverooy net income, adjusted for non-cash items andgdmin assets and liabilities. Non-
cash adjustments include depreciation, amortizatfantangible assets, stock-based compensatioanse) tax benefits from stock-based
compensation and other adjustments. In the yealsdeDecember 31, 2008, 2007 and 2006, there wgmdisant increases in deferred reve
that positively impacted cash flow from operating\dties. These increases were largely drivenynarease in deferred maintenance revenue
for which we are typically paid when the producs@d. In each of the three years ended Decembhe&t08B, 2007 and 2006 cash flows from
operating activities were negatively impacted by iticrease in our accounts receivable balance hwisulted from increases in our revenues.
However, the decrease in the days of sales oufsgnuketric over each of the three years partialfgat the negative impact of the increase in
accounts receivable. Additionally, cash flow fropeaating activities was negatively affected by $11fbr an increase in income tax receive
from EMC in 2008 The receivable arose because we had a stand-aletde loss for the yeamded December 31, 2008, which was primi
attributable to tax deductions arising from botmgualified stock option exercises and from thetimgsof restricted stock. Under the tax
sharing agreement with EMC, EMC is obligated to payan amount equal to the tax benefit that EMCredognize on its consolidated tax
return.

Cash Flows from Investing Activities

Cash used in investing activities is primarily iititable to business acquisitions, capital expemned, and capitalized software
development costs. We invested $138.6 for acqairstin 2008, compared to $82.5 for acquisition®df7 and $46.5 for an acquisition in
2006. Acquisitions are an important element of @arporate strategy and we expect to continue teshin strategic acquisitions in the future.

Our capital expenditures totaled $191.6, $269.6,%62.6 in 2008, 2007 and 2006, respectively. Ru#iG08, our capital expenditures
primarily related to the construction at our heattgrs facility and our data center and investingdmputer and network equipment to support
increased personnel and related infrastructurenements both domestically and internationally. i@dgxpenditures in 2007 were higher
compared to other years, primarily due to our itwesit in our new headquarters facility. We purckadsem EMC buildings already under
construction for $132.6, which was the cost expdrideEMC during construction. We also purchasedifure and fixtures for the new
facilities and invested cash in the remaining bogd under development. In addition to the investnie our headquarters facilities in 2007,
purchased computer and network equipment to suppodased personnel and related infrastructuneirements.

Our capitalized software development costs, exolydtock-based compensation expense, totaled 0797, and $32.5 in 2008, 2007
and 2006, respectively. The increase in capitalsz#tivare development costs was the result of #ppogyment of additional resources to
support the development of software products, dsasehe timing of when those products reachelrtelogical feasibility.
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Cash Flows from Financing Activities

In 2008, cash provided by financing activities wasnarily driven by $190.1 of issuances of our commnstock from the exercise of
options and issuance of shares under our 2007 BegplStock Purchase Plan (“ESPMBgtween the time of our acquisition by EMC in Jaw
2004 and June 2007, we did not issue equity awardsr stock to our employees. During this periechployees received stock-based
compensation in the form of EMC stock options aggtricted stock awards and units as a result eitgraade by EMC'’s Board of Directors.
Beginning in June 2007, we granted equity incendiwards under our 2007 Equity and Incentive Plaamiicipation of our IPO. As such, we
had no financing activities in 2006 and $2.8 o#fining activities in 2007 related to the exercisepdions.

Upon adoption of FAS No. 123R on January 1, 20G5hewe included as part of our cash flows fromrfaiag activities the benefit of t
deductions related to stock-based compensatioxdess of the tax benefits expected at the graetafathe related stock-based awards. This
amount is shown as a reduction to cash flows frperating activities and an increase to cash floaffinancing activities. Net cash flows
remain unchanged from what would have been repqried to the adoption of FAS No. 123R.

Future cash proceeds from issuances of common atutkhe excess tax benefit from stock-based cosapien will depend upon and
could fluctuate significantly from period to peribdsed upon the market value of our stock, the meurmbawards exercised, sold or vested, the
tax benefit realized and the tax-affected compémsaecognized.

The above described financing cash inflows werégiroffset by $44.5 of shares repurchased in&t@0cover tax withholding
obligations in conjunction with the net share satttnt upon the vesting of restricted stock.

In 2007, as a result of the completion of our IR@,received net proceeds of $1,035.2 from issuahoer Class A common stock. We
also received net proceeds of $218.3 from theafaderr Class A common stock to Intel Capital in 20@/e used a portion of these proceeds to
pay $350.0 of principal on the intercompany notgaiée owed to EMC. There were no financing casWwslérom financing activities in 2006.

To date, inflation has not had a material impacoonfinancial results.

Off-Balance Sheet Arrangements, Contractual Obligabns, Contingent Liabilities and Commitments
Guarantees and Indemnification Obligations

We enter into agreements in the ordinary courdmisiness with, among others, distributors, resglb86 system vendors and system
integrators. Most of these agreements require uglemnify the other party against third-party elaialleging that one of our products
infringes or misappropriates a patent, copyrighlémark, trade secret and/or other intellectugpnty right. Certain of these agreements
require us to indemnify the other party againstaierclaims relating to property damage, persamaty or the acts or omissions by us, our
employees, agents or representatives. In additiom time to time we have made certain guarantegarding the performance of our systems
to our customers.
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Contractual Obligations

We have various contractual obligations impactinglmuidity. The following represents our contnaat obligations as of December 31,
2008:

Payments Due by Period

Less thar 1-3 35 More than
Total 1 year years @ years @ 5 years
Note payable to EM(® $ 450.( $ — $ — $450.( $ —
Operating lease 376.( 290.t 50.¢ 25.2 270.t
Purchase orde 120.¢ 119.7 1.2 — —
FIN 48® 46.¢ — — — —
Other agreement® 28.1 13.7 9.7 4.7 —
Financing liability related to data cent®r 19.€ — 0.2 0.5 19.1
Total $1,041.¢ $162.¢ $ 61.¢C $480.4 $ 289.¢

(1) Includes payments from January 1, 2010 through Déee 31, 2011

(2) Includes payments from January 1, 2012 through Déee 31, 2013

(3) The note is due and payable in full on or befapril 16, 2012, however, we can pay down the abten earlier date in full or in part at
our election

(4) As of December 31, 2008, we had $46.8 of-current net unrecognized tax benefits under FIN8.are not able to provide
reasonably reliable estimate of the timing of fatpayments relating to these obligatic

(5) Includes various contractual agreements, primaeilgting to royalties and subscriptiol

(6) Relates to an agreement to lease space for a elateer ¢acility. See Note G to our consolidated iicial statement:

Our operating leases are primarily for office spammind the world. While our purchase orders areeg@ly cancelable without penalty,
certain vendor agreements provide for percentageebeancellation fees or minimum restocking chabgased on the nature of the product or
service.

Critical Accounting Policies

Our consolidated financial statements are basdti@selection and application of generally acceptambunting principles that require us
to make estimates and assumptions about futurdsetheat affect the amounts reported in our findret@ements and the accompanying notes.
Future events and their effects cannot be detedniith certainty. Therefore, the determination stiraates requires the exercise of judgment.
Actual results could differ from those estimatas] any such differences may be material to ounfifed statements. We believe that the
policies set forth below may involve a higher dego¢ judgment and complexity in their applicatibat our other accounting policies and
represent the critical accounting policies usethépreparation of our financial statements. lfed#nt assumptions or conditions were to
prevail, the results could be materially differ&oim our reported results. Our significant accoogpolicies are presented within Note A to our
consolidated financial statements.

Accounting for Stock Option:

In 2006, we adopted FAS No. 123R, to account focksbased compensation expense. FAS No. 123R sscognizing compensation
costs for all share-based payment awards made pitogees based upon the awards’ estimated granfaiatealue. Additionally, we applied
the provisions of Security and Exchange Commissi@taff Accounting Bulletin No. 107 on Share-BaBagment to our adoption of FAS
No. 123R. Our financial statements include the #dopf FAS No. 123R using the modified prospectiansition method of adoption, whi
does not result in the restatement of results fpoior periods.
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We elected to estimate the fair value of employeeksoption awards and the ESPP using the Blacloi8stoption pricing model. The
determination of the fair value of our share-bgsagment awards on the date of grant using the Biatioles option pricing model is affected
by our stock price, as well as assumptions reggrdinumber of subjective variables. These variablgade the expected stock price volatility
over the term of the awards, the risk-free interat associated with the expected term of the @dsyaxpected dividends and actual and
projected employee stock option exercise behavibasy of the assumptions used in the Black-Scholgtion pricing model change
significantly, stock-based compensation expense difégr materially in the future from that recordiedthe current period.

The estimation of stock awards that will ultimatebst requires judgment, and to the extent acasllts or updated estimates differ from
our current estimates, such amounts will be re@bedean adjustment in the period the estimateseaiged. Should our actual forfeitures differ
from our estimates, this could have a material ichpa our financial statements.

Revenue Recognitio

We derive revenues from the licensing of software eelated services. We recognize revenues fowaodt products and related services
in accordance with the American Institute of CetfPublic Accountants’ Statement of Position (SOPRPR, “Software Revenue Recognition,”
as amended. We recognize revenues when persuagiemee of an arrangement exists, delivery hasroeduthe sales price is fixed or
determinable and collectibility is probable. Howewdetermining whether and when some of thesertiteave been satisfied often involves
assumptions and judgments that can have a sigmificgpact on the timing and amount of revenue vpoire

Given the recent economic downturn and global faiercrisis, we have applied additional scruting @amalysis around the collectibility
of transactions with certain customers, including fot limited to those customers in the finansevices, insurance and automotive indus'
and we continue to monitor the appropriatenessiafilished customer credit limits. Our assessmidikadihood of collection is a critical
element in determining the timing of revenue redtigm. We do not record accounts receivable or mleferevenue or recognize revenue
relating to transactions where collectibility istpoobable. We experienced an increase in thessdations in the fourth quarter of 2008. We
recognize such transactions upon cash collectidmeeognize revenue as earned in accordance witreeenue recognition policies.

We recognize license revenues from the sale ofveodt when risk of loss transfers, which is gengnatlon electronic shipment. We
license our software under perpetual licenses titraur direct sales force and through our chanheistributors, resellers, x86 system venc
and systems integrators. We defer revenues relaipgoducts that have shipped into our channél out products are sold through the
channel. We estimate and record reserves for ptedhat are not sold through the channel basedstarizal trends and relevant current
information. We obtain sell-through informationfnadistributors and certain resellers on a montlalgi9and reconcile any estimates, if
necessary, made in the previous month. Historicattyual information has not differed materiallgrfr the related estimate. For our channel
partners who do not report sell-through data, werdd@ne sell-through based on payment of suchibligtrs’ and certain resellers’ accounts
receivable balances and other relevant factorsséftware sold by x86 system vendors and bundi¢id their hardware, unless we have a
separate license agreement with the end user, wesare recognized in arrears upon the receiphdfrig royalty reports. The accuracy of our
reserves depends on our ability to estimate théymtosold through the channels and could haverdfisignt impact on the timing and amount
of revenue we report.

We offer rebates to certain channel partners, waielrecognized as a reduction of revenue atnie tiie related product sale is
recognized. When rebates are based on the senpageeof actual sales, we recognize the costsofebates as a reduction of revenue when
the underlying revenue is recognized. In cases eviedyates are earned if a cumulative level of salashieved, we recognize the cost of the
rebates as a reduction of revenue proportionatieéeh sale that is required to achieve the taiidget.estimated reserves for channel
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rebates and sales incentives are based on chaamtre¢is’actual performance against the terms and condibbttse programs, historical tren
and the value of the rebates. The accuracy of tlessgves for these rebates and sales incentipends on our ability to estimate these items
and could have a significant impact on the timind amount of revenue we report.

With the exception of one of our desktop produats,return policy does not allow end users to repnoducts for a refund. Certain
distributors and resellers may rotate stock whem versions of a product are released. We estimaiteef product returns at the time of sale.
Our estimate is based on historical return ragl$ of inventory held by distributors and resslignd other relevant factors. The accuracy of
these reserves depends on our ability to estinadés seturns and stock rotation among other caitéfrive were to change any of these
assumptions or judgments, it could cause a maiededase or decrease in the amount of revenuevihagport in a particular period. Returns
have not been material to date and have beendamlith our expectations.

Our services revenues consist of software maintsnand professional services. We recognize softmaiatenance revenues ratably
over the contract period. Professional servicesidedesign, implementation and training. Professigervices are not considered essential to
the functionality of our products because theseises do not alter the product capabilities and mayperformed by customers or other
vendors. Professional services engagements fothwincare able to make reasonably dependable esimmhprogress toward completion are
recognized on a proportional performance basisdapen the hours incurred. Revenues on all othafiepsional services engagements are
recognized upon completion. However, if we werelttange any of these assumptions or judgmentsyitl @ause a material increase or
decrease in the amount of revenue that we reparpirticular period.

Our software products are typically sold with saftes maintenance and/or professional services. \fespkxific objective evidence
(“VSOE") of fair value for professional services is basedrughe standard rates we charge for such servibes wold separately. VSOE of f
value for software maintenance services is estagdidy the rates charged in stand-alone salestefage maintenance contracts or the stated
renewal rate for software maintenance includedhénlicense agreement. The revenues allocated wofheare license included in multiple
element contracts represent the residual amouheofontract after the fair value of the other edata has been determined.

Customers under software maintenance agreemengsititfted to receive updates and upgrades on a-&hdrf-available basis. In the
event specific features, entitlements or releasebau of an upgrade or new product have been anedumna not delivered, and customers will
receive that upgrade or new product as part ofi@ptisoftware maintenance contract, a specifiegfage is deemed created and product
revenues are deferred on purchases made aftentiogircement date until delivery of the upgradeesv product. The amount and elements to
be deferred are dependent on whether the compangstablished VSOE of fair value for the upgradeew product. VSOE of fair value of
these upgrades or new products is established lpgedthe price set by management. We have a yistaelling these upgrades or new
products on a stand-alone basis. We are requireddizise judgment in determining whether VSOEteXisr each undelivered element based
on whether our pricing for these elements is sigffity consistent with the sale of these elementa stand-alone basis. This could cause a
material increase or decrease in the amount ohrtevéhat we report in a particular period.

Capitalized Software Development Costs

Costs related to R&D are generally charged to espes incurred. Capitalization of material develepttosts of software to be sold,
leased, or otherwise marketed are subject to dapitian beginning when our products’ technologifessibility has been established, which is
at the earlier of completion of a detailed prodiesign or a working model, and ending when the yebis available for general release, in
accordance with the provisions of Financial AccingnStandard No. 86, “Accounting for the Costs offputer Software to be Sold, Leased,
or Otherwise Marketed” (“FAS No. 86"). Judgmentésgjuired in determining when
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technological feasibility of a product is estabdidhChanges in judgment as to when technologieailidity is established, or changes in our
business, including our go-to-market strategy, \@diklely materially impact the amount of costs ¢ajized. For example, if the length of time
between technological feasibility and general @ity is less in the future, the amount of casipitalized would likely decrease. In addition,
our R&D expenses and amounts capitalized as sadtdewelopment costs may not be comparable to arrquenpanies due to differences in
judgment as to when a detailed product designveor&ing model has been completed or differencgadgment regarding when the produc
available for general release. FAS No. 86 requaresial amortization expense of capitalized softwdareslopment costs to be the greater o
amounts computed using the ratio of current gregsnue to a products’ total current and anticipa¢eenues, or the straight-line method over
the product’s remaining estimated economic life date, we have amortized these costs using thigtgtlane method as it is the greater of the
two amounts. The ongoing assessment of the reduiligraf these costs requires considerable judgnbgrmanagement with respect to certain
external factors such as anticipated future reveesténated economic life, and changes in soft@arcehardware technologies. Changes in the
periods over which we actually generate revenugiseoamounts of revenues generated could resaitierially different amounts of
amortization.

Amounts capitalized under FAS No. 86 are primaiated to salaries and stock-based compensationragmployees. Because of the
significant judgment necessary in applying FAS B, our internal measurements of performance, distuour cash bonus programs, are
based on results excluding the net effect of anscapitalized and amortized pursuant to FAS No. 86.

Asset Valuatior

Asset valuation includes assessing the recordegt\alcertain assets, including accounts receivaltheer intangible assets, and good\
We use a variety of factors to assess valuatigpemniding upon the asset. Accounts receivable aleatea based upon the creditworthiness of
our customers, historical experience, the ageefelceivable and current market and economic dongitShould current market and econo
conditions deteriorate, our actual bad debt expedeould exceed our estimate. Other intangibletasse evaluated based upon the expected
period during which the asset will be utilized,doasted cash flows, changes in technology andmestdemand. Changes in judgments on any
of these factors could materially impact the valfithe asset. Our goodwill valuation is based upaliscounted cash flow analysis. The
analysis considers estimated revenue and expeosghgrates. The estimates are based upon our icitexperience and projections of future
activity, considering customer demand, changesdhriology and a cost structure necessary to acttievelated revenues. Changes in
judgments on any of these factors could materiailyact the value of the ass

Accounting for Income Taxe:

In calculating our income tax expense, managenuelgiment is necessary to make certain estimatepidgchents for financial statement
purposes that affect the recognition of tax assetkliabilities.

In order for us to realize our deferred tax asse¢smust be able to generate sufficient taxablermein those jurisdictions where the
deferred tax assets are located. We record a vahualtowance to reduce our deferred tax assetset@mount that is more likely than not to be
realized. We consider future market growth, foremdearnings, future taxable income, and prudetif@asible tax planning strategies in
determining the need for a valuation allowancehinevent we were to determine that we would nalie to realize all or part of our net
deferred tax assets in the future, an adjustmethietaleferred tax assets would be charged to egrininthe period in which we make such
determination. Likewise, if we later determine thas more likely than not that the net deferrad &ssets would be realized, we would reverse
the applicable portion of the previously provideduation allowance.

We calculate our current and deferred tax provibiased on estimates and assumptions that cout éliffim the actual results reflected
in income tax returns filed during the subseques@ryAdjustments based on filed returns are gegeradorded in the period when the tax
returns are filed.
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The amount of income tax we pay is subject to augjtfederal, state and foreign tax authoritiesctvimay result in proposed
assessments. Our estimate of the potential outéonasmy uncertain tax issue is highly judgmentak Wélieve we have adequately providec
any reasonably foreseeable outcome related to thatters. However, our future results may incluamefable or unfavorable adjustments to
our estimated tax liabilities in the period theesssnents are made or resolved, audits are closeleor statutes of limitation on potential
assessments expire. Additionally, the jurisdictionahich our earnings or deductions are realizeg whiffer from our current estimates. As a
result, our effective tax rate may fluctuate sigraiftly on a quarterly basis.

We do not provide for a U.S. income tax liability ondistributed earnings of our foreign subsid®riehe earnings of non-U.S.
subsidiaries, which reflect full provision for n&hS. income taxes, are indefinitely reinvestedon+4u.S. operations or will be remitted
substantially free of additional tax.

Income taxes are calculated on a separate taxreasis, although we are included in the consadigdx return of EMC. The difference
between the income taxes payable that is calcutaieaiseparate return basis and the amount acpeithto EMC pursuant to our tax sharing
agreement with EMC is presented as a componerddifianal paid-in capital.

New Accounting Pronouncements

We adopted Financial Accounting Standards (“FASS) l57, “Fair Value Measurements” (“FAS No. 1571) éanuary 1, 2008. FAS
No. 157 defines fair value, establishes a methagpolor measuring fair value and expands the redudisclosure for fair value measureme
The adoption of FAS No. 157 did not have a mateémgiact on our financial position and results oéigtions. In February 2008, the Financial
Accounting Standards Board (“FASB”) issued FASBffSasition No. FAS 157-2, “Effective Date of FASBatement No. 157" (“FSP FAS
No. 15%-2"), which delays the effective date of FAS No7Xsom 2008 to 2009 for non-financial assets ang-fiwancial liabilities, except for
items that are recognized or disclosed at fairevauthe financial statements on a recurring b@giteast annually). Although we will continue
to evaluate the application of FAS 157-2, we doawtently believe adoption will have a materiapiet on our financial position and results
of operations.

In December 2007, the FASB issued FAS No. 141Rs $tatement establishes principles and requirenfiemtew the acquirer in a
business combination (i) recognizes and measuris fimancial statements the identifiable assetpiaed, the liabilities assumed, and any
noncontrolling interest in the acquiree, (ii) rentagps and measures the goodwill acquired in thenbas combination or a gain from a bargain
purchase, and (iii) determines what informatioulisxlose to enable users of the financial statesn@en¢valuate the nature and financial effects
of the business combination. We adopted FAS NoR14&hich is effective for fiscal years beginningeafDecember 15, 2008. The impact of
the standard on our financial position and resafligperation will be dependent upon the numbemaf magnitude of acquisitions that are
consummated subsequent to adoption.

In December 2007, the FASB issued FAS No. 160, ‘@éatrolling Interests in Consolidated Financialt&taents—an amendment of
ARB No. 51" (“FAS No. 160"). The objective of thigatement is to improve the relevance, compargbditd transparency of the financial
information that a reporting entity provides indtensolidated financial statements by establishtapunting and reporting standards for the
noncontrolling interest in a subsidiary and therefdeconsolidation of a subsidiary. FAS No. 166fisctive for fiscal years beginning after
December 15, 2008. We do not expect the standdrdvie a material impact on our financial positiod sesults of operations.

In April 2008, the FASB issued a new position ong-Mo. 142-3 titled “Determination of the Useful &ibf Intangible AssetsIt amend:
the factors that should be considered in develogngwal or extension assumptions used to deterth@naseful life of a recognized intangible
asset under FAS No. 142, “Goodwill and Other InthlegAssets.” The intent is to improve the congisiebetween the useful life of a
recognized
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intangible asset under FAS No. 142 and the peri@kpected cash flows used to measure the faievafithe asset under FAS No. 141R,
“Business Combinations”, and other U.S. generalyepted accounting principles. This position igefffve for financial statements issued for
fiscal years beginning after December 15, 2008, iat&dim periods within those fiscal years. We @b @xpect the standard to have a material
impact on our financial position and results of rapiens.

In November 2008, the FASB ratified EITF Issue R8-7, “Accounting for Defensive Intangible Asse(€ITF 08-7"). EITF 08-7
applies to defensive intangible assets, which eggiged intangible assets that the acquirer doesmtend to actively use but intends to hold to
prevent its competitors from obtaining access émthAs these assets are separately identifiablés B8-7 requires an acquiring entity to
account for defensive intangible assets as a sepan# of accounting. Defensive intangible assatst be recognized at fair value in
accordance with FAS No. 141R and FAS No. 157. E)8F is effective for defensive intangible assetpuired in fiscal years beginning on or
after December 15, 2008. The impact of the standarodur financial position and results of operatigt be dependent upon the type of
acquisitions that are consummated subsequent ftiado

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK
Foreign Exchange Risk

International revenues as a percentage of totalhness were 48% in 2008, 46% in 2007 and 44% in . 2006 revenue contracts are
denominated in U.S. Dollars and the vast majoritgur purchase contracts are denominated in U.8af30A portion of our cost of revenues,
primarily the cost of personnel to deliver techhiggpport on our products and professional sery@ed a portion of our operating expenses
related to sales and sales support and researateaetbpment, are denominated in foreign currengiesarily the Euro, the British Pound,
the Canadian Dollar, the Australian Dollar, theizmdRupee, and the Japanese Yen. These costsearebthiting effect on operating income
exposed to foreign exchange rate fluctuations. Upmsolidation, as exchange rates vary, operatipgreses may differ materially from
expectations. For example, the amount of our opegréease commitments may fluctuate in responshaémges in the exchange rate between
the U.S. Dollar and foreign currencies as sevdralio operating leases are payable in foreign cwaies.

We do not hedge our exposure to foreign currengtdiation. As a result of fluctuations in the exupa rates between the U.S. Dollar
foreign currencies, operating income was negatiirefyacted by $10.6 million in 2008, $18.6 millian2007 and $2.8 million in 2006. Based
upon planned spending in 2009, if the Dollar weakkby 10% in 2009 in relation to the Euro, theiBhitPound, the Japanese Yen, the Indian
Rupee, the Australian Dollar, and the Canadianddpthis would result in additional expense of appnately $35 million.

Interest Rate Risl

Our exposure to market risk relates primarily te #ariable interest obligation on the note we inedito fund an $800.0 million dividend
to EMC Corporation. The dividend was declared inilA2007, but given retroactive effect as of Decem®1, 2006. The note may be repaid,
without penalty, at any time. Subsequent to reogithe proceeds from our IPO in August 2007, waice$350.0 million of principal on the
note. No repayments of principal were made durid@82 The note matures in April 2012 and bears tarést rate of the 96ay LIBOR plus 5
basis points, with interest payable quarterly irears. The interest rate on the note resets qlyaated is determined on the two business days
prior to the first day of each fiscal quarter. Thierest rate on the note payable as of Decemhe2(B was 4.43%, and the weighted-average
interest rate on the note payable for 2008 was%.Me expect our interest expense on the note p@ya@becrease in the first quarter of 2009
as a result of an approximately 245 basis pointesse in the first quarter interest rate from #te used in the fourth quarter of 2008. If the
interest rate on the note payable were to chanQdasis points from the December 31, 2008 rateaaedming no payments on the principal
were made during 2009, our annual interest expenséd change by $4.5 million.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of VM&dnc.:

In our opinion, the consolidated financial statetadisted in the accompanying index present fairlyall material respects, the financial
position of VMware, Inc. and its subsidiaries acBmber 31, 2008 and 2007, and the results of tipeirations and their cash flows for each of
the three years in the period ended December 3B @0conformity with accounting principles genéraccepted in the United States of
America. In addition, in our opinion, the financ&htement schedule listed in the accompanyingxipdesents fairly, in all material respects,
the information set forth therein when read in aoction with the related consolidated financiatestaents. Also in our opinion, the Company
maintained, in all material respects, effectiveinal control over financial reporting as of Decem®1, 2008, based on criteria established in
Internal Control—Integrated Framework issued byGoenmittee of Sponsoring Organizations of the TweadCommission (“COSO”). The
Company’s management is responsible for thesediabstatements and financial statement schedatenintaining effective internal control
over financial reporting, and for its assessmerhefeffectiveness of internal control over finaheceporting, included in ManagemenRepor
on Internal Control over Financial Reporting appegaunder Item 9A. Our responsibility is to expregsnions on these financial statements
the financial statement schedule, and on the Coyipamternal control over financial reporting basadour audits (which was an integrated
audit in 2008). We conducted our audits in accordanith the standards of the Public Company Acdagrdversight Board (United States).
Those standards require that we plan and perfoenadldits to obtain reasonable assurance about erttéti financial statements are free of
material misstatement and whether effective infecoatrol over financial reporting was maintainedail material respects. Our audits of the
financial statements included examining, on ahkests, evidence supporting the amounts and disessu the financial statements, assessing
the accounting principles used and significantesttes made by management, and evaluating the bfieaaicial statement presentation. Our
audit of internal control over financial reporting-luded obtaining an understanding of internalta@rover financial reporting, assessing the
risk that a material weakness exists, and testigeaaluating the design and operating effectiveoéternal control based on the assessed
risk. Our audits also included performing such oftrecedures as we considered necessary in thewitances. We believe that our audits
provide a reasonable basis for our opinions.

A company’s internal control over financial repogiis a process designed to provide reasonablezassuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantegenerally accepted accounting princip
A companys internal control over financial reporting inclesddose policies and procedures that (i) pertathéanaintenance of records tha
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany, (ii) provide reasonable assurance
that transactions are recorded as necessary tatggaparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company, and (iii) provide reasdeassurance regarding prevention or timely dietectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzareaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, California
February 20, 2009
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VMware, Inc.

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

December 31,
2008 2007
ASSETS
Current assett
Cash and cash equivalel $1,840,81:  $1,231,16!
Accounts receivable, less allowance for doubtfulants of $1,690 and $1,6! 338,01« 283,82
Deferred tax asset, current porti 44 ,57: 54,38¢
Income taxes receivable from EN 111,05( —
Other current asse 55,63¢ 33,95¢
Total current asse 2,390,08! 1,603,33
Property and equipment, r 418,21 276,98
Other assets, n 134,55 71,69¢
Deferred tax asset, net of current pori 68,28( 72,24¢
Intangible assets, n 56,98 32,07:
Goodwill 771,08t 639, 36¢
Total asset $3,839,200  $2,695,70I
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 88647 $ 61,50
Accrued expense 197,58( 171,77(
Due to EMC, ne 33,40: 2,75¢
Income taxes payab 15,76 68,82:
Deferred revenue, current porti 544,35! 363,31
Total current liabilities 879,75( 668,17.
Note payable to EM( 450,00( 450,00(
Deferred revenue, net of current port 325,63« 189,47¢
Deferred tax liability 47,82t 27,32
Other liabilities 65,92¢ 20,10¢
Total liabilities 1,769,13 1,355,08:
Commitments and contingencies (see Nol
Stockholder equity:
Class A common stock, par value $.01; authoriz68@000 shares; issued and outstanding 90,448 and
82,924 share 904 82¢
Class B convertible common stock, par value $.Qfh@rized 1,000,000 shares; issued and outstandi
300,000 share 3,00(¢ 3,00(¢
Additional paic-in capital 1,836,51. 1,352,78i
Retained earnings (accumulated defi 229,65( (16,000
Total stockholder equity 2,070,06 1,340,61
Total liabilities and stockholde’ equity $3,839,200  $2,695,70I

The accompanying notes are an integral part o€dimsolidated financial statements.
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VMware, Inc.

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

For the Year Ended December 31,

2008 2007 2006
Revenues
License $1,178,14. $ 905,36¢ $491,90:
Services 702,88! 420,44: 212,00:
1,881,02 1,325,81. 703,90:
Operating expense
Cost of license revenu 88,15¢ 80,87¢ 59,20:
Cost of services revenu 215,94¢ 137,79¢ 64,18(
Research and developmt 429,20« 285,94 151,95
Sales and marketir 654,08: 450,19¢ 238,32
General and administrati\ 181,11( 135,66( 69,60
Operating incomi 312,52! 235,34: 120,63¢
Investment incom 28,30: 22,94 2,497
Interest income (expense) with EMC, (18,316 (17,759 293
Other expense, n (3,225 (48) (882)
Income before income tax 319,28! 240,47¢ 122,54
Income tax provisiol 29,15: 22,34: 36,83
Income before cumulative effect of a change in antiag principle 290,13: 218,13 85,71t
Cumulative effect of a change in accounting priteipet of tax of $10 — — 17¢
Net income $ 290,13: $ 218,13 $ 85,89(
Net income per weight-average share, basic for Class A and Clas
Income per share before cumulative effect of a ghan accounting principl $ 0.7¢ $ 0.62 $ 0.2¢
Cumulative effect of a change in accounting prikec — — —
Net income per shal $ 0.7% $ 0.62 $ 0.2€¢
Net income per weight-average share, diluted for Class A and Clas
Income per share before cumulative effect of a ghan accounting principl $ 0.7 $ 0.61 $ 0.2¢
Cumulative effect of a change in accounting pritec — — —
Net income per shal $ 0.7¢ $ 0.61 $ 0.2¢
Weightec-average shares, basic for Class A and Clz 385,06¢ 350,49: 332,50(
Weighte(-average shares, diluted for Class A and Cla 397,18! 359,18¢ 332,50(

The accompanying notes are an integral part o€dmsolidated financial statements.
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VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Cash flows from operating activities:
Net income

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

Depreciation and amortizatic
Stoclk-based compensation, excluding amounts capita
Excess tax benefits from st-based compensatic
Other adjustment
Changes in assets and liabilities, net of acqaisiti
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
Deferred revenu
Net cash provided by operating activit
Cash flows from investing activities:
Additions to property and equipme
Purchase of headquatrters facilities from E
Capitalized software development cc
Purchase of lor-term investmen
Business acquisitions, net of cash acqu
Decrease (increase) in restricted ¢
Net cash used in investing activiti
Cash flows from financing activities:
Proceeds from issuance of common si
Excess tax benefits from st-based compensatic
Shares repurchased for tax withholdings on vesifrrgstricted stoc
Repayment of note payable to EN
Net cash provided by financing activiti
Net increase in cash and cash equival
Cash and cash equivalents at beginning of the g
Cash and cash equivalents at end of the pi

Supplemental disclosures of cash flow information
Cash paid for intere:
Cash paid for taxe

Non-cash items:

Changes in capital additions, accrued but not
Capitalization of facilities under financing leasansactior
Dividends declared via note payable to El

Fair value of stock options issued in acquisit

For the Year Ended December 31,

2008 2007 2006
$ 290,13. $ 218,137 $ 85,89(
158,62t 104,02" 66,57-
166,51¢ 92,40¢ 51,22¢
(85,776) — —
8,66: (167) 8,77¢
(52,52 (88,96¢) (97,99:)
(21,910 (977) (9,076)
40,34 5,00¢ (48,36%)
7,71% 15,57/ 31,76
18,22¢ 61,62( 60,90«
(111,05() — —
26,62 (17,815 (6,006)
38,90¢ (78,48¢) (21,88%)
315,63 242,08: 158,05¢
800,13 552,43 279,86
(191,59() (136,39Y) (52,572
— (132,56) —
(90,900) (47,73%) (32,529)
(1,750 — —
(138,56 (82,53%) (46,547)
92¢ (4,466) (10,74¢)
(421,88) (403,69)  (142,38)
190,10 1,256,29: —
85,77t — —
(44,487 — —
— (350,00() —
231,40 906,29 —
609,64 1,055,03. 137,48:
1,231,16i 176,13 38,65:
$1,840,81:  $1,231,16; $ 176,13
$ 2018 $ 19997 $ 481
$ 7454¢ $ 11841 $ 64,07«
$ 19566 $ @ — -
$ 19077 $ @ — $  —
$ — $ — $ 800,00
$ 238 $ @ — $  68¢

The accompanying notes are an integral part o€dmsolidated financial statements.
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VMware, Inc.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DE FICIT)
(in thousands)

Class B Retained o
Class A Convertible Additional Earnings Stockholders
Common Stock Common Stock (Accumulated
Paid-in Deferred Equity
Shares Par Value Shares  Par Value Capital Compensatior Deficit) (Deficit)
Balance, January 1, 20! 32,50( $ 32t 300,00 $ 3,000 $ 560,64 $ (110,24H $ — $ 453,82¢
Cumulative effect of change in accounting princ — — — — 1,06( — — 1,06(
EMC stock options issued in acquisitic — — — — 68¢ — — 68¢
Stocl-based compensatic — — — — 60,00¢ — — 60,00¢
Reclassification of deferred compensat — — — — (110,14% 110,14! — —
Charge from tax sharing arrangement (see Not — — — — (32,28¢) — — (32,28¢)
Dividends declare: — — — — (479,97)) — (320,02) (800,000
Net income — — — — — — 85,89( 85,89(
Balance, December 31, 20 32,50( 32E  300,00( 3,00( — — (234,13) (230,813
Issuance of Class A common stock in IPO, net of
underwriter fees of $60,530 and other issuance
costs of $4,78 37,95( 38C — — 1,034,85. — — 1,035,23
Issuance of Class A common stock to Intel Capited
of issuance costs of $2( 9,50( 95 — — 218,20! — — 218,30(
Issuance of restricted stock, net of cancellat 2,97¢ 29 — — (29) — — —
Stocl-based compensatic — — — — 102,29( — — 102,29(
Charge from tax sharing arrangement (see Not — — — — (2,537) — — (2,537)
Net income — — — — — — 218,13 218,13°
Balance, December 31, 20 82,92« 82¢  300,00( 3,000 1,352,78! — (16,000 1,340,61
Proceeds from issuance of common si 8,247 82 — — 190,02! — — 190,10°
Issuance of stock options in acquisit — — — — 2,38¢ — — 2,38¢
Issuance of restricted stock, net of cancellat 104 1 — — 1) — — —
Shares repurchased for tax withholdings on vesifng
restricted stocl (827) 8) — — 8 — (44,48) (44,487
Stocl-based compensatic — — — — 190,62: — — 190,62:
Excess tax benefits from stc-based compensatic — — — — 85,77¢ — — 85,77¢
Credit from tax sharing arrangement (see Not — — — — 5,24: — — 5,24:
Capital contribution by EMC (see Note — — — — 9,66¢ — — 9,66¢
Net income — — — — — — 290,13: 290,13
Balance, December 31, 20 90,44¢ % 904 300,000 $ 3,000 $1,83651 $ — $ 229,65( $ 2,070,06

The accompanying notes are an integral part o€dimsolidated financial statements.
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A. The Company and Summary of Significant Accountig Policies
Company and Background

VMware, Inc. (“VMware” or the “Company”) is the ldiag provider of virtual infrastructure softwardwtions from the desktop to the
data center. VMware’s virtual infrastructure softezgolutions run on industry-standard desktopssanders and support a wide range of
operating system and application environments,elas networking and storage infrastructures.

Initial Public Offering

In August 2007, VMware completed its initial pubtiffering (the “IPO”) in which the Company sold 980,000 shares (including
4,950,000 shares pursuant to the underwritersefdircise of their over-allotment option) of itsa€% A common stock at a price to the public
of $29.00 per share. The net proceeds of the IRBet@ompany were $1,035.2 million after deducthmyoffering expenses and underwriters’
discounts (see Note K). As of December 31, 2008CEBbrporation (“EMC”) holds approximately 30% of \Wire's Class A common stock
and 100% of VMware's Class B common stock, repriésgrapproximately 84% of VMware’s outstanding coomstock and 98% of the
combined voting power of VMware’s outstanding conmstock. As a result, EMC continues to control@mmpany and is able to exercise
control over all matters requiring stockholder apmad, including the election of directors and apalof significant corporate transactions.

Accounting Principles

The financial statements and accompanying noteprapared in accordance with accounting princigksserally accepted in the United
States of America.

Basis of Presentatiol

VMware historically has received, and continuessizeive, certain administrative services from EM@J VMware and EMC engage in
certain intercompany transactions. The consolidfiteshcial statements include expense allocationgértain corporate functions provided to
VMware by EMC. These allocations were based omedts of the level of effort or resources incuwacdehalf of VMware. Additionally,
certain other costs incurred by EMC for the diteenefit of VMware, such as rent, salaries and henefus an estimated arm’s-length mark-
up, have been included in VMware’s financial statats. Management believes the assumptions undgtlgenfinancial statements and the
above allocations are reasonable. However, givattitiese intercompany transactions did not ar@®a fransactions negotiated at arm’s-length
with an unrelated third party, the financial sta¢ets included herein may not necessarily reflestlts of operations, financial position, and
cash flows had VMware engaged in such transactigtisan unrelated third party during all periodeg®nted. Accordingly, VMware’s
historical financial information is not necessairitgicative of what the Compars/results of operations, financial position, ortcéigws will be
in the future if and when VMware contracts at areisgth with independent third parties for the g=s the Company has received and
currently receives from EMC.

Prior period financial statements have been reified4o conform to current period presentation.

Principles of Consolidatior

The consolidated financial statements include tw®ants of VMware and its subsidiaries. All interquany transactions and balances
between VMware and its subsidiaries have been ditad. All intercompany transactions with EMC ie ttonsolidated statements of cash
flows will be settled in cash, and changes in tttercompany balances are presented as a compdreagioflows from operating activities.
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Use of Accounting Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make
estimates and assumptions that affect the repartexiints of assets and liabilities, the reporteduantsoof revenues and expenses during the
reporting periods, and the disclosure of contingessets and liabilities at the date of the findrst@ements. Estimates are used for, but not
limited to, receivable valuation, certain accruiatbilities, useful lives of fixed assets, valuatimnacquired intangibles, income taxes, stock-
based compensation, and contingencies. Actualtsesolild differ from those estimates.

Revenue Recognitio

VMware derives revenues from the licensing of safevand related services. VMware recognizes reefunesoftware products and
related services in accordance with the Americatitlite of Certified Public Accountants’ StatemehPosition (“SOP”) 97-2, “Software
Revenue Recognition,” as amended. VMware recogmeaemues when persuasive evidence of an arrangemxists, delivery has occurred,
the sales price is fixed or determinable, and ctibdity is probable.

The following summarizes the major terms of VMwareodntractual relationships with customers andrieaner in which VMware
accounts for sales transactions.

License revenues
VMware recognizes revenues from the sale of soffwaren risk of loss transfers, which is generafipruelectronic shipment.
VMware licenses its software under perpetual liesrthrough its direct sales force and throughhigsael of distributors, resellers, x86
system vendors, and systems integrators. VMwarersleévenues relating to products that have shipgedts channel until its products are
sold through the channel. VMware obtains sell-tigioinformation from distributors and certain resedlon a monthly basis. For VMware’s
channel partners who do not report sell-through,ddMware determines sell-through based on paymwiestich distributors’ and certain
resellers’ accounts receivable balances and otievant factors. For software sold by x86 systendees that is bundled with their hardware,
unless the Company has a separate license agreetitietite end user, revenue is recognized in asrepon the receipt of binding royalty
reports.
For all sales, VMware uses one of the followingémstitute evidence of an arrangement:
* apurchase order or equivale
» alicense agreement and a purchase order or egoity
» alicense agreement which includes language tleagheement also serves as the purchase orc
* amaster agreement and a binding royalty re|

Sales through distributors and resellers are ecigltiby a master distribution agreement, togethtr pirchase orders or equivalent, on a
transaction-by-transaction basis.

With the exception of one of VMware’s desktop proy VMware’s return policy does not allow end sserreturn products for a
refund. Certain distributors and resellers mayteoséock when new versions of a product are reteagglware estimates future product retu
at the time of sale. VMware’s estimate is basegiistorical return rates, levels of inventory hejddistributors and resellers, and other relevant
factors. Returns have not been material to datéhamd been in line with the Company’s expectations.
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VMware offers rebates to certain channel partridfisen rebates are based on a set percentage of saless VMware recognizes the ¢
of the rebates as a reduction of revenues wheurttlerlying revenue is recognized. When rebatesamed only if a cumulative level of sales
is achieved, VMware recognizes the cost of thete=bas a reduction of revenues proportionally &mhesale that is required to achieve the
target.

VMware also offers marketing development fundsddain channel partners. VMware records the cotlt@fmarketing development
funds, based on the maximum potential liabilityaagduction of revenues at the time the underlygvgnue is recognized.

Services revenues

Services revenues consist of software maintenamtg@@fessional services. VMware recognizes sofwaaintenance revenues ratably
over the contract period. Professional servicelsideedesign, implementation, and training. Profasal services are not considered essential to
the functionality of VMware’s products as thesevgass do not alter the product capabilities and imayerformed by customers or other
vendors. Professional services engagements fotrwHidware is able to make reasonably dependablmatts of progress toward completion
are recognized on a proportional performance lissed upon the hours incurred. Revenues on alt ptbé&essional services engagements are
recognized upon completion.

Multiple element arrangements

VMware's software products are typically sold wathftware maintenance and/or professional serniéesdor-specific objective
evidence (“WVSOE") of fair value for professionahgees is based upon the standard rates VMwaregekdor such services when sold
separately. VSOE of fair value for software maiaiere services is established by the rates changgdmnd-alone sales of software
maintenance contracts or the stated renewal ratoftware maintenance included in the licenseexgent. The revenues allocated to the
software license included in multiple element cacts represent the residual amount of the coraifgat the fair value of the other elements
been determined.

Customers under software maintenance agreemengsititted to receive updates and upgrades on a-a&hdrf-available basis. In the
event specific features, entitlements, or releaseber of an upgrade or new product have been amedusut not delivered, and customers
receive that upgrade or new product as part ofi@ptisoftware maintenance contract, a specifiegfage is deemed created and product
revenues are deferred on purchases made aftentiogircement date until delivery of the upgradeesv product. The amount and elements to
be deferred are dependent on whether the compangstablished VSOE of fair value for the upgradeew product. VSOE of fair value of
these upgrades or new products is established lipsedthe price set by management. VMware hastarhisf selling these upgrades or new
products on a stand-alone basis.

Deferred revenues include unearned software maintanfees, professional services fees, and lideese

Foreign Currency Translation

The U.S. Dollar is the functional currency of VMwe& foreign subsidiaries. Gains and losses fromifpr currency transactions are
included in other expense, net and were not maiarany period presented.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquigatients with a maturity of 90 days or less atithe of purchase. Cash equivalents
consist of money market funds and time depositsadyfanarket funds are
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considered financial instruments and are subjettteégrovisions of Financial Accounting StandariAS”) No. 157, “Fair Value
Measurements” (“FAS No. 157”). See Note C to VMwsuensolidated financial statements.

Under the terms of various agreements, VMware ésisicted cash included in other current asseto#mer assets, net. The amounts
were not material in any period presented.

Allowance for Doubtful Accounts

VMware maintains an allowance for doubtful accodotsestimated probable losses on uncollectibl®ats receivable. The allowance
is based upon the creditworthiness of VMware’s amgtrs, historical experience, the age of the red¥é/ and current market and economic
conditions. Uncollectible amounts are charged agjaire allowance account.

Property and Equipment, ne

Property and equipment, net are recorded at cegirdaiation commences upon placing the assetwicsesnd is recognized on a
straight-line basis over the estimated useful livkethe assets, as follows:

Buildings 39 to 51 year

Land improvement 15 years

Furniture and fixture 5 years

Equipment 2 to 5 year:

Leasehold improvemen Lease term, not to exceed 5 ye

Upon retirement or disposition, the asset costrataded accumulated depreciation are removed wighgain or loss recognized as
operating expenses in the consolidated stateméimsame. Repair and maintenance costs that dextend the economic life of the
underlying assets are expensed as incurred.

Research and Development and Capitalized Softwaey&opment Cosi

Costs related to research and development (“R&DP8)generally charged to expense as incurred. Qizpiian of material development
costs of software to be sold, leased, or othermiaegketed are subject to capitalization beginningmvtihe Company’s products’ technological
feasibility has been established, which is at #mier of completion of a detailed product desigraavorking model, and ending when the
product is available for general release, in acaoce with the provisions of FAS No. 86, “Accountfiog the Costs of Computer Software to be
Sold, Leased, or Otherwise Marketed.” Judgmerggsired in determining when technological feadipitif a product is established. Changes
in judgment as to when technological feasibilitgsablished, or changes in the Company’s busiimedading VMware’s go-to-market
strategy, would likely materially impact the amowoftosts capitalized. For example, if the lendttime between technological feasibility and
general availability is less in the future, the amtoof costs capitalized would likely decreaseadidition, VMware’s R&D expenses and
amounts capitalized as software development coaysmat be comparable to VMware’s peer companiegadéferences in judgment as to
when a detailed product design or a working modslliieen completed or differences in judgment réggndhen the product is available for
general release. FAS No. 86 requires annual amatidizexpense of capitalized software developmestscto be the greater of the amounts
computed using the ratio of current gross revenwegroducts’ total current and anticipated revenoethe straight-line method over the
product’s remaining estimated economic life. TeegdatMware has amortized these costs using thegbtrine method as it is the greater of the
two amounts. The
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costs are amortized over periods ranging from 1Bitmonths, which represent the product’s remaiestgnated economic life. The ongoing
assessment of the recoverability of these costsnexjconsiderable judgment by management withexdgp certain external factors such as
anticipated future revenue, estimated economicdifel changes in software and hardware technologlenges in the periods over which
VMware actually generates revenues or the amodntssenues generated could result in materiallfedéint amounts of amortization.

Unamortized software development costs were $128I®n and $66.8 million as of December 31, 2008 2007, respectively, and are
included in other assets, net.

For the years ended December 31, 2008, 2007 arfi] X00ware capitalized $113.6 million (including $Z2nillion of stock-based
compensation), $56.8 million (including $9.1 mitliof stock-based compensation), and $43.0 milliocl§ding $10.5 million of stock-based
compensation), respectively, of costs incurredlierdevelopment of software products. These amdwaus been excluded from R&D on the
Company’s accompanying consolidated statementscohie. Amortization expense from capitalized amewas $51.6 million, $36.4 million
and $22.3 million for the years ended Decembe2808, 2007 and 2006, respectively, and are inclunledst of license revenues on the
Company’s accompanying consolidated statementscofie.

Long-Lived Assets

Intangible assets, other than goodwill, are amedtiaver their estimated useful lives, during wtitoh assets are expected to contribute
directly or indirectly to future cash flows, and et range from one to eleven years. In the yeatle@®ecember 31, 2008, 2007 and 2006,
VMware amortized $17.5 million, $25.7 million, as@5.5 million, respectively, for intangible assets.

VMware reviews long-lived assets for impairmentagctordance with FAS No. 144 “Accounting for Impaémb or Disposal of Long-
Lived Assets.” VMware reviews annually for impaimmgor more frequently if events or changes in bess circumstances indicate that the
carrying amounts of the assets may not be fullpverable or that the useful lives of these asseta@longer appropriate.

Goodwill is carried at its historical cost. VMwaests goodwill for impairment in accordance with$No. 142 “Goodwill and Other
Intangible Assets,” in the fourth quarter of eaelaiyor more frequently if events or changes inutirstances indicate that the asset might be
impaired.

To date, there have been no impairments of goodwither intangible assets.

Advertising

Advertising production costs are expensed as iedurkdvertising expense was $9.4 million, $2.5imrilland $1.6 million in the years
ended December 31, 2008, 2007 and 2006, respsctivel

Income Taxes

Income taxes as presented herein are calculatadseparate tax return basis, although VMware isidtezi in the consolidated tax return
of EMC. Deferred tax liabilities and assets aregetzed for the expected future tax consequencesaits that have been included in the
financial statements or tax returns. Deferred i@hilities and assets are determined based oniffieesthce between the tax basis of assets and
liabilities and their reported amounts using endtte rates in effect for the year in which thdetiénces are expected to
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reverse. Tax credits are generally recognizedasct®ns of income tax provisions in the year inchtthe credits arise. The measurement of
deferred tax assets is reduced by a valuation atew if, based upon available evidence, it is rikedy than not that some or all of the
deferred tax assets will not be realized.

VMware does not provide for a U.S. income tax ligobn undistributed earnings of VMware's foreignbsidiaries. The earnings of non-
U.S. subsidiaries, which reflect full provision foon-U.S. income taxes, are currently indefinitelynvested in non-U.S. operations or will be
remitted substantially free of additional tax.

The difference between the income taxes payabtagitalculated on a separate return basis andrttueint actually paid to EMC
pursuant to VMware's tax sharing agreement (see INgtis presented as a component of additionatipaddpital.

Earnings per Share

Basic net income per share is calculated usingvsighted-average number of shares of VMware’s comstock outstanding during the
period. Diluted earnings per share is calculatedguthe weighted-average number of common shachdsdimg the dilutive effect of equity
awards as determined under the treasury stock mheffuw purposes of calculating earnings per shévlyare uses the two-class method. As
both classes share the same rights in dividends; bad diluted earnings per share are the santmfbrclasses.

Comprehensive Income
Comprehensive income is equal to net income.

Concentrations of Risks

Financial instruments, which potentially subject Wite to concentrations of credit risk, consist gipally of cash and cash equivalents
and accounts receivable. Cash on deposit with baxéseds the amount of insurance provided on sepbgits. These deposits may be
redeemed upon demand. VMware places cash and gasfakents primarily in money market funds and terthe amount of investment with
any one issuer. As of December 31, 2008, all of \Avkis domestic money market funds were particigatinthe Temporary Guarantee
Program for Money Market Funds, which is backedHgyU.S. Treasury Department but limited to theba¢ in the money market fund as of
September 19, 2008. The Temporary Guarantee Prdgraioney Market Funds expires on April 30, 200®4ware monitors the money
market portfolio so that investments are placefiimds with dissimilar economic characteristicsréy diversifying the credit risk. In additic
VMware monitors the counterparty risk to ensuregadée diversification amongst the financial ingtdns holding the Company’s funds.

VMware provides credit to distributors, reselleasd certain end user customers in the normal cadrisasiness. Credit is generally
extended to new customers based upon a creditagiariu Credit is extended to existing customergdas ongoing credit evaluations, prior
payment history, and demonstrated financial stgbiGiven the recent economic downturn and glotverfcial crisis, VMware has applied
additional scrutiny and analysis around the calbddy of transactions with certain customers,lirding but not limited to those customers in
the financial services, insurance, and automotidestries, and the Company continues to monitoafipgopriateness of established customer
credit limits. VMware does not record accounts iealgle or deferred revenue or recognize revenusing to transactions where collectibility
is not probable. During the fourth quarter of 20@BJware experienced an increase in transactiongevtiie Company did not believe
collection was probable at the time of sale. Then@any recognizes such transactions upon cash totieand recognizes revenue as earned in
accordance with the Company’s revenue recognit@itips.
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As of December 31, 2008, two distributors accoufite@®2% and 20%, respectively, of VMware’s acceuriceivable balance. As of
December 31, 2007, two distributors accounted 86 2nd 19%, respectively, of VMware’s accounts iredde balance.

One distributor accounted for 18%, 23%, and 29%ewénues in 2008, 2007 and 2006, respectively aanther distributor accounted for
16% and 12% of revenues in 2008 and 2007, resgdgti@ne channel partner accounted for 11% of regerin both 2008 and 2007,
respectively.

Accounting for StockBased Compensation

Prior to the adoption of VMware’s Equity and IndgatPlan in June 2007, VMware employees were goasiteck options for and
restricted stock awards of EMC’s common stock. @muary 1, 2006, FAS No. 123R, “Share-Based Paym&&S No. 123R"), became
effective. The standard requires recognizing coraggon costs for all share-based payment awardg teaeeimployees based upon the awards
estimated grant date fair value. Additionally, VMeapplied the provisions of the Securities andharge Commission’s (the “SEC”) Staff
Accounting Bulletin No. 107 on Share-Based PaynemMware’s adoption of FAS No. 123R. For equityaads made in EMC’s common
stock prior to June 2007, and for equity awardsenatder VMwares Equity and Incentive Plan, all compensation eelab these equity grar
has been included as a component of stockholdgustyefor purposes of presentation within theseaficial statements.

FAS No. 123R was adopted using the modified prasgetransition method. Under the modified prospectransition method, FAS
No. 123R applies to new equity awards and to equitsirds modified, repurchased, or canceled afeeatioption date. Additionall
compensation cost for the portion of awards graptéat to the adoption date for which the requisiéevice has not been rendered as of the
adoption date is recognized as the requisite seigicendered. The compensation cost for thatgrodf awards is based on the grant-date fair
value of those awards as calculated in the pridogero forma disclosures under FAS No. 123, “Aaating for Stock-Based
Compensation” (“FAS No. 123"), as reported by EM®@®e compensation cost for those earlier awardiribated to periods beginning on or
after the adoption date using the attribution métthat was used under FAS No. 123, which was tlagéit-line method. Instead of
recognizing forfeitures only as they occur undeiSHd0. 123, VMware estimates an expected forfeitate which is utilized to determine
VMware’s expense. Deferred compensation which edl#d those earlier awards was eliminated agaduditianal paidin capital in conjunctio
with the adoption of FAS No. 123R.

For stock options, VMware has utilized the Blacki&@es option-pricing model to determine the failueaof VMware’s stock option
awards. For equity-based awards, VMware recogri@egpensation cost on a straight-line basis oveattesrds’ vesting periods for those
awards which contain only a service vesting featbiog awards with performance conditions, managemesiuates the criteria in each gran
determine the probability that the performance d@dwill be achieved.

New Accounting Pronouncemen

VMware adopted FAS No. 157 on January 1, 2008. RAS157 defines fair value, establishes a methagofor measuring fair value
and expands the required disclosure for fair vatgasurements. The adoption of FAS No. 157 did aeéfa material impact on the Company’
financial position and results of operations. Itfeary 2008, the Financial Accounting Standardsr8¢&ASB”) issued FASB Staff Position
No. FAS 15-2, “Effective Date of FASB Statement No. 157" (fF&AS No. 157-2"), which delays the effective daft€AS No. 157 from
2008 to 2009 for non-financial assets and non-fitedriabilities, except for items that are recagpd or disclosed at fair value in the financial
statements on a recurring basis (at least
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annually). Although VMware will continue to evaleahe application of FAS 157-the Company does not currently believe adoptiirhave
a material impact on the Company’s financial positand results of operations.

In December 2007, the FASB issued FAS No. 141 ¢esl/R007), “Business Combinations” (“FAS No. 141Rhis statement establist
principles and requirements for how the acquirea business combination (i) recognizes and measuitsfinancial statements the
identifiable assets acquired, the liabilities assdjrand any noncontrolling interest in the acquif@erecognizes and measures the goodwill
acquired in the business combination or a gain fadmargain purchase, and (iii) determines whatmédion to disclose to enable users of the
financial statements to evaluate the nature arahéiml effects of the business combination. VMwatepted FAS No. 141R, which is effective
for fiscal years beginning after December 15, 200& impact of the standard on VMware’s financiasition and results of operation will be
dependent upon the number of and magnitude of sitiguis that are consummated subsequent to adoption

In December 2007, the FASB issued FAS No. 160, ‘@éatrolling Interests in Consolidated Financialt&taents—an amendment of
ARB No. 51" (“FAS No. 160"). The objective of thigatement is to improve the relevance, compargbditd transparency of the financial
information that a reporting entity provides indtensolidated financial statements by establishtapunting and reporting standards for the
noncontrolling interest in a subsidiary and therefdeconsolidation of a subsidiary. FAS No. 166fisctive for fiscal years beginning after
December 15, 2008. VMware does not expect the atdrtd have a material impact on the Company’sniiied position and results of
operations.

In April 2008, the FASB issued a new position ong-No. 142-3 titled “Determination of the Useful &ibf Intangible Assetslt amends
the factors that should be considered in develongwal or extension assumptions used to deterth@naseful life of a recognized intangible
asset under FAS No. 142, “Goodwill and Other InthlegAssets.” The intent is to improve the consisiebetween the useful life of a
recognized intangible asset under FAS No. 142 hageriod of expected cash flows used to measerfaithvalue of the asset under FAS
No. 141R, and other U.S. generally accepted acowyptinciples. This position is effective for fimaal statements issued for fiscal ye
beginning after December 15, 2008, and interimagaisriwithin those fiscal years. VMware does not ekffee standard to have a material
impact on the Company’s financial position and Hssof operations.

In November 2008, the FASB ratified EITF Issue R8-7, “Accounting for Defensive Intangible Asse(€ITF 08-7"). EITF 08-7
applies to defensive intangible assets, which eggiged intangible assets that the acquirer doesmtend to actively use but intends to hold to
prevent its competitors from obtaining access émthAs these assets are separately identifiablés B8-7 requires an acquiring entity to
account for defensive intangible assets as a sepan# of accounting. Defensive intangible assatst be recognized at fair value in
accordance with FAS No. 141R and FAS No. 157. BO8F is effective for defensive intangible assetpu@red in fiscal years beginning on or
after December 15, 2008. The impact of the standardhe Company'’s financial position and resultspération will be dependent upon the
type of acquisitions that are consummated subsé¢dgoeaoption.

B. Net Income per Share

Basic net income per share is computed by dividieigincome by the weighted-average number of comshanes outstanding during the
period. For purposes of computing basic net incpereshare, the weighted-average number of outstgratiares of common stock excludes
potentially dilutive securities. Diluted net incorper share is computed by dividing net income yweighted-average number of common
shares
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outstanding and potentially dilutive securitiesstanhding during the period. Potentially dilutivegeties include stock options, unvested
restricted stock units, unvested restricted stockrds, and other unvested restricted stock, usiagreasury stock method. Securities are
excluded from the computations of diluted net inegoer share if their effect would be anti-dilutives of December 31, 2008, VMware had
89.5 million shares of Class A common stock and @@fillion shares of Class B common stock outstagdiat were included in the
calculation of basic earnings per share. For p@pos$ calculating earnings per share, VMware useswo<€lass method. As both classes sl
the same rights in dividends, basic and dilutediaegs per share are the same for both classes.

The following table sets forth the computationdasic and diluted net income per share (in thousamdept per share data):

For the Year Ended December 31

2008 2007 2006
Net income $290,13: $218,13 $ 85,89(
Weightec-average shares, basic for Class A and Cls 385,06¢ 350,49: 332,50(
Effect of dilutive securitie 12,11% 8,69¢ —
Weightec-average shares, diluted for Class A and Cla 397,18! 359,18 332,50(
Net income per weight-average share, basic for Class A and Cla $ 0.7 $ 0.62 $ 0.2¢€
Net income per weight-average share, diluted for Class A and Cla $ 0.7: $ 0.61 $ 0.2¢€

For the year ended December 31, 2008, 11.4 miffiook options to acquire VMware Class A commonliseotd 5.4 million shares of
restricted stock were excluded from the dilutedhizays per share calculations because their effealdvhave been anti-dilutive. For the year
ended December 31, 2007, stock options to acqurentlion of VMware Class A common stock were exgd from the diluted earnings per
share calculations because their effect would haes anti-dilutive. For the year ended DecembeBQ6, there was no difference between
basic and diluted earnings per share becausewmsseeno outstanding options to purchase sharedvidfe common stock or other potentie
dilutive securities outstanding.

C. Fair Value Measurements

FAS No. 157 clarifies that fair value is an exiicpr representing the amount that would be receiwesll an asset or paid to transfer a
liability in an orderly transaction between margatticipants. As such, fair value is a market-basedsurement that should be determined
based on assumptions that market participants wasédn pricing an asset or liability. As a basisdonsidering such assumptions, FAS
No. 157 establishes a th-tier value hierarchy, which prioritizes the inputsed in measuring fair value as follows: (Levebb}ervable inputs
such as quoted prices in active markets, (Levei@)ts other than the quoted prices in active ntarttet are observable either directly or
indirectly, and (Level 3) unobservable inputs inieththere is little or no market data, which reggivMware to develop its own assumptions.
This hierarchy requires VMware to use observableketadata, when available, and to minimize theafsgnobservable inputs when
determining fair value.

VMware’s cash and cash equivalents as of Decemhbe2(®8 were $1,840.8 million and included $1,358illion of money market
securities, which are classified within Level 1tloé fair value hierarchy because the securitievateed using quoted prices in active markets
for identical assets. There were no other finarasakts or liabilities carried at fair value abetember 31, 2008.
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D. Business Acquisitions, Goodwill, and Intangibléssets
Business Acquisition:

On July 1, 2008, VMware acquired all of the outdiag capital stock of a privately-held applicatiperformance management software
company with headquarters in San Mateo, Califoranial, principal R&D facilities in Herzliya, Isradthe results of this company’s operations
have been included in VMware’s consolidated finahstatements since that date.

The following table summarizes the estimated falugs of the assets acquired and liabilities asdumthis acquisition as of
December 31, 2008 (in thousands):

Cash $ 21¢
Intangible asset 18,50:
Goodwill 56,48
Assets acquire 2,831
Total liabilities assume (17,209

Total purchase pric $ 60,82¢
Cash consideratic $ 58,43¢
Value of options assume 2,38¢

Total consideratiol $ 60,82¢

In addition to the above acquisition, VMware acqdisix companies during 2008 for aggregate cassideration of $80.3 million, net
cash acquired and including transaction costsofmection with these acquisitions, the Company imeduechnologies that are complement
to VMware’s core virtualization technology. The uits of operations of all acquired companies haenhincluded in VMware’s consolidated
financial statements since their respective actipiisdates. Acquired intangibles totaled $23.9iomil] consisted primarily of purchased
technology, and have a weighted-average estimatefildife of 7.1 years. The excess of the purclpaie over the fair value of the net assets
acquired was $69.9 million and is classified asdyath on the consolidated balance sheet as of Déegr@1, 2008.

The purchase prices for the companies acquire@08 have been allocated to the assets acquiretharidbilities assumed based on
estimated fair values as of the respective aciuisitates. The purchase price allocations may hestedl. On January 1, 2009, VMware
adopted FAS No. 141R, which requires that any &afjests recognized within the measurement periodesn@ded to goodwill. Adjustments
recognized outside the measurement period arededas reductions to VMwaretonsolidated statements of income. While VMwarestho
expect any adjustments to be material, a finalrd@tgtion of required purchase accounting adjustmeill be made upon finalization of
integration activities and resolution of certair tantingencies.

In 2007, VMware acquired four companies for aggtegash consideration of $82.5 million, net of casfuired and including
transaction costs. None of the acquisitions wedévidually material. Acquired intangibles totaleti4s3 million and have a weighted-average
estimated useful life of 6.2 years. The excess@furchase price over the fair value of the nettasacquired was $81.1 million and is
classified as goodwill on the consolidated balastesets, which reflects adjustments in 2008 to ifiegthe purchase price allocation.

Pro forma results of operations have not been pteddor the aforementioned acquisitions as theltesf the acquired companies, eit
individually or in the aggregate, were not matetdéathe Company’s consolidated results of operatiarthe years ended December 31, 2008,
2007 and 2006.
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Goodwill

Changes in the carrying amount of goodwill for ylears ended December 31, 2008 and 2007 consis¢ dbliowing (table in thousand:

For the Year Ended
December 31,

2008 2007
Balance, beginning of the ye $639,36¢ $560,48:
Goodwill acquirec 126,39: 75,84:
Adjustments to purchase price allocatis 5,32¢ 3,041
Balance, end of the ye $771,08t $639,36t

Intangible Assets, ne
Intangible assets, net, excluding goodwill, as eE@mber 31, 2008 and 2007, consist of the followttgdlar amounts in thousands):

Weighted-
Average
Useful Gross Carrying Accumulated
Lives Net Book
2008 (in years) Amount Amortization Value
Purchased technolog 5.3 $ 151,92 $(103,13) $48,787
Trademarks and tradenarr 5.C 7,58( (7,580 —
Customer relationships and customer | 6.8 11,99« (4,629 7,36¢
Other 4.€ 6,61¢ (5,78¢) 832
Total intangible assets, net, excluding good $ 178,11 $(121,13() $56,98:¢
Weighted-
Average
Useful Gross Carrying Accumulated
Lives Net Book
2007 (in years) Amount Amortization Value
Purchased technolog 5.1 $ 115,21( $ (91,85) $23,35!¢
Trademarks and tradenarr 5.C 7,58( (5,14¢) 2,43¢
Customer relationships and customer | 7.2 7,29( (2,88¢) 4,404
Other 5.C 5,66( (3,779 1,88
Total intangible assets, net, excluding good $ 135,74( $(103,66) $32,07¢

Amortization expense on intangibles was $17.5 anilli$25.7 million and $25.5 million in the yearsled December 31, 2008, 2007 and
2006, respectively. Based on intangible assetgdedoas of December 31, 2008 and assuming no sudbsegdditions or impairment of the
underlying assets, the remaining estimated annmattization expense is expected to be as followlsl€tin thousands):

2009
2010
2011
2012
2013
Thereaftel

Total
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E. Property and Equipment, net
Property and equipment, net, as of December 318 260 2007 consist of the following (table in thaods):

December 31

2008 2007

Equipment and softwa $ 284,45¢ $156,64:
Buildings and improvemen 182,11¢ 129,75:
Construction in progres 66,66: 32,097
Furniture and fixture 45,90 30,67¢
Total property and equipme 579,14 349,16¢
Accumulated depreciatic (160,93) (72,189
Total property and equipment, r $418,21: $276,98:

As of December 31, 2008, construction in prograskides $53.3 million related to both costs paréatly by the Company and costs
paid by the builder (lessor) on a leased data cémtdity for which VMware is considered to be tbener for accounting purposes. See No
to VMware’s consolidated financial statements.

Depreciation expense was $89.5 million, $41.9 onlland $18.7 million in the years ended Decembg3@8, 2007 and 2006,
respectively.

During the second quarter of 2008, VMware reviewrd revised the estimated useful lives of certagets after considering (i) the
estimated future benefits the Company expectsdeive from those assets, (ii) the pattern of contion of those benefits, and (jii) the
information available regarding those benefits, praspectively increased the estimated useful lbfeomputers and other related equipment
from 2 years to 3 years to match the length oféhated warranty contracts. In the year ended Dbeerdl, 2008, these changes in estimates
reduced depreciation expense by $10.4 million anceased both basic and diluted earnings per &lya$8.02, from what would have been
reported otherwise in the year ended December@®18.2

In August 2007, VMware used a portion of the né |froceeds to purchase its new headquarters iegifiom EMC for $132.6 million.
F. Accrued Expenses
Accrued expenses as of December 31, 2008 and 20B7st of the following (table in thousands):

December 31,

2008 2007

Salaries, commissions, and bene $105,52¢ $ 93,67¢
Accrued partner liabilitie 52,91« 42,85:
Other 39,137 35,24(
Total $197,58( $171,77(

Accrued partner liabilities referenced in the tadib®ve relate to rebates and marketing developfoedtaccruals for channel partners,
x86 system vendors, and system integrators.
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G. Long-Term Debt
Note Payable to EM(

In April 2007, VMware declared an $800.0 milliorvidiend to EMC paid in the form of a note payableisTdividend was given
retroactive effect as of December 31, 2006. Thaldivd was first applied against retained earnings that was reduced to zero, then applied
against additional paith capital until that was reduced to zero, with tmainder then allocated as a further reductioe@ined earnings. Tl
note matures in April 2012, with interest payalblaerly in arrears commencing June 30, 2007. Mitezast rate resets quarterly and bears an
interest rate of the 90-day LIBOR plus 55 basisitsiThe weighted-average interest rate for thesyeladed December 31, 2008 and 2007 was
4.14% and 5.86%, respectively. In the years endszé@ber 31, 2008 and 2007, $18.6 million and $&6l&n of interest expense was
recorded related to the note payable. The notebmagpaid, without penalty, at any time commendinly 2007. Subsequent to receiving the
proceeds from the IPO in August 2007, VMware refd80.0 million of principal on the note. No repagmis of principal were made during
2008.

Financing Liability Related to Data Center

In April 2008, VMware entered into an agreementetse space for a data center facility. The leaseatterm of 16 years with a
termination option at the end of the tenth year thiedoption to take over additional building spa@iginificant leasehold improvements were
under construction at December 31, 2008 as thdibgihad never been occupied or improved for oceoparior to VMware’s occupation of
the facility.

VMware is considered to be the owner of the corsitsn project for accounting purposes under Emerdgsues Task Force Issue
No. 9%-10, “The Effect of Lessee Involvement in Asset &touction” (“EITF 97-10") as the tenant improvemeate considered structural in
nature and VMware is primarily responsible for st of these improvements.

In accordance with EITF 97-10, VMware capitalizkd fair value of the portion of the building thatgases with a corresponding credit
to a financing liability. The capitalized fair v&was determined using the cost approach, whiclsunes the value of an asset as the cost to
reconstruct or replace it with another asset & likility. As of December 31, 2008, the fair vabfahe building was $19.1 million and the
corresponding financing liability related to thealaenter was approximately $19.8 million. The falue of the building is included in prope
and equipment, net, and the financing liabilitynisluded in other liabilities on the Company’s acg@anying consolidated balance sheet.

H. Income Taxes
The domestic and foreign components of income kgfoovisions for income taxes were as follows @ablthousands):

For the Year Ended December 31,

2008 2007 2006
Domestic $ 63,58¢ $ 42,877 $ 40,56¢
International 255,69’ 197,60: 81,97¢

Total $319,28' $240,47¢ $ 122,54
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VMware’s provision for income taxes consists of tbiéowing (table in thousands):

For the Year Ended December 31,

2008 2007 2006
Federal:
Current $(27,522) $ 86,27¢ $53,10:
Deferred 38,34¢ (74,64() (20,087)
10,82« 11,63¢ 33,01¢
State:
Current (824) 5,41: 3,09¢
Deferred 4,044 (3,84¢€) (2,189
3,22( 1,567 91z
Foreign:
Current 18,59: 9,13¢ 2,90z
Deferred (3,489 — —
15,10¢ 9,13¢ 2,902
Total provision for income taxce $ 29,15: $ 22,34: $ 36,83:

A reconciliation of VMware’s income tax rate to thtutory federal tax rate is as follows:

For the Year Ended December 31,

2008 2007 2006
Statutory federal tax ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 1.C% 0.7% 0.7%
Tax rate differential for international jurisdictie (23.2%) (25.0(%) (21.C%)
U.S. tax credit: (6.7%) (4.5%) (4.€%)
Permanent items and ott 3.1% 3.1% 20.2%
Effective tax rate 9.1% 9.2% 30.1%
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The components of the current and non-current ceffedax assets and liabilities are as follows gablthousands):

December 31,

2008 2007
Deferred Tax Deferred Tax Deferred Tax Deferred Tax
Asset Liability Asset Liability
Current:
Accruals and allowance $ 18,16¢ $ — $ 8,83¢ $ —
Deferred revenu 29,45 — 44,68: —
Net operating loss carryforwar 2,88¢ — 864 —
Valuation allowanct (5,93%) — — —
Total current 44,57: — 54,38¢ —
Non-current:
Property, plant and equipment, | — (16,929 — (571
Intangible and other, ni — (30,899 — (26,75¢)
Stock-based compensatic 34,75¢ — 23,43« —
Deferred revenu 17,11¢ — 44,06¢ —
Tax credit and net operating loss carryforwe 25,86 — 4,743 —
Valuation allowanct (9,459 — — —
Total nor-current 68,28( (47,825 72,24¢ (27,32))
Total deferred tax assets and liabilit $ 112,85: $ (47,82% $ 126,63 $ (27,32)

VMware has federal net operating loss carryforwafd29.2 million from acquisitions in 2008, 2007ds2006. These carryforwards
expire at different periods through 2027. Portiohthese carryforwards are subject to annual litioitss. VMware expects to be able to fully
use these net operating losses against future icAfeo resulting from 2008, 2007 and 2006 acqois#, VMware has state net operating loss
carryforwards of $25.2 million expiring at differigperiods through 2029. A valuation allowance weorded to reduce gross deferred tax
assets to an amount VMware believes is more likedy not to be realized. The valuation allowancatisbutable to the uncertainty regarding
the realization of state tax credit carryforwaraéfits. VMware has non-U.S. net operating losse&l6t8 million resulting from non-U.S.
acquisitions in 2008 and 2007. Certain of theseopetating losses will begin to expire in 2012, ilthers have an unlimited carryforward
period. VMware expects to be able to fully use ¢hest operating losses against future non-U.Snieco

U.S. income taxes have not been provided on ceutadistributed earnings of non-U.S. subsidiarieapgdroximately $426.9 million and
$181.9 million at December 31, 2008 and 2007, rethy, because such earnings are considered teibreested indefinitely outside of the
U.S., and it is not practicable to estimate the @mbof tax that may be payable upon distributisrzome before income taxes from foreign
operations in the years ended December 31, 2008, 23d 2006 was $255.7 million, $197.6 million &82.0 million, respectively.

As of December 31, 2008, VMware had a net incorredeeivable of $111.1 million, which was princilyatomprised of amounts due
from EMC. The receivable arose because VMware retdrad-alone taxable loss for the year ended DeeeB81y 2008, which was primarily
attributable to tax deductions arising from botimoalified stock option exercises and from restdcttck when the restrictions lapsed. Ui
the tax sharing agreement with EMC, EMC is obligdtepay to VMware an amount equal to the tax betredit EMC will recognize on its
consolidated tax return.
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The difference between the income taxes payabtdgitalculated on a separate return basis andrtfuaint actually paid to EMC
pursuant to VMware’s tax sharing agreement is piteskas a component of additional paid-in capithése differences resulted in an increase
in additional paid-in capital of $5.2 million ingtyear ended December 31, 2008 and a decreasdiiioaal paid-in capital of $2.5 million in
the year ended December 31, 2007.

VMware adopted FASB Interpretation No. 48, “Accdngtfor Uncertainty in Income Taxes” (“FIN 48”), dranuary 1, 2007.

As of December 31, 2007, VMware had $18.3 milliémet unrecognized tax benefits, of which, if recizgd, $12.3 million would be a
reduction to income tax expense impacting the &ffeéincome tax rate and $5.9 million would be dugtion to goodwill. As of December 31,
2008, VMware had $46.8 million of net unrecognitax benefits (net of federal tax benefit), of whidhrecognized, $30.1 million would be a
reduction to income tax expense impacting the éffeincome tax rate and $16.7 million would besduction to goodwill. As noted below,
VMware adopted FAS No. 141R on January 1, 200% Aesult, some portion of the $16.7 million will Aeeduction to goodwill if recognized
within the measurement period. Any remaining amahat is recognized outside the measurement perilbte a reduction to tax expense.
The Company cannot reasonably estimate the amthatts/ould be recorded to goodwill and the Compsaignsolidated statement of incol
It is reasonably possible that VMware may pay amaterial amount of the $46.8 million of net unrecizgd tax benefits within the next 12
months. However, based on the status of audit exatiohs and the protocol of finalizing audits sitnot possible to estimate the amount to be
paid within the next 12 months. The $46.8 millidmet unrecognized tax benefits were classified aen-current liability on the consolidated
balance sheet. As discussed in Note A, VMware abpAS No. 141R on January 1, 2009. FAS No. 141Brasithe guidance in FAS
No. 109,“Accounting for Income Taxes” (“FAS No. 109”) andN-48 on the accounting for changes in assumeditieb for acquired income
tax uncertainties. As a result of the amendmehésptanner in which changes in liabilities for ineotax uncertainties are recognized is
consistent with the general requirements of FAS NAR for adjustments during the measurement penbith adjust the accounting for the
business combination, and adjustments outsideeofsasurement period, which do not result in aajasts to the accounting for the business
combination. Accordingly, changes in a liability fan assumed income tax uncertainty will be recoephias an element of the business
combination if the change occurs during the measarg period, or as an adjustment to income taxresgand not as an adjustment to the
accounting for the business combination. This regmés a significant change from the requiremendeuRAS No. 141, “Business
Combinations”and FAS No. 109, before the effective date of FAS Nt1R. Under that literature, changes in liabk#itfor acquired income t
uncertainties were accounted for as an elemetedbtisiness combination, generally as a reduaigoodwill.

VMware recognizes interest expense and penaltiaeckto income tax matters in the income tax miovi. VMware had accrued $0.3
million of interest as of January 1, 2008 and $tifion of interest as of December 31, 2008 asgediavith unrecognized tax benefits. These
amounts are included as components of the $18I®milet unrecognized tax benefits and $46.8 mmilli@t unrecognized tax benefits,
respectively, as noted above. Income tax expenghdoyear ended December 31, 2008 included irttefef.9 million associated with
uncertain tax positions.
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A reconciliation of the beginning and ending amoofgross unrecognized tax benefits, excludingregeassociated with unrecognized
tax benefits, is as follows (table in thousands):

For the Year Ended
December 31,

2008 2007
Balance, beginning of the ye $19,19¢ $ 5,16(
Tax positions related to current ye

Additions 30,08¢ 14,03¢
Tax positions related to prior yea

Additions 503 —
Foreign currency effec (1,387 —
Balance, end of the ye $48,401 $19,19¢

There were no settlements during 2008. Due tortbieeased complexity in international operationsluding judgments in determining
the appropriate tax jurisdictions for revenue axglease items, the Company’s unrecognized tax ksneill likely increase in 2009. The
Company cannot reasonably estimate the increase.

VMware is subject to U.S. federal income tax andotes states, local, and international income tamesimerous jurisdictions.
VMware's domestic and international tax liabilitieee subject to the allocation of revenues andresgeein different jurisdictions and the
timing of recognizing revenues and expenses. Aaltlitly, the amount of income taxes paid is suligthe VMware’s interpretation of
applicable tax laws in the jurisdictions in whitHilies.

VMware’s 2005 and 2006 federal income tax audigsanrgoing and are expected to conclude in 2009 UrSefederal income tax audit
for 2007 and 2008 is expected to commence durif 20Mware has income tax audits in progress inenaus states, local and international
jurisdictions in which it operates. In the VMwargdrnational jurisdictions that comprise a sigmific portion of its operations, the years 1
may be examined vary, with the earliest year b@d@4. Based on the outcome of examinations of VMwtre result of the expiration of
statutes of limitations for specific jurisdictionsthe result of ruling requests from taxing auities, it is reasonably possible that the related
unrecognized tax benefits could change from theserded in the statement of financial positionis fpossible that one or more of these audits
may be finalized within the next twelve months. Hwer, based on the status of examinations, angrtitecol of finalizing audits, it is not
possible to estimate the impact of such changesyif to the previously recorded uncertain tax .

[. 401(k) Plan

Prior to March 2008, VMware employees participatethe EMC Corporation 401(k) Savings Plan (the ‘EMlan”), and EMC cross-
charged VMware for the costs associated with VMwamployees who participated in the EMC Plan.

In 2008, VMware established a defined contributietirement savings program, the VMware Inc. 40Bé&yings Plan (the “VMware
Plan”), which is qualified under Section 401(K)tleé Internal Revenue Code of 1986 (the “Code&hjis plan is available solely to employee:
VMware. In March 2008, VMware employees began pgdting in the VMware Plan and ceased participatiothe EMC Plan. In March
2008, $96.4 million of assets and $1.1 million aftitipant loans were transferred from the EMC Rtdo the VMware Plan.
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VMware has matched pre-tax employee contributigntoous% of eligible compensation during each payoge subject to a $750
maximum match each quarter per employee. Matchingributions are immediately 100% vested. VMwaretdbutions for employees were
$9.0 million, $5.8 million and $3.1 million in theears ended December 31, 2008, 2007 and 2006 ctesghe. Employees may elect to invest
their contributions in a variety of funds. VMwaretgtching contribution mirrors the investment adition of the employee’s contribution.

Beginning January 1, 2009, VMware suspended itspemy match of pre-tax employee contributions.

J. Commitments and Contingencies
Litigation
VMware is named from time to time as a party todaits in the normal course of its business. In siades it is the Company’s policy to
defend against such claims, or if considered apfatey negotiate a settlement on commercially neakke terms. However, no assurance ci
given that the Company will be able to negotiatdesments on commercially reasonable terms, ol abrathat any litigation resulting from

such claims would not have a material adverse effiethe Company’s consolidated results of openatifinancial position, and cash flows, or
consolidated financial statements taken as a whole.

Operating Lease Commitments

VMware leases office facilities and equipment ungimious operating leases. Facility leases geneiradlude renewal options. Rent
expense for the years ended December 31, 2008,8a0D2006 was $38.0 million, $20.2 million and $l#illion, respectively. VMware's
future lease commitments at December 31, 2008safa@laws (table in thousands):

2009 $ 29,49:
2010 26,57
2011 24,20(
2012 14,32:
2013 10,89
Thereaftel 270,53(
Total minimum lease paymer $376,00¢

The amount of the future lease commitments aft&éB26 primarily for the ground lease on VMware’ddPAlto, California headquarters
facilities, which expires in 2057. As several of Midre’s operating leases are payable in foreigreogies, the amount of operating lease
commitments may fluctuate in response to changdiexchange rate between the U.S. Dollar antbtieéggn currencies in which the
commitments are payable.

Outstanding Obligations

At December 31, 2008, VMware had outstanding pwsetaders aggregating $120.9 million. While thechase orders are generally
cancelable without penalty, certain vendor agreasgrovide for percentage-based cancellation fe@simimum restocking charges based on
the nature of the product or service. In additetrDecember 31, 2008, VMware had various contractuamitments aggregating $28.1
million, primarily relating to royalties and subgations.
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Guarantees and Indemnification Obligations

VMware enters into agreements in the ordinary a@ofdusiness with, among others, customers, bligois, resellers, x86 system
vendors, and systems integrators. Most of thesseaggnts require VMware to indemnify the other pagsinst third-party claims alleging that
a VMware product infringes or misappropriates a&pgtcopyright, trademark, trade secret, and/ogratitellectual property right. Certain of
these agreements require VMware to indemnify thergparty against certain claims relating to prgpdamage, personal injury, or the acts or
omissions of VMware, its employees, agents, oraggmtatives.

VMware has agreements with certain vendors, firenostitutions, lessors, and service providerspant to which VMware has agreed
to indemnify the other party for specified mattensch as acts and omissions of VMware, its empkyagents, or representatives.

VMware has procurement or license agreements wghect to technology that is used in VMware’s potsland agreements in which
VMware obtains rights to. Under some of these agee#s, VMware has agreed to indemnify the supfdiecertain claims that may be
brought against such party with respect to VMwaggts or omissions relating to the supplied prosloctechnologies.

VMware has agreed to indemnify the directors arfid@fs of VMware and VMware’s subsidiaries, to théent legally permissible,
against all liabilities reasonably incurred in cention with any action in which such individual mag involved by reason of such individual
being or having been a director or officer. VMwatso indemnifies certain employees who provideiserwith respect to employee benefits
plans, including the members of the VMware 401YyiSgs Plan Committee.

In connection with certain acquisitions, VMware lagseed to indemnify the former directors and effécof the acquired company in
accordance with the acquired company’ddys and charter in effect immediately prior to #wuguisition or in accordance with indemnificat
or similar agreements entered into by the acquicedpany and such persons. VMware typically purchastail” directors’ and officers’
insurance policy, which should enable VMware tooxer a portion of any future indemnification obligas related to the former officers and
directors of an acquired company.

It is not possible to determine the maximum potdraimount under these indemnification agreemerggalthe Company'’s limited
history with prior indemnification claims and theigue facts and circumstances involved in eachiquéar agreement. Historically, payments
made by the Company under these agreements habhadet material effect on the Company’s consolitlagsults of operations, financial
position, or cash flows.

K. Stockholders’ Equity
Initial Public Offering

In August 2007, VMware completed its IPO in whibtle Company sold 37,950,000 shares (including 408®&0shares pursuant to the
underwriters’ full exercise of their over-allotmeayition) of its Class A common stock at a pricé® public of $29.00 per share. The net
proceeds of the IPO to the Company were $1,035IBmafter deducting the offering expenses andemiters’ discounts. In August 2007,
VMware used a portion of the proceeds to repay $B6fllion of principal on the note payable owedaWIC. VMware also purchased its new
headquarters facilities from EMC for $132.6 milljawhich is equal to the cost expended by EMC incitrestruction of those facilities.
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Intel Ownership in VMware Class A Common Stock

In July 2007, VMware entered into a stock purchegeement with Intel Corporation (“Intel”), purstidgo which Intel, through its
affiliate, Intel Capital Corporation (“Intel Capity agreed to purchase 9.5 million shares of VM&aiClass A common stock at $23.00 per
share for an aggregate offering price of $218.%ionil Intel Capital’s purchase of the 9.5 milliohnases of Class A common stock closed in
August 2007.

In October 2008, Intel sold 0.5 million of thesasds to EMC, increasing EMC'’s Class A common stoaklings to 27.0 million shares.
As of December 31, 2008, Intel held 6.1 million ®saof the Company’s Class A common stock.

Cisco Ownership in VMware Class A Common Stock

In July 2007, VMware was a party to a stock purelegreement with Cisco Systems, Inc. (“Cisco”) BMIC, pursuant to which Cisco
agreed to purchase 6.0 million shares of VMwares€fa common stock from EMC at $25.00 per sharafoaggregate offering price of
$150.0 million. VMware received no proceeds froms thansaction. Cisco’s purchase of the 6.0 milbbares of Class A common stock closed
in August 2007.

In October 2008, Cisco purchased 0.5 million shafésMware Class A common stock from Intel. As aéé@mber 31, 2008, Cisco held
6.5 million shares of the Company’s Class A comrsiorck.

VMware Class B Common Stock Conversion Rights

Each share of Class B common stock is convertiligeviheld by EMC or its successor-in-interest &t diption of EMC or its successor-
in-interest into one share of Class A common stdfckMware’s Class B common stock is distributedseurity holders of EMC in a
transaction (including any distribution in excharigeshares of EMC'’s or its successor-in-interestsimon stock or other securities) intended
to qualify as a distribution under Section 355h& Code, or any corresponding provision of any esmar statute, shares of VMware’s Class B
common stock will no longer be convertible intogsaof Class A common stock. Prior to any suchridigtion, all shares of Class B common
stock will automatically be converted into sharé€tass A common stock upon the transfer of suereshof Class B common stock by EMC
other than to any of EMG’successors or any of its subsidiaries (excludixigvare). If such a distribution has not occurreacte share of Clas
B common stock will also automatically convert atls time as the number of shares of common stocledy EMC or its successor-in-
interest falls below 20% of the outstanding shafééMware’s common stock. Following any such distition, VMware may submit to its
stockholders a proposal to convert all outstangimgres of Class B common stock into shares of @Glassnmon stock, provided that VMware
has received a favorable private letter ruling fithhe Internal Revenue Service satisfactory to EBI@e effect that the conversion will not
affect the intended tax treatment of the distribitiin a meeting of VMware stockholders calledtfas purpose, the holders of VMware
Class A common stock and VMware Class B commorksitok be entitled to one vote per share and, sttitje applicable law, will vote
together as a single class, and neither classmfran stock will be entitled to a separate class.vall conversions will be effected on a share-
for-share basis.

VMware Equity Plans

In June 2007, VMware adopted its 2007 Equity aritive Plan (the “2007 Plan”). Awards under th@2@lan may be in the form of
stock options or other stock-based awards, inctudimards of restricted stock. The maximum numbeshafes of the VMware Class A
common stock reserved for the grant or settlemeatvards under the 2007 Plan is 80.0 million. Tkereise price for a stock option awarded
under the 2007 Plan
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shall not be less than 100% of the fair marketeafiVMware Class A common stock on the date ofigrislost options granted under the
2007 Plan vest 25% after the first year and thenthip thereafter over the following three yeard. ddtions granted pursuant to the 2007 Plan
expire between six and seven years from the dageamit. Most restricted stock awards granted utite007 Plan have a three-year to four-
year period over which they vest. VMware utilizeghauthorized and unissued shares to satisfyates issued under the 2007 P

VMware Stock Purchase Plan

In June 2007, VMware adopted its 2007 EmployeelSRagchase Plan (the “ESPP”) that is intended tquadified under Section 423 of
the Code. A total of 6.4 million shares of VMwarkags A common stock were reserved for future isseiadnder the ESPP, eligible VMware
employees are granted options to purchase shaties mwer of 85% of the fair market value of theck at the time of grant or 85% of the fair
market value at the time of exercise. Options taipase shares were first granted under the ESPRigust 13, 2007, the date on which
VMware's Form S-1 Registration Statement was dedaffective by the SEC, and became exercisabemember 31, 2007. Options to
purchase shares are generally granted twice yearly.

In 2008, 1.7 million shares of Class A common steeke purchased under the ESPP at a weighted-avpraghase price per share of
$28.05. The total cash proceeds from the purchiagese shares under the ESPP were $46.9 millisrpakt of the 1.7 million shares
purchased in 2008, employees purchased 0.6 mghamnes under the ESPP at a purchase price peraftt24.65. The purchase of 0.6 million
shares related to the December 31, 2007 purchémeh was completed in January 2008. The total pagbeeds from the December 31, 2007
purchase under the ESPP were $15.7 million. In 200%hares were purchased under the ESPP.

EMC Exchange Offer

In August 2007, VMware and EMC completed an excearifer (the “EMC Exchange Offer”) enabling eligghMware employees to
exchange their options to acquire EMC common stockptions to acquire VMware Class A common stankl to exchange restricted stock
awards of EMC’s common stock for restricted stosfais of VMware’s Class A common stock. The fornm&xchange ratio applied to the
exchange was determined by dividing the two-dayma weighted-average price of EMC’s common stockie last two full days of the
EMC Exchange Offer by the IPO price of VMware Classommon stock. The EMC Exchange Offer was stmectdo generally retain the
intrinsic value of the tendered EMC securities. Tihenber of VMware options received in exchangeEWIC options was determined by
multiplying the number of tendered EMC options bg £xchange ratio. The exercise price of the VMwgtéons received in exchange was
exercise price of the tendered EMC options dividedhe exchange ratio. The VMware options receindtie exchange retained their original
term of ten years from the date of grant. The numobehares of VMware restricted stock receiveedohange for EMC restricted stock was
determined by multiplying the number of tendered@&Mstricted shares by the exchange ratio. The EiMchange Offer resulted in a
reduction in diluted earnings per share due tartbkeision of the VMware Class A common stock shagssed in the exchange. VMware
employees that did not elect to exchange their Ettons and EMC restricted stock for options toghiase VMware Class A common stock
and restricted stock awards of VMware Class A comstock, respectively, continue to have their éxgsgrants governed under EMC's stock
plans.

There were approximately 6.7 million options toghase VMware Class A common stock issued in theange with a weighted-
average exercise price per share of $19.94 andxippately 2.9 million shares of VMware restrictedck issued in the exchange. The total
incremental stock-based compensation expenseirgstribm the exchange of equity instruments wasmaterial.
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2008 Exchange Offer

In September 2008, VMware completed an offer tdharge certain employee stock options issued uniierafe’s 2007 Equity and
Incentive Plan (“2008 Exchange Offer”). Certainyioeisly granted options were exchanged for newglspriced stock options granted on a
one-for-one basis. Executive officers and membgtseoCompanys Board of Directors were excluded from participgtin the 2008 Exchany
Offer. Options for an aggregate of 4.1 million gsaof VMware’s Class A common stock were exchanvgéd a weighted-average exercise
price per share of $71.60. Options granted pursieetiie 2008 Exchange Offer have an exercise pfi§33.95 per share, vest pro rata over
four years beginning September 10, 2008 with nditfer past vesting and have a new six-year optgsm. The 2008 Exchange Offer resulted
in incremental stock-based compensation expen$&&0 million to be recognized over the four-yeasting term.

VMware Stock Options
The following table summarizes option activity sntanuary 1, 2007 for VMware stock options (sharésousands):

Weighted-
Number Average
Exercise Price
of

Shares (per share)

Outstanding, January 1, 20 — $ —

Granted 39,27 27.8¢
Exchanged from EMC stock optio 6,732 19.9¢
Forfeited (539 24.5(
Expired 5) 24.6¢
Exercisec (120 23.0C
Outstanding, December 31, 20 45,33¢ 26.7¢
Granted? 11,74. 40.4¢
Forfeited® (8,039 51.7¢
Expired (37 24.2¢
Exercisec (6,579 21.6¢
Outstanding, December 31, 2C 42,43¢ 26.5¢
Exercisable, December 31, 20 10,88¢ $ 24.0¢
Vested and expected to vest, December 31, 38,31¢ $ 26.0%

(1) Includes options for 4,107 shares exchanged i2@8 Exchange Offe

As of December 31, 2008, the weighted-average mEntacontractual term was 4.7 years and the agtgegainsic value was $20.4
million for the 10.9 million exercisable sharesr fwe 38.3 million shares vested and expected sbateDecember 31, 2008, the weighted-
average remaining contractual term was 4.9 yeatstenaggregate intrinsic value was $41.5 millibhese aggregate intrinsic values represent
the total pre-tax intrinsic values based on VMwsigbsing stock price of $23.69 as of Decembe2808, which would have been received by
the option holders had all in-the-money optionsibeeercised as of that date.

Cash proceeds from the exercise of stock optionthtoyears ended December 31, 2008 and 2007 vid&Zmillion and $2.8 million,
respectively. The options exercised in 2008 harkatgx intrinsic value of $219.6 million and incotia benefits realized from the exercise of
stock options of $71.4 million. There was no preitarinsic value to the options exercised or rethincome tax benefits realized in 2007.
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In June 2007, options were granted to non-emplaijreetors to purchase 120,000 shares of Class Aramrstock with an exercise price
of $23.00 per share. The options were exercisatmeediately, subjected to termination if not exexdisvithin one year from the date of grant,
and vest pro rata annually over the first threeyeathe grant. In July 2007, the 120,000 optittngurchase shares of Class A common stock
were exercised prior to vesting, resulting in thistanding shares being subject to repurchase emktrestricted until such time as the
underlying options vest. As of December 31, 2008 2007, $1.8 million and $2.8 million, respectivedy the proceeds from the exercise of
options remain classified as a liability on the salidated balance sheets. The proceeds are rdigddsi stockholders’ equity as vesting occurs
and the shares are no longer subject to repurchase.

VMware Restricted Stock

VMware restricted stock includes restricted stostamls, restricted stock units, and other restristedk. Other restricted stock includes
options exercised by non-employee directors thaewequired to be exercised within one year of giaumt are subject to a three-year vesting
provision. The exercise of those options priorégting resulted in the outstanding shares beingsuto repurchase and hence restricted until
such time as the respective options vest.

In September 2008, VMware awarded 5.3 million ret&td stock units to certain employees, includirgpgion for international
employees who were not eligible to participatehia 2008 Exchange Offer and a portion for retenpiorposes. These awards generally will
vest over a three-year or four-year period. Theszds resulted in stock-based compensation expErfEs4.5 million to be recognized over
the three-year or four-year vesting term.

The following table summarizes restricted stockvégtsince January 1, 2007 for VMware restrictéolck (shares in thousands):

Weighted-

Average Grant
Number
Date Fair
of Value

Shares (per share)

Restricted stock at January 1, 2( — $ —
Granted 59¢€ 39.9¢
Exchanged from EMC restricted stc 2,872 21.4¢
Exercised stock options, subject to repurct 12C 23.0(
Vested (5) 20.2¢
Forfeited (18 20.1¢
Outstanding, December 31, 2C 3,56¢ 24.6¢
Granted 6,61¢ 35.1¢4
Vested (2,159 22.5¢
Forfeited (408 61.9(
Outstanding, December 31, 20 7,62¢ 32.3¢

The total fair value of restricted stock that veste2008 and 2007 was $116.3 million and $0.6iarillrespectively. As of December 31,
2008, 7.6 million shares of VMware restricted staake outstanding, with an aggregate intrinsic @alfi$178.8 million. These shares are
scheduled to vest through 2012.

The restricted stock awards are valued based oviltveare stock price on the date of grant. The nigjamf VMware’s restricted stock
awards have pro rata vesting over three or foursyea
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Shares Repurchased for Tax Withholdings

In 2008, VMware repurchased 826,731 shares of Glassmmon stock for $44.5 million to cover employag withholding obligations.
Pursuant to the respective agreements, these sharesepurchased in conjunction with the net skatdement upon the vesting of restricted
stock and restricted stock units during the quafitke $44.5 million is recorded as a reductioretained earnings as of December 31, 2008. In
2007, no shares were repurchased for tax withhgédin

EMC Stock Purchase Plan

Under EMC’s 1989 Employee Stock Purchase Plan“{t889 Plan”), eligible VMware employees were allaste purchase shares of
EMC’s common stock through payroll deductions atltdwer of 85% of the fair market value of the &tat the time of grant or 85% of the fair
market value at the time of exercise. Options talpase shares were granted twice yearly, on Jarduang July 1, and were exercisable on the
succeeding June 30 or December 31. As a resuteafdmpletion of the IPO in August 2007, employelésble for the VMware 2007
Employee Stock Purchase Plan were no longer algart@ipate in the EMC 1989 Employee Stock Puretlan after the June 30, 2007
purchase. In 2007 and 2006, 0.6 million shareslabanillion shares, respectively, were purchasetbuthe 1989 Plan by VMware employees
at a weightedaverage purchase price per share of $11.36 an@,$@spectively. Total cash proceeds to EMC froemghirchase of shares un
the 1989 Plan by VMware employees in 2007 and 208@ $7.2 million and $9.0 million, respectivehhebe amounts were not material in
2008.

EMC Stock Options
The following table summarizes option activity #éMware employees in EMC stock options since Janda006 (shares in thousands):

Weighted-

Average
Number Exercise Price

Sh(;fres (per share)
Outstanding, January 1, 20 10,58¢ $ 9.5¢
Options relating to employees transferred from E 293 23.5¢
Options exchanged in a business acquis 26E 0.4C
Granted 4,941 12.51]
Forfeited (847) 12.2%
Expired (114 14.8(
Exercisec (1,299) 2.3t
Outstanding, December 31, 2C 13,82t 11.2¢
Options relating to employees transferred from E 67¢ 21.21
Granted 87¢ 13.97
Exchanged to VMware stock optio (11,009 12.1¢
Forfeited (410) 12.6¢
Expired (29 12.6¢€
Exercisec (1,189 7.1¢
Outstanding, December 31, 2C 2,75¢ 12.2Z
Options relating to employees transferred from E 3,411 15.3¢

Granted — —
Forfeited (11E 13.0¢
Expired (22) 15.7C
Exercisec (299 6.4¢
Outstanding, December 31, 20 5,73t 14.3¢
Exercisable, December 31, 20 1,42¢ $ 14.0Z
Vested and expected to vest, December 31, 5,55¢ $ 14.3¢
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As of December 31, 2008, the weighted-average m@ntacontractual term was 5.2 years and the agtgegainsic value was $2.6
million for the 1.4 million exercisable shares. FHoe 5.6 million shares vested and expected toatd3ecember 31, 2008, the weightaderage
remaining contractual term was 7.8 years and tigeeggte intrinsic value was $2.7 million. Theseraggte intrinsic values represent the total
pre-tax intrinsic values based on EMC's closingktprice of $10.47 as of December 31, 2008 whichlddave been received by the option
holders had all in-the-money options been exercisedf that date.

The pre-tax intrinsic value of EMC options held\Wylware employees that were exercised during thesyeaded December 31, 2008,
2007 and 2006 were $2.8 million, $12.3 million &18.2 million, respectively. Cash proceeds fromekercise of these stock options paid to
EMC were $1.9 million, $8.5 million and $3.0 milfidor the years ended December 31, 2008, 2007 @0@. 2

EMC Restricted Stock

EMC restricted stock includes restricted stock alamd restricted stock units. The following tablenmarizes restricted stock for grants
to VMware employees of EMC restricted stock sirmeuary 1, 2006 (shares in thousands):

Weighted-

Average Grant
Number
Date Fair
of Value

Shares (per share)
Restricted Stock at January 1, 2( 7,90z $ 13.9¢
Granted 3,30¢ 12.1¢
Vested (2,967 13.7(
Forfeited (4295 13.9¢
Outstanding, December 31, 2C 8,81: 13.3¢
Granted 48 13.9¢
Exchanged to VMware restricted stc (4,697 13.1¢
Vested (2,667) 13.4]
Forfeited (227) 13.7:2
Outstanding, December 31, 2C 1,282 13.7:2

Granted — —
Vested (1,149 13.97
Forfeited (22) 12.3¢
Outstanding, December 31, 2C 11€ 12.1¢

The total fair value of EMC restricted stock grahte VMware employees that vested in the yearséibieember 31, 2008, 2007 and
2006 was $18.2 million, $39.6 million and $26.9lmil, respectively.

As of December 31, 2008, 0.1 million shares of EMS€lricted stock granted to VMware employees wetstanding, with an aggregate
intrinsic value of $1.2 million. These shares areesiuled to vest through 2011.

The EMC restricted stock awards have various vgdeémms, including pro rata vesting over three yeend cliff vesting at the end of five
years from the date of grant with accelerationaaheof the first three or four years for achievapgcified performance criteri
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Stock-Based Compensation Expense

The following table summarizes the components @&l t&tock-based compensation expense included iw&i's consolidated stateme
of income for the years ended December 31, 20087 20d 2006 (table in thousands):

For the Year Ended
December 31,

2008 2007 2006

Cost of license revenui $ 1,12 $ B55€ $ 99
Cost of services revenu 13,48¢ 6,07( 2,38¢
Research and developmt 77,99: 42,93¢ 26,34
Sales and marketir 49,76: 26,28¢ 12,02(
General and administrati 24,157 16,55¢ 10,38:
Stock-based compensation expel 166,51t 92,40¢ 51,22¢
Income tax benefi 33,02( 21,22 12,22¢
Total stocl-based compensation expense, net o $133,49¢ $71,17¢ $38,991

In connection with the adoption of FAS No. 123RJamuary 1, 2006, VMware recorded to its incomeestant, a cumulative effect
adjustment, net of taxes, of $0.2 million to recardamount for the reversal of the previously reioed compensation expense related to
outstanding restricted stock awards that are np¢ebed to vest, based on an estimate of forfeitasesf the date of adoption of FAS No. 123R.
Additionally, VMware recorded to stockholders’ etyyia cumulative effect adjustment, net of taxés1o1 million to capitalize amounts
associated with software development costs that wezviously capitalized in VMwarg’pro forma compensation disclosures prior to adog

For the years ended December 31, 2008, 2007 arfi] X00ware capitalized $22.7 million, $9.1 milliom@& $10.5 million, respectively,
of stock-based compensation expense associateaayttalized software development. For the yeadedrbDecember 31, 2008 and 2007,
VMware capitalized an additional $1.4 million ar@l& million, respectively, of stock-based compeisaéxpense associated with software
developed for internal use. The amount of stocleba®mpensation expense capitalized for softwareldped for internal use was not
material in 2006.

As of December 31, 2008, the total unrecognizedpmmeation cost for both VMware stock options arstrigted stock and EMC stock
options and restricted stock was $522.6 millionsTton-cash expense will be recognized through 2@flPa weighted-average remaining
period of 1.4 years.

Fair Value of VMware Options

The fair value of each option to acquire VMwaresSl& common stock granted during the years endeérleer 31, 2008 and 2007 was
estimated on the date of grant using the Black-Bshaption-pricing model with the following weiglt@verage assumptions:

For the Year Ended
December 31,

VMware Stock Options 2008 2007
Dividend yield None None
Expected volatility 39.4% 39.2%
Risk-free interest rat 2.5% 4. %
Expected term (in year 3.4 34
Weightet-average fair value at grant d; $17.8¢ $27.8¢
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For the Year Ended

December 31,
VMware Employee Stock Purchase Plai 2008 2007
Dividend yield None None
Expected volatility 39.2% 34.8%
Risk-free interest rat 2. 1% 4.8%
Expected term (in year 0.5 0.4
Weighter-average fair value at grant d; $18.0¢ $ 6.9¢

For all equity awards granted in 2008 and 2007atildly was based on an analysis of historical lsgagéces and implied volatility of
publicly-traded companies with similar characteristics,udiig industry, stage of life cycle, size, and fioial leverage. The expected term
calculated based on the historical experienceMVatare employees have had with EMC stock optiomtgas well as the expected term of
similar grants of comparable companies. The risk-fnterest rate was based on a treasury instruntesge term is consistent with the
expected term of the stock options.

For the equity awards granted prior to the CompafjO, VMware performed a contemporaneous valuatighe Company’s Class A
common stock each time an equity grant of commocksivas made. In determining the fair value ofdéhaity, VMware analyzed general
market data, including economic, governmental, @amdronmental factors; considered its historicrent, and future state of its operations;
analyzed its operating and financial results; aredyits forecasts; gathered and analyzed avaifatalacial data for publicly traded companies
engaged in the same or similar lines of busineset®lop appropriate valuation multiples and opegatomparisons, and analyzed other facts
and data considered pertinent to the valuatiomrteeaat an estimated fair value.

VMware utilized both the income approach and theketsapproach in estimating the value of the equite market approach estimates
the fair value of a company by applying to the camys historical and/or projected financial metncarket multiples of the corresponding
financial metrics of publicly traded firms in siraillines of business. The use of the market approeguires judgments regarding the
comparability of companies that are similar to VMedf different comparable companies had been,ukednarket multiples and resulting
estimates of the fair value of the Company’s stalslo would have been different. The income appraaatives applying appropriate risk-
adjusted discount rates to estimated debt-free ftash, based on forecasted revenues and costgrbiections used in connection with this
valuation were based on the Company’s expectedatipgmperformance over the forecast period. Theielierent uncertainty in these
estimates. If different discount rates or otheuagstions had been used, the resulting estimattedhir value of the Company’s stock would
have been different. Due to the prospect of an memt public offering, VMware did not apply a maweility discount in carrying out either
approach. Further, VMware did not apply a minonitierest discount in concluding on fair value.

In reaching its estimated valuation range, VMwarasidered the indicated values derived from eatlatian approach in relation to the
relative merits of each approach, the suitabilitthe information used, and the uncertainties imgdl The results of the approaches overlay
with the income approach results falling withinaanower range, which VMware ultimately relied ontsiconcluding estimate of value.

In addition to the aforementioned analysis, witspect to grants of options to purchase Class A comstock with an exercise price of
$23.00 per share, the Company believes that thedaie of its equity at that time was further gabiated by the arm’ength transaction wi
Intel Capital, whereby Intel agreed to purchasemdilBon shares of VMwares Class A common stock at $23.00 per share, sutgjectjustmer
if the price in the offering were below $23.00 phare. VMware believes that the fair value of gsity at the time of
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the grant of options at $25.00 per share was suotistad by the contemporaneous arm’s-length trdimsawhereby Cisco agreed to purchase

6.0 million shares of VMware’s Class A common stfrdm EMC at $25.00 per share. The Company beliévasthe fair value of VMware’s
equity at the time of the grant of options at $2%@r share was substantiated by the proximitheédPO.

The fair value of each VMware option granted at.8@3vas estimated on the date of grant using thekB6choles option-pricing model
with the following weighted-average assumptions:

Dividend yield None
Expected volatility 39.2%
Risk-free interest rat 5.C%
Expected term (in year 34

The fair value of each VMware option granted at.8@5vas estimated on the date of grant using thekBEcholes option-pricing model
with the following weighted-average assumptions:

Dividend yield None
Expected volatility 38.2%
Risk-free interest rat 4.8%
Expected term (in year 34

The fair value of each VMware option granted at.829vas estimated on the date of grant using thekB6choles option-pricing model
with the following weighted-average assumptions:

Dividend yield None
Expected volatility 39.6%
Risk-free interest rat 4.5%
Expected term (in year 34

Fair Value of EMC Options

There were no EMC stock option grants to VMware leyges subsequent to the first quarter of 2007. \@xénemployees eligible to
participate in the VMware employee stock purchdaa pere able to participate in the EMC employeelspurchase plan up through the date
of the IPO, at which time they were withdrawn fréme plan. The fair value of each EMC option grardadng the years ended December 31,
2007 and 2006 was estimated on the date of gramg tise Black-Scholes option-pricing model with folowing weighted-average
assumptions:

For the Year Ended

December 31,
EMC Stock Options 2007 2006
Dividend yield None None
Expected volatility 30.1% 34.2%
Risk-free interest rat 4.7% 4.8%
Expected life (in years 4.2 4.C
Weighter-average fair value at grant d; $ 4.4~ $ 4.2¢
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For the Year Ended

December 31,
EMC Employee Stock Purchase Plai 2007 2006
Dividend yield None None
Expected volatility 25.% 27.%
Risk-free interest rat 5.C% 4.S%
Expected life (in years 0.t 0.t
Weighter-average fair value at grant d; $ 3.07 $ 2.8¢€

Expected volatilities were based on historical lstogces and implied volatilities from traded opt#in EMCS5 stock. VMware used ENV
historical data to estimate the expected term &ibop granted within the valuation model. The rigde interest rates were based on treasury
instruments whose terms were consistent with tipeebed term of the stock options.

L. Related Party Transactions
Transactions with EMC

In 2008, 2007 and 2006, VMware recognized profesgiservices revenues of $16.9 million, $11.8 willand $1.4 million, respectivel
for services provided to EMC’s customers pursuantMware’s contractual agreements with EMC.

In 2008, VMware recognized revenues from serverdesktop products and services purchased by EM@tiemal use of $4.1 million
pursuant to VMware’s contractual agreements withCEMs of December 31, 2008 and 2007, $1.8 millind $4.3 million, respectively, of
revenues from server and desktop products andcgsrpurchased by EMC for internal use were includeteferred revenue.

VMware purchased storage systems from EMC for $&4liton, $7.2 million and $2.9 million in the yesiended 2008, 2007 and 2006,
respectively. Through the third quarter of 2008, slgstems purchased from EMC were at EMC'’s costethe fourth quarter of 2007, the
systems purchased from EMC were at a discountfdMC's list price.

For certain corporate functions provided by EMC,7#7illion and $5.1 million of expenses were allechto VMware by EMC in 2007
and 2006, respectively. In 2008, this amount wassigmificant.

In certain geographic regions where VMware doeshast an established legal entity, VMware contraitls EMC subsidiaries for
support services and EMC employees who are manag¥#iware personnel. The costs incurred by EMC diwéare’s behalf related to the
employees include an estimated arm’s-length marknagbwere included as expenses in VMware’s findistéements. These costs include
expenses for salaries and benefits, travel, and Agditionally, EMC incurs certain costs on VMwaréehalf in the U.S., which primarily
relate to shared systems for travel. The totahe$¢ costs were $139.8 million, $116.1 million &68.6 million in the years ended 2008, 2007
and 2006, respectively.

As part of VMware’s tax sharing agreement, VMwaagdpgEMC income taxes of $64.3 million, $86.4 mifliand $63.1 million in 2008,
2007 and 2006, respectively, for VMware’s portidriheeir consolidated federal income taxes. Theseuants differed from the amounts owed
on a stand-alone basis and the differences aremtegbas a component of stockholders’ equity. B82€he difference between the amount of
tax calculated on a stand-alone basis and the anodtex calculated per the tax sharing agreemexst iecorded as an increase in stockholders
equity of $5.2 million. In 2007 and 2006, this diféfnce was recorded as a decrease in stockhotdprisy of $2.5 million and $32.3 million,
respectively.
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Interest income (expense) with EMC, net, primatibysists of interest expense on the note payatltdiG, offset by interest income that
has been earned on VMware's intercompany balante&WIC. In 2008 and 2007, $18.6 million and $26i6iom, respectively, of interest
expense was recorded related to the note payaBl® @ and was included in the $18.3 million and 81million, respectively, of interest
expense with EMC, net, recorded on the consolidsti@téments of income. In 2006, VMware earned éstencome with EMC, net, of $0.3
million. VMware’s interest income and VMware's exjses as a separate, stand-alone company may k& biglower than the amounts
reflected in the financial statements.

In 2008, VMware and EMC resolved certain acquisiielated intercompany liabilities due to EMC. Aseault, intercompany liabilities
due to EMC of $9.7 million were recorded as a @miontribution from EMC in additional paid-in cégdiwithout the issuance of additional
equity by VMware or remittance of any cash.

Prior to March 2008, VMware employees participatethe EMC Corporation 401(k) Savings Plan. EMCssroharged VMware for the
costs associated with VMware employees who pagttieippin the EMC Plan. In March 2008, VMware empks/began participating in
VMware’s 401(k) Savings Plan and ceased partiaypaiti the EMC Plan. See Note | to VMware’s consatiédl financial statements.

As of December 31, 2008, VMware had $38.4 milliare do EMC, which was partially offset by $5.0 nuhi due from EMC. As of
December 31, 2007, VMware had $55.5 million duEReC, which was partially offset by $52.7 millionelfrom EMC. The net amounts due
to EMC for the years ended December 31, 2008 afd 2@re $33.4 million and $2.8 million, respectiyeind resulted from the related party
transactions described above. As of December 318, 20Mware had $111.1 million of income taxes rgable due from EMC and $3.6
million of income taxes payable due to EMC. As @d@mber 31, 2007, VMware had $65.4 million of inediaxes payable due to EMC.
Balances due to or from EMC which are unrelatexoobligations are generally settled in cash wit) days of each quarter end. The timing
of the tax payments due to and from EMC is govelmethe tax sharing agreement with EMC.

Transactions with Other Related Parties

In connection with Intel Capital’s purchase in 2@3#®.5 million shares of VMware’s Class A commaock, the Company agreed to the
appointment of an Intel executive acceptable to \éviis Board of Directors. In connection with Ciscpurchase in 2007 of 6.0 million sha
from EMC, the Company agreed to consider the appant of a Cisco executive to the Board of Direstén November 2007, both an Intel
executive and a Cisco executive were appointediavelre’s Board. In October 2008, Intel sold 0.5 ioill shares of VMware’s Class A
common stock to EMC and an additional 0.5 millibauges to Cisco in separate transactions, incre&ih@’'s Class A common stock holdings
to 27.0 million shares and Cisco’s holdings todiion shares. As of December 31, 2008, Intel it million shares of the Company’s
Class A common stock.

VMware has in the past done business, and expectantinue to do business, with Intel and Ciscawoagular arm’s-length basis, on the
same or similar terms as would be negotiated witielated third parties. The transactions with latad Cisco in 2008 and 2007 were not
material to VMware’s consolidated financial staternse

In addition, from time to time, VMware may purchasesell goods and services in the ordinary coafdmisiness with financial
institutions that beneficially own 5% or more of Wre’'s Class A common stock. VMware has in the gase business, and expects to
continue to do business, with entities affiliatethWwMR LLC and UBS AG, financial institutions thiagneficially own 5% or more of the
Company’s Class A common stock, on regular, arergith basis, on the same or similar terms as weildegotiated with
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unrelated third parties. During 2008, VMware invagieentities believed to be affiliated with FMR Lla@d UBS AG for goods and services
sold by VMware. In addition, the Company’s 401 (lgrpis also administered by Fidelity Investmentsatiliate of FMR LLC, and UBS
Financial Services, Inc., an affiliate of UBS, iMWare’s stock plan administrator. Transactions VAMR LLC and with UBS AG were not
material to VMware’s 2008 and 2007 consolidatedriicial statements.

In 2007, VMware entered into an agreement to lieestdtware from Softrax Corporation (“Softrax”).rdember of the Company’s Board
of Directors is a managing partner and generahpait a limited partnership which has an equitgiiest in Softrax of greater than 10%. The
amounts expensed or paid to Softrax in 2008 and 2@¥e not material to VMware’s consolidated finahstatements.

M. Segment Information

VMware operates in one reportable segment in aeomel with the provisions of FAS No. 131, “Disclassiabout Segments of an
Enterprise and Related Information.” Operating segt® are defined as components of an enterpriag allich separate financial information
is evaluated regularly by the chief operating deaisnaker in deciding how to allocate resourcesassdssing performance. The chief
operating decision maker is the President and Ghietutive Officer. VMware operates in one segmirarefore all financial segment
information required by FAS No. 131 can be founthia consolidated financial statements.

Revenues by geographic area are as follows (taliteousands):

For the Year Ended December 31,

2008 2007 2006
United State! $ 987,60« $ 720,62( $391,61«
International 893,42: 605,19: 312,29(
Total $1,881,02 $1,325,81: $703,90:

Long-lived assets, which include property and eau@pt, net, and other assets, net, excluding ce@thtoftware and financial
instruments, in the United States at December 30822007 and 2006, were $325.4 million, $236.3ioniland $40.6 million, respectively.
Long-lived assets internationally at December D& 2007 and 2006 were $44.5 million, $22.8 millamd $5.2 million, respectively. No
country other than the United States accounted®6 or more of these assets at December 31, 2008, & 2006.

VMware groups its products into portfolios that astegorized into the following classes:

Data center productsThe Company’s data center products include a hygparfor system-partitioning the software enviromtfgom its
underlying infrastructure and products that enétideaggregation of multiple servers, storage imfuasure, and networks into shared pools of
resources that can be delivered dynamically, sécuard reliably to applications as needed. Tha dahter products include VMware VMot
and Storage VMotion, VMware High Availability, VMwea Distributed Resource Scheduler, and virtualimathanagement products such as
VMware vCenter Server, VMware vCenter Site Recownanager, VMware vCenter Lab Manager, VMware vCeS8tage Manager, and
VMware vCenter Lifecycle Manager.

Other ProductsThe Company’s other products include primarily deplvirtualization products, which decouple theirendesktop
environment from its underlying device, enablingtomers to create user-centric instead of deviogricedesktop environments. The other
products include View Manager, View Composer, Wtatien, and Fusion.
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Revenues by class of products or services werellasvk (table in thousands):

For the Year Ended December 31,

2008 2007 2006
Data center produc $1,112,07¢ $ 87559( $451,33¢
Other product: 66,07 29,77¢ 40,56
License revenue 1,178,14. 905, 36¢ 491,90:
Services revenue 702,88! 420,44 212,00:
Total $1,881,02 $1,325,81. $703,90:

One distributor accounted for 18%, 23% and 29%ewénues in 2008, 2007 and 2006, respectively. Auditly, another distributor
accounted for 16% and 12% of revenues in 2008 80d,2espectively. One channel partner accountetiff& of revenues in both 2008 and
2007, respectively.

N. Selected Quarterly Financial Data (unaudited)
Quatrterly financial data for 2008 and 2007 is dlefes (tables in millions, except per share amo)nts

2008 Q1 200¢ Q2 200¢ Q3 200¢ Q4 200¢
Revenue: $438.2 $456.1 $472.1 $514.¢
Net income $ 43.1 $ 52.2 $ 83.2 $111.t
Net income per share, ba: $ 0.11 $ 0.14 $ 0.21 $ 0.2¢
Net income per share, diluti $ 0.11 $ 0.1 $ 0.21 $ 0.2¢
2007 Q1 2007 Q2 2007 Q3 2007 Q4 2007
Revenue! $258.7 $296.¢ $357.¢ $412.5
Net income $41.1 $ 34.2 $ 64.7 $ 78.2
Net income per share, ba: $ 0.12 $ 0.1C $ 0.1¢ $ 0.21
Net income per share, dilut $ 0.12 $ 0.1C $ 0.1¢ $ 0.1¢

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedur

We carried out an evaluation required by the Exgleahct, under the supervision and with the paréitign of our principal executive
officer and principal financial officer, of the efftiveness of the design and operation of ourasscke controls and procedures, as defined in
Rule 13a-15(e) of the Exchange Act, as of DecerlheR008. Based on this evaluation, our principalketive officer and principal financial
officer concluded that, as of December 31, 2008 digclosure controls and procedures were effed¢tiy@rovide reasonable assurance that
information required to be disclosed by us in thgorts that we file or submit under the Exchangei®\cecorded, processed, summarized, and
reported within the time periods specified in tree&ity and Exchange Commission’s rules and fomusta provide reasonable assurance that
such information is accumulated and communicatesitananagement, including our principal executffecer and principal financial officer,
as appropriate to allow timely decisions regardiguired disclosures.
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Managemen’s Report on Internal Control over Financial Repdrtg

Management is responsible for establishing and taigiing adequate internal control over financigla®ing, as defined in Rule 13#(f)
of the Exchange Act. Management has assessedftfutivedness of our internal control over finaneigborting as of December 31, 2008 based
on criteria established in Internal Control—IntdgchFramework issued by the Committee of Sponsd@rganizations of the Treadway
Commission. As a result of this assessment, managieconcluded that, as of December 31, 2008, derrial control over financial reporting
was effective in providing reasonable assurancard#gg the reliability of financial reporting anldet preparation of financial statements for
external purposes in accordance with generallymtedeaccounting principles. The effectiveness ofioternal control over financial reporting
as of December 31, 2008 has been audited by PriegveaiseCoopers, LLP our independent registereticpmtcounting firm, as stated in th
report which appears in Item 8 of this Annual Re¢por Form 10-K.

Changes in Internal Control Over Financial Reportm

There were no changes in our internal control dwnancial reporting during the quarter ended Decendi, 2008 that materially affect
or are reasonably likely to materially affect, @uternal control over financial reporting.

Limitations on Controls

Our disclosure controls and procedures and intexoratirol over financial reporting are designed tovixle reasonable assurance of
achieving their objectives as specified above. Manzent does not expect, however, that our disatosomtrols and procedures or our internal
control over financial reporting will prevent ortdet all error and fraud. Any control system, naterahow well designed and operated, is
based upon certain assumptions and can providereagpnable, not absolute, assurance that itstokgeavill be met. Further, no evaluation
controls can provide absolute assurance that nessents due to error or fraud will not occur ortthldcontrol issues and instances of fraud, if
any, within the Company have been detected.

ITEM 9B. OTHER INFORMATION
None.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS, AND CORPORATE GOVERN ANCE

We will furnish to the Securities and Exchange Cassion a definitive Proxy Statement no later thaf dlays after the close of the fis
year ended December 31, 2008. The information reduy this item is incorporated herein by refeeesticthe Proxy Statement. Also ¢
“Executive Officers of the Registrant” in Part | this Annual Report on Form 10-K.

On August 28, 2008, we submitted to the New YorcEtEXxchange the Annual CEO Certification requipedsuant to Section 303A.12
(a) of the New York Stock Exchange Listed Compargniil.

We have a code of ethics that applies to all ofesnployees, including our executive officers. OusiBess Conduct Guidelines (avail:
on our website) satisfy the requirements set forttem 406 of Regulation S-K and apply to all kelat persons set forth therein. We intend to
disclose on our website at www.vmware.com amendsientand, if applicable, waivers of, our code thies.

ITEM 11. EXECUTIVE COMPENSATION
The information required by this item is incorp@eherein by reference to the Proxy Statement.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT, AND RELATED
STOCKHOLDER MATTERS

The information required by this item is incorp@dtherein by reference to the Proxy Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this item is incorpedtherein by reference to the Proxy Statementaitiuded in Note L to the
consolidated financial statements.

ITEM 14.  PRINCIPAL ACCOUNTANT FEES AND SERVICES
The information required by this item is incorp@etherein by reference to the Proxy Statement.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULE
(@) Documents filed as a part of this rept
1. Financial statemen

The financial statements listed in the Index to &didated Financial Statements are filed as patttisfreport (refer to Item 8. Financial
Statements and Supplementary Data).

2. Financial statement schedt
Schedule ll—Valuation and Qualifying Accounts

All other schedules have been omitted becausestpgred information is included in the consolidafiedncial statements or the notes
thereto, or is not applicable or required.

3. Index to exhibits

Incorporated by Reference

Form/File
Exhibit Filed
Number Exhibit Description Herewith No. Date
3.1 Amended and Restated Certificate of Incorpora S-1/A-2 7/9/2007
3.2 Amended and Restated Byla S-1/A-2 7/9/2007
4.1 Form of specimen common stock certific S-1/A-4 7/27/200°
10.1 Form of Master Transaction Agreement between VMwire and EMC Corporatio S-1/A-2 7/9/2007
10.2 Form of Administrative Services Agreement betwedmare, Inc. and EMC Corporatic S-1/A-2 7/9/2007
10.3 Form of Tax Sharing Agreement between VMware, &md EMC Corporatiol S-1/A-2 7/9/2007
10.4 Form of Intellectual Property Agreement between Vaulgy Inc. and EMC Corporatic S-1/A-1 6/11/200°
10.5 Form of Employee Benefits Agreement between VMwhre, and EMC Corporatio S-1/A-2 7/9/2007
10.6 Form of Real Estate License Agreement between ViMwlac. and EMC Corporatic S-1/A-2 7/9/2007
10.7+ Letter Agreement between VMware, Inc. and Mark Pestied March 16, 20C S-1/A-1  6/11/200°
10.8+ Form of Indemnification Agreement for directors andtcutive officer: S-1/A-1 6/11/200°
10.9+ 2007 Equity and Incentive Plan, as amended Decef)#0908 X
10.10 Promissory Note between VMware, Inc. and EMC Caaion dated April 16, 200 S-1 6/11/200°
10.11 Form of Insurance Matters Agreement between VMwaie,and EMC Corporatio S-1/A-2 7/9/2007
10.124 Form of Option Agreemet S-1/A-1  6/11/200°
10.13+ Form of Restricted Stock Unit Agreeme S-1/A-1 6/11/200°
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Exhibit
Number

10.14

10.154
10.164

10.17

10.18

10.19

10.20

10.214
10.22

10.23

10.244
10.254

10.264
10.274

10.284

10.294
10.304
10.31+
10.324
10.33+

Incorporated by Reference

Filed Form/File

Exhibit Description Herewith No. Date
2007 Employee Stock Purchase Plan, as amendecestaded December 10, 2007 :
as further amended February 4, 2 X
Letter Agreement between VMware, Inc. and Mark Pastied June 13, 20( 10-K 2/29/200i
Distributor Agreement between VMware, Inc. and &rgrMicro, Inc. dated May 17,
2002 S-1/A-5 8/3/2007
Amendment No. 11 dated June 5, 2008 to DistribAggneement between VMwar
Inc. and Ingram Micro, In¢ X
Form of Real Estate Purchase and Sale AgreememebetVMware, Inc. and EM'
Corporation S-1/A-2 7/9/2007
Class A Common Stock Purchase Agreement betweenafbivinc. and Intel Capital
Corporation dated July 9, 20! S-1/A-2 7/9/2007
Investor Rights Agreement between VMware, Inc. btel Capital Corporation date
July 9, 2007 S-1/A-2 7/9/2007
Form of Early Exercise Option Agreems S-1/A-2 7/9/2007
Class A Common Stock Purchase Agreement among Vi&iac., EMC
Corporation, and Cisco Systems, Inc. dated July2@67 S-1/A-4 7127/1200°
Investor Rights Agreement between VMware, Inc. @msto Systems, Inc. dated July
26, 2007 S-1/A-4 7127/200°
Employment Agreement between VMware, Inc. and Dianeene dated July 26, 2( 16-Q 9/17/200°
Letter Agreement between VMware, Inc. and Dev Rcl{Rrd) Sarwal date
November 29, 200 10-K 2/29/200¢
EMC Corporation 2003 Stock Plan, as amer DEF 14/A 3/11/200!
Form of Stock Option Agreement under the EMC 208R:ISPlan 1C-Q filed by

EMC 11/3/200:«
Form of Restricted Stock Agreement under the EMG32Btock Plar 1C-Q filed by

EMC 11/3/200«
Letter Agreement between VMware, Inc. and Thomdsiewicz dated June 24, 1€ S-1/A-1 6/11/200°
Letter Agreement between VMware, Inc. and Carl Eatlach dated May 25, 20 X
Letter Agreement and Release with Diane Greeneeazhtato on August 25, 20( 8-K 8/29/200:!
Letter Agreement between VMware, Inc. and Paul Matated September 11, 20 8-K 9/12/200¢
Letter Agreement between VMware, Inc. and Mark Peasgied November 24, 20! X
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Incorporated by Reference

Form/File

Exhibit Filed
Number Exhibit Description Herewith No. Date
10.344 Letter Agreement between VMware, Inc. and Tod Nie X
10.354 2009 Executive Bonus Progre X
211 List of subsidiarie: X
23.1 Consent of PricewaterhouseCoopers | X
31.1 Certification of Principal Executive Officer reqait by Rule 13-14(a) or Rule 15-14(a)

of the Securities Exchange Act of 1934, as adopteduant to Section 302 of the

Sarbane-Oxley Act of 2002 X
31.2 Certification of Principal Financial Officer reqaut by Rule 13a-14(a) or Rule 13d{a) o

the Securities Exchange Act of 1934, as adoptesiuamt to Section 302 of the Sarbanes-

Oxley Act of 2002 X
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adorf.

pursuant to Section 906 of the Sarbi-Oxley Act of 2002 X
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 2002 X

+ Management contract or compensatory plan or arraage
# Confidential treatment requested for certainipog of this Exhibit pursuant to Rule 406 promuéghtinder the Securities Act, which
portions are omitted and filed separately with $eeurities and Exchange Commissi
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SIGNATURES

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

Dated: February 25, 20(

Dated: February 25, 20(

VMWARE, INC.
By: /s|  PauL M ARITZ
Paul Maritz
President and Chief Executive Officer
VMWARE, INC.
By: /sl  MARK S. PEEK

Mark S. Peek
Senior Vice President and Chief Financial Officer

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities and ord#ites indicated.

Date

February 25, 200

February 25, 200

February 25, 2009

Signature Title
/s/ PaAuL M ARITZ President and Chief Executive Officer, Direc
Paul Maritz (Principal Executive Officer
/s/ MARKS. PEEK Senior Vice President and Chief Financial Off
Mark S. Peek (Principal Financial and Accounting Office
/s/  JosepHM. T uccl Chairman

February 25, 2009

Joseph M. Tucci

/s/  MicHAEL W. B ROWN Director

February 25, 200

Michael W. Brown

February 25, 2009

/s/ JoHNR. EGAN Director
John R. Egan
/s/  DaviD |. G OULDEN Director

February 25, 200

David I. Goulden

/s/ RENEEJ. JAMES Director

February 25, 2009

Renee J. James

/s/ DEeENNISD. PoweLL Director

February 25, 200

Dennis D. Powell

/s/  DaviD N. STROHM Director

David N. Strohm
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Allowance for Bad Debts

Year ended December 31, 2008 allowance
doubtful account

Year ended December 31, 2007 allowance for
doubtful account

Year ended December 31, 2006 allowance
doubtful account

Tax Valuation Allowance
Year ended December 31, 2008 income
valuation allowanc:

VMWARE, INC.

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Allowance for Bad

Balance a Debts Charged to
Selling, General,
Beginning and Administrative
Charged to
of Period Expenses Other Accounts
$ 1,60¢ $ 254 $ —
2,13¢ (31€) —
1,58¢ 763 —
Balance a Tax Valuation
Allowance
Beginning Charged to Income
Charged to
of Period Tax Provision Other Accounts
$ — $ 15,39 $ —
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Write- Offs

$ (167
(220)
(219)

Valuation

Allowance
Credited to
Income Tax

Provision

$ —

Balance a

End of
Period

$ 1,69(
1,60z

2,13¢

Balance a

End of
Period

$15,39¢



Exhibit 10.9
AS AMENDED DECEMBER 3, 20C

VMWARE, INC.
2007 EQUITY AND INCENTIVE PLAN

1. PURPOSE; TYPES OF AWARDS; CONSTRUCTIO

The purpose of the VMware, Inc. 2007 Equity ancehitive Plan is to attract, motivate and retain eyg@és and independent contractors
of the Company and any Subsidiary and Affiliate and-employee directors of the Company, any Suaisidir any Affiliate. The Plan is also
designed to encourage stock ownership by such pgrgwereby aligning their interest with thosehef Company’s shareholders and to permit
the payment of compensation that qualifies as pmdace-based compensation under Section 162(rhpdfode. Pursuant to the provisions
hereof, there may be granted Options (includingéintive stock options” and “non-qualified stockiops”), and Other Stock-Based Awards,
including but not limited to Restricted Stock, R&sed Stock Units, Stock Appreciation Rights (plalgain shares) and Other Cash-Based
Awards.

The 2007 Equity and Incentive Plan shall becomectiffe as of the date of the adoption by the Board.

2. DEFINITIONS. For purposes of the Plan, the follog/terms shall be defined as set forth bel
(@) “Adoption Dat” means the date that the Plan was adopted by threl E
(b) “Affiliate” means an affiliate of the Company, as defined ileR@t-2 promulgated under Section 12 of the Exchange

(c) “Award” means individually or collectively, a grant undee flan of Options, Restricted Stock, RestrictedtiStnits or
Other Stoc-Based Awards or Other Ce-Based Awards

(d) “Award Term” means any written agreement, contract, noticetwrahstrument or document evidencing an Aw
(e) “Boar(” means the Board of Directors of the Compe

® “Caus'” shall have the meaning set forth in the Gre's employment or other agreement with the Compamy Sabsidiary
or any Affiliate, if any, provided that if the Grie is not a party to any such employment or cdlgeeement or such
employment or other agreement does not contairfimititen of Cause, then Cause shall have the mepsét forth in the
Award Terms



(@)
(h)

(i)

()
(k)

o

(m)

(n)
(0)

“Code¢’ means the Internal Revenue Code of 1986, as amdradedime to time

“Committee” means the Compensation CommittethefBoard. Unless other determined by the BoaelQommittee shall
be comprised solely of directors who are (a) "norplyee directors” under Rule 16b-3 of the Exchaige (b) "outside
directors" under Section 162(m) of the Code andvfm) otherwise meet the definition of "independdinéctors” pursuant to
the applicable requirements of any national stoahange upon which the Stock is listed. Any direetapointed to the
Committee who does not meet the foregoing requirgsnghall recuse himself or herself form all defeations pertaining t
Rule 16I-3 of the Exchange Act and Section 162(m) of theeC

“Compan” means VMware, Inc., a corporation organized unkeldaws of the State of Delaware, or any succe
corporation

“Covered Employe” shall have the meaning set forth in Section 162§ the Code

“Exchange Act” means the Securities Exchangechd 934, as amended from time to time, and as owokereafter
construed, interpreted and applied by regulationiggs and case

“Exchange Offer” means the offer by the Compaémgxchange awards issued under the Plan for avedirak with respect to
the common stock of Parent held by certain employé¢he Company and its Subsidiaries, as set fonthore detail in the
Offer to Exchange expected to be filed by the Cam@nd Paren

“Fair Market Valu” shall be the closing sales price per share of Simrcthe date of grant on the principal securi
exchange on which the Stock is traded or, if ther® such sale on the relevant date, then oresiteptevious day on whict
sale was reported; if the Stock is not listed fading on a national securities exchange, thenfaiket value of Stock shall
be determined in good faith by the Board. For pagsoof the exercise price of Options granted iretkeéhange Offer, Fair
Market Value shall mean the initial public offeripgce of the Stock as set forth in the CompangisrFS-1 Registration
Statement

“Grante” means a person who, as an employee or indepengienactor of or na-employee director with respect to 1
Company, a Subsidiary or an Affiliate, has beemtgd an Award under the Ple

“1SO” means any Option designated as and intended tonde/laich qualifies as an incentive stock optiorhivitthe
meaning of Section 422 of the Co



(p)
(a)

(r)
(s)

(t)
(u)

“NQSC” means any Option that is designated as a nongedhbtock option or which does not qualify as an.|

“Option” means a right, granted to a GrantedanrSection 6(b)(i), to purchase shares of StockOfstion may be either an
ISO or an NQSC

“Other Cash-Based Award” means a cash-baseddganted to a Grantee under Section 6(b)(iv)dfefacluding cash
awarded as a bonus or upon the attainment of Peafuce Goals or otherwise as permitted under the

“Other Stoc-Based Awar” means an Award granted to a Grantee pursuant ti8&gb)(iv) hereof, that may t
denominated or payable in, valued in whole or irt pg reference to, or otherwise based on, oredl&d, Stock, each of
which may be subject to the attainment of PerforteaBoals or a period of continued employment oeroterms and
conditions as permitted under the PI

“Paren” means EMC Corporation, a Massachusetts corpor:

“Performance Gog” means performance goals based on one or more @fltbheing criteria: (i) earnings includin
operating income, earnings before or after taxasiegs before or after interest, depreciation, izetion, or extraordinary
or special items or book value per share (which mxajude nonrecurring items); (ii) pre-tax incomreatier-tax income;

(iii) earnings per common share (basic or dilutéig); operating profit; (v) revenue, revenue growttrate of revenue
growth; (vi) return on assets (gross or net), retur investment, return on capital, or return ouityg (vii) returns on sales «
revenues; (viii) operating expenses; (ix) stock@ippreciation; (x) cash flow, free cash flowhctew return on investme
(discounted or otherwise), net cash provided byatjns, or cash flow in excess of cost of capite);implementation or
completion of critical projects or processes; (gifpnomic value created; (xiii) cumulative earnipgs share growth;

(xiv) operating margin or profit margin; (xv) commstock price or total stockholder return; (xvisttargets, reductions a
savings, productivity and efficiencies; (xvii) d&gic business criteria, consisting of one or nulijectives based on meeting
specified market penetration, geographic businggaresion, customer satisfaction, employee satisfachuman resources
management, supervision of litigation, informattenhnology, and goals relating to acquisitionsesiitures, joint ventures
and similar transactions, and budget comparisomij)(personal professional objectives, includiagy of the foregoing
performance goals, the implementation of policied plans, the negotiation of transactions, the lkbgweent of long term
business goals, formation of joint ventures, resear development collaborations, and the compietioother corporate
transactions; and (xix) any combination of, or acfied increase in, any of the foregoing. Whergligpble, the
Performance Goals may be expressed in terms dfiatiza specified level of the particular critedathe attainment of a
percentage increase or decrease in the partiaideri@, and may be applied to one or more of tbenBany, a Subsidiary or
Affiliate, or a division or strategic business uoitthe Company, or may be applied to the performeasf the Company
relative to a market index, a group of ot



v)
(w)

(x)
v)
)

(aa)

(bb)

companies or a combination thereof, all as detezthlyy the Committee. The Performance Goals maydiech threshold
level of performance below which no payment willhade (or no vesting will occur), levels of perfamee at which
specified payments will be made (or specified vegtiill occur), and a maximum level of performarmtmve which no
additional payment will be made (or at which fudisting will occur). Each of the foregoing PerforroaiGoals shall be
determined in accordance with generally accepteduating principles and shall be subject to ceifion by the
Committee; provided that, to the extent an Awarightiended to satisfy the performance-based comgiensaxception to the
limits of Section 162(m) of the Code and then ® ¢ltent consistent with such exception, the Cotemihall have the
authority to make equitable adjustments to thedPerdnce Goals in recognition of unusual or non-néeg events affecting
the Company or any Subsidiary or Affiliate or tieahcial statements of the Company or any SubsidiaAffiliate, in
response to changes in applicable laws or regulstior to account for items of gain, loss or expetetermined to be
extraordinary or unusual in nature or infrequendécurrence or related to the disposal of a segofembusiness or related
to a change in accounting principl

“Plar” means this VMware, Inc. 2007 Equity and IncentilemPas amended from time to tin

“Restricted Stock” means an Award of shareStoick to a Grantee under Section 6(b)(ii) thatlgject to certain restrictions
and to a risk of forfeiture

“Restricted Stock Unit” means a right grantechtGrantee under Section 6(b)(iii) of the Plaretteive shares of Stock
subject to certain restrictions and to a risk ofditure.

“Rule 161-3" means Rule 1¢-3, as from time to time in effect promulgated by Becurities and Exchange Commiss
under Section 16 of the Exchange Act, including sugcessor to such Ru

“Stock” means shares of Class A common stock, par val@d $@&r share, of the Compa

“Stock Appreciation Rigl” means an Award that entitles a Grantee upon exeteithe excess of the Fair Market Value
the Stock underlying the Award over the base pestablished in respect of such Stc

“Subsidiary” means any corporation in an uklerochain of corporations beginning with the Compinat the time of
granting of an Award, each of the corporations€othan the last corporation in the unbroken chaims stock possessing
50% or more of the total combined voting power lbtkasses of stock in one of the other corporationthe chain
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3. ADMINISTRATION.

(a) The Plan shall be administered by the Commiteat the discretion of the Board, the Boardhk event the Board is the
administrator of the Plan, references herein tddbmmittee shall be deemed to include the Board.Bdard may from time to time appoint a
member or members of the Committee in substituboror in addition to the member or members theaffite and may fill vacancies on the
Committee however caused. Subject to applicabletta@vBoard or the Committee may delegate to acembmittee or individual the ability to
grant Awards to employees who are not subject tergil liability under Section 16(b) of the Exclga@nAct with respect to transactions
involving equity securities of the Company at timeet any such delegated authority is exercised.

(b) The decision of the Committee as to all questiof interpretation and application of the Plaalldbe final, binding and conclusive on
all persons. The Committee shall have the authaoritis discretion, subject to and not inconsistgith the express provisions of the Plan, to
administer the Plan and to exercise all the powdrauthority either specifically granted to it untlee Plan or necessary or advisable in the
administration of the Plan, including without liatiion, the authority to grant Awards, to determtime persons to whom and the time or time
which Awards shall be granted, to determine the tgpd number of Awards to be granted, the numbshafes of Stock to which an Award
may relate and the terms, conditions, restricteoms$ Performance Goals relating to any Award; tereine Performance Goals no later than
such time as is required to ensure that an unaerkxivard which is intended to comply with the regaients of Section 162(m) of the Code
complies; to determine whether, to what extent, @mdker what circumstances an Award may be settkutelled, forfeited, accelerated
(including upon a “change in control”), exchangedsurrendered; to make adjustments in the term<scanditions (including Performance
Goals) applicable to Awards; to construe and inedrfne Plan and any Award; to prescribe, amende@saind rules and regulations relating to
the Plan; to determine the terms and provisiortk@fAward Terms (which need not be identical farthe&rantee); and to make all other
determinations deemed necessary or advisabledadministration of the Plan. The Committee mayezzirany defect or supply any omission
or reconcile any inconsistency in the Plan or in Award Terms granted hereunder in the manner atlget extent it shall deem expedient to
carry the Plan into effect and shall be the sot&faral judge of such expediency. No Committee mendhall be liable for any action or
determination made with respect to the Plan orfamgrd.

4. ELIGIBILITY.

(a) Awards may be granted to officers, employesdgpendent contractors and non-employee directdaredCompany or of any of the
Subsidiaries and Affiliates; providedhat (i) ISOs may be granted only to employeesliiding officers and directors who are also emeé&s)
of the Company or any of its “related corporatio(es defined in the applicable regulations promeldainder the Code) and (ii) Awards may
be granted only to eligible employees who are ngbleyed by the Company or a Subsidiary if such eyges perform substantial services for
the Company or a Subsidiary.

(b) No ISO shall be granted to any employee of@bepany or any of its Subsidiaries if such employeeas, immediately prior to the
grant of the ISO, stock representing more than d0%e voting power or more than 10% of the valtialbclasses of stock of the Company or
Parent or a Subsidiary, unless the purchase picié stock under such ISO shall be at least 14086 Fair Market Value at the time such
ISO is granted and the ISO, by its terms, shallh@ogxercisable more than five years from the agegranted. In determining the stock
ownership under this paragraph, the provisionseatiSn 424(d) of the Code shall be controlling.
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(c) No Award, except for Restricted Stock, shallgbanted to any employee or independent contradtoris subject to Section 409A of
the Code if such person is an employee or indepermbatractor of an Affiliate that is not a Subsigi, unless such Award conforms to the
requirements of Section 409A.

5. STOCK SUBJECT TO THE PLAN

(&) The maximum number of shares of Stock resefethe grant or settlement of Awards under thenRthe “Share Limit”) shall be
80,000,000 (including the number of shares of Staqected to be issued under the Exchange Offeryhall be subject to adjustment as
provided herein. The aggregate number of shar&8soak made subject to Awards granted during amafigear to any single individual shall
not exceed 3,000,000. Such shares may, in whdtegart, be authorized but unissued shares or sitha¢ shall have been or may be
reacquired by the Company in the open market,iiraf transactions or otherwise. If any sharesesuitip an Award are forfeited, cancelled,
exchanged or surrendered or if an Award othervésainates or expires without a distribution of &sato the Grantee, the shares of stock with
respect to such Award shall, to the extent of amghdorfeiture, cancellation, exchange, surrengemination or expiration, again be available
for Awards under the Plan.

(b) Except as provided in an Award Term or as atis® provided in the Plan, in the event of anyaxtdinary dividend or other
extraordinary distribution (whether in the formaafsh, Stock, or other property), recapitalizatgiock split, reverse split, reorganization,
merger, consolidation, spin-off, recapitalizationmbination, repurchase, or share exchange, or sitmdar corporate transaction or event, the
Committee shall make such equitable changes ostd@nts as it deems necessary or appropriate toraalyof (i) the number and kind of
shares of Stock or other property (including cash) may thereafter be issued in connection withals or the total number of Awards
issuable under the Plan, (ii) the number and kirghares of Stock or other property issued or U@ respect of outstanding Awards, (iii)
exercise price, grant price or purchase priceirglab any Award, (iv) the Performance Goals andlfe individual limitations applicable to
Awards; provided that, with respect to ISOs, anjystthent shall be made in accordance with the piong of Section 424(h) of the Code and
any regulations or guidance promulgated thereuradhet provided further that no such adjustment staalse any Award hereunder which is or
becomes subject to Section 409A of the Code tddasbmply with the requirements of such section.

6. SPECIFIC TERMS OF AWARDS

(a) General Subject to the terms of the Plan and any apdicAtwvard Terms, (i) the term of each Award shallftwesuch period as may
be determined by the Committee, and (ii) paymentsetmade by the Company or a Subsidiary or Aféligpon the grant, maturation, or
exercise of an Award may be made in such formb@€bmmittee shall determine at the date of grathiereafter, including, without
limitation, cash, Stock or other property, and rbaymade in a single payment or transfer, in instits, or, subject to the requirements of
Section 409A of the Code on a deferred basis.

(b) Awards. The Committee is authorized to grant to Grantkedollowing Awards, as deemed by the Committebeg@onsistent with
the purposes of the Plan. The Committee shall héterthe terms and conditions of such Awards, atest with the terms of the Plan.
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0] Options. The Committee is authorized to grant Options tar@es on the following terms and conditic

(A)
(B)

(©)

(D)

The Award Terms evidencing the grant of an Optindar the Plan shall designate Option as an ISO or an NQS

The exercise price per share of Stock purcHasaixer an Option shall be determined by the Cdtemibut in no
event shall the exercise price of an Option peresb&Stock be less than the Fair Market Value sfi@e of Stock as
the date of grant of such Option. The purchaseemicStock as to which an Option is exercised dbmlpaid in full at
the time of exercise; payment may be made in aabith may be paid by check, or other instrumeneptable to the
Company, or, with the consent of the Committeeshiares of Stock, valued at the Fair Market Valu¢hendate of
exercise (including shares of Stock that otherwisald be distributed to the Grantee upon exercigkeoOption), or i
there were no sales on such date, on the nextgingcday on which there were sales or (if permitigdhe Committe:
and subject to such terms and conditions as itaesgrmine) by surrender of outstanding Awards utidePlan, or th
Committee may permit such payment of exercise gmjcany other method it deems satisfactory inigsretion. In
addition, subject to applicable law and pursuamrtzedures approved by the Committee, paymemteoéxercise
price may be made pursuant to a broker-assistéddesssexercise procedure. Any amount necessagtisfys
applicable federal, state or local tax withholdiequirements shall be paid promptly upon notifimatbf the amount
due. The Committee may permit the minimum amounéwfvithholding to be paid in shares of Stock poasly
owned by the employee, or a portion of the shaf&tark that otherwise would be distributed to sentployee upon
exercise of the Option, or a combination of cast stmares of such Stoc

Options shall be exercisable over the exem&sed (which shall not exceed ten years from e @f grant), at such
times and upon such conditions as the Committeedatgrmine, as reflected in the Award Terms; predgithat, the
Committee shall have the authority to acceleragestkercisability of any outstanding Option at sticte and under
such circumstances as it, in its sole discretieenas appropriat

Upon the termination of a Grantee’s employnmmargervice with the Company and its SubsidiarieAfitiates, the
Options granted to such Grantee, to the extenthiegtare exercisable at the time of such ternmonaghall remain
exercisable for such period as may be providetderapplicable Award Terms, but in no event follogvthe expiration
of their term. The treatment of any Option thatnexercisable as of the date of such terminatiail bk as set forth in
the applicable Award Term



(ii)

(E)
(F)

(A)

(B)

(©)

(D)

(E)

Options may be subject to such other conditiasgshe Committee may prescribe in its discretioas may be required
by applicable law

Notwithstanding anything to the contrary hereirargs of Options may be made hereunder which haveetims an
conditions set forth in the Exchange Off

Restricted Stoc.

The Committee may grant Awards of Restricted Stautter the Plan, subject to such restrictions, texnusconditions
as the Committee shall determine in its sole dismmeand as shall be evidenced by the applicablaréirerms
(provided that any such Award is subject to thaimgsequirements described herein). The vesting Restricted
Stock Award granted under the Plan may be conditiarpon the completion of a specified period of leyypent or
service with the Company or any Subsidiary or Adf#, upon the attainment of specified Performaaoals, and/or
upon such other criteria as the Committee may deter in its sole discretiol

The Committee shall determine the purchaseepridich, to the extent required by law, shall n@tess than par value
of the Stock, to be paid by the Grantee for eaehnesbf Restricted Stock or unrestricted stock oclstnits subject to
the Award. The Award Terms with respect to suclelstovard shall set forth the amount (if any) tgolaé by the
Grantee with respect to such Award and when anémuntiat circumstances such payment is require@ tmdde

Except as provided in the applicable Award Tgrnmo shares of Stock underlying a Restricted Sfagérd may be
assigned, transferred, or otherwise encumbereiposkd of by the Grantee until such shares ofkSiaue vested in
accordance with the terms of such Awe

If and to the extent that the applicable Awaestms may so provide, a Grantee shall have the taghote and receive
dividends on Restricted Stock granted under the.RJaless otherwise provided in the applicable AwBerms, any
Stock received as a dividend on or in connectiadh wistock split of the shares of Stock underharigestricted Stock
Award shall be subject to the same restrictionthashares of Stock underlying such RestrictedkSteeard.

Upon the termination of a Grantee’s employrm@mrgervice with the Company and its Subsidiarieaftiliates, the
Restricted Stock granted to such Grantee shallbjest to the terms and conditions specified ingpplicable Award
Terms.



(iii)

(iv)

(F)

Notwithstanding anything to the contrary hereirards of Restricted Stock may be made hereundethwizige the
terms and conditions set forth in the Exchange 1O

Restricted Stock Units The Committee is authorized to grant RestrictetISUnits to Grantees, subject to the following
terms and condition:

(A)

(B)

(©)

(D)

At the time of the grant of Restricted Stock Unitee Committee may impose such restrictions or itimmd to the
vesting of such Awards as it, in its discretiongighs appropriate, including, but not limited to, dohievement of
Performance Goals. The Committee shall have theoaityt to accelerate the settlement of any outstapdward of
Restricted Stock Units at such time and under sircimstances as it, in its sole discretion, deappopriate, subject
compliance with the requirements of Section 409AhefCode

Unless otherwise provided in the applicable Adv@ierms or except as otherwise provided in the,Rlpon the vesting
of a Restricted Stock Unit there shall be deliveieethe Grantee, as soon as practicable followhegdiate on which
such Award (or any portion thereof) vests, that benof shares of Stock equal to the number of Réstk Stock Units
becoming so veste

Subject to compliance with the requirementSection 409A of the Code, Restricted Stock Unity pravide the
Grantee with the right to receive dividend equinaigayments with respect to Stock actually or nulty subject to th
Award, which payments may be either made curremtlgredited to an account for the Grantee, and Ipeagettled in
cash or Stock, as determined by the Committee. M settlements and any such crediting of dividendvalents
may be subject to such conditions, restrictions@mingencies as the Committee shall establishudiing the
reinvestment of such credited amounts in Stockvedets.

Upon the termination of a Gran’s employment or service with the Company and itssiliaries or Affiliates, th
Restricted Stock Units granted to such Granted beatubject to the terms and conditions specifietie applicable
Award Terms

Other Stoc-Based or Cas-Based Award..

(A)

The Committee is authorized to grant Awards&stantees in the form of Other Stock-Based AwardSthier Cash-
Based Awards, as deemed by the Committee to béstentswith the purposes of the Plan. The Committesd|
determine the terms and conditions of such Awardssistent with the terms of the Plan, at the datgant or
thereafter, including the Performance Goals antbpaance periods. Stock or other securities or @rypdelivered
pursuant to an Award in the nature ¢



purchase right granted under Section 6(iv) shapdrehased for such consideration, paid for at $meés, by such
methods, and in such forms, including, without tation, Stock, other Awards, notes or other propexs the
Committee shall determine, subject to any requiagorate actior

(B) With respect to a Covered Employee, the maximumevaf the aggregate payment that any Grantee neajweewith
respect to Other Cash-Based Awards pursuant t&#ason 6(b)(iii) in respect of any annual perfamoe period is
$5,000,000 and for any other performance periaekoess of one year, such amount multiplied by etifra, the
numerator of which is the number of months in tefgrmance period and the denominator of whickvied\e. No
payment shall be made to a Covered Employee prithe certification by the Committee that the Perfance Goals
have been attained. The Committee may establidhather rules applicable to the Other Stock- ortEBased Award
to the extent not inconsistent with Section 162¢frthe Code

(C) Payments earned in respect of any (-Based Award may be decreased or, with respectt@aantee who is not
Covered Employee, increased in the sole discretidhe Committee based on such factors as it degmopriate

7. GENERAL PROVISIONS

(a) Nontransferability, Deferrals and Settlementimless otherwise determined by the Committeeraviged in an Award Term or set
forth below, but in accordance with the Code angapplicable laws, Awards shall not be transferddyle@ Grantee except by will or the laws
of descent and distribution and shall be exercésdbling the lifetime of a Grantee only by suchria or his guardian or legal representative.
Any Award shall be null and void and without effegton any attempted assignment or transfer, exaseperein provided, including without
limitation any purported assignment, whether vadmyor by operation of law, pledge, hypothecatioother disposition, attachment, divorce,
trustee process or similar process, whether legadjoitable, upon such Award. The Committee maynteBrantees to elect to defer the
issuance of shares of Stock or the settlement crAsvin cash under such rules and proceduresadissed under the Plan to the extent that
such deferral complies with Section 409A of the €add any regulations or guidance promulgated tineier. Notwithstanding the foregoing
but subject to applicable law, the Committee irsdte discretion may grant transferable NQSOs thyan becoming fully vested and
exercisable, may be transferred to a third-partgyant to an auction process approved or establishdy the Company.

(b) Leave of Absence; Reduction in Service LevEhe Committee may determine, in its discretigmfiether, and the extent to which,
an Award shall vest during a leave of absencewtigther, and the extent to which, a reductioreivise level (for example, from full-time to
part-time employment), shall cause a reductiomtber change, in an Award, and (iii) whether a éafabsence or reduction in service shall
be deemed a termination of employment or servic¢hi® purpose of the Plan and the Award Terms.Qdrmamittee shall also determine all
other matters relating to whether the employmersteovice of a recipient of an Award is continuooisgurposes of the Plan and the Award
Terms.
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(c) No Right to Continued Employment, etdothing in the Plan or in any Award granted oy &ward Terms, promissory note or other
agreement entered into pursuant hereto shall copien any Grantee the right to continue in the espk service of the Company, any
Subsidiary or any Affiliate or to be entitled toyaremuneration or benefits not set forth in thenRlathe applicable Award Terms or to interl
with or limit in any way the right of the Companyany such Subsidiary or Affiliate to terminate s&rantee’s employment or service.

(d) Cancellation and Rescission of Awardehe following provisions of this Section 7(d) 8faoply to Awards granted to (i) Grantees
who are classified by the Company or a Subsidiargraexecutive officer, senior officer, or offideollectively, “Officers”) of the Company or
a Subsidiary, (ii) Grantees who are non-employeecttirs of the Company, and (iii) certain otherr@eas designated by the Committee or the
Board to be subject to the terms of this Sectial) uch designated Grantees together with Offiaatsnon-employee directors are referred to
collectively as “Senior Grantees”). The Committeehe Board, in its sole discretion, may cancedcired, forfeit, suspend or otherwise limit or
restrict any unexpired Award at any time if the BeGrantee engages in “Detrimental Activitydy defined below). Furthermore, in the eve
Senior Grantee engages in Detrimental Activityrgt time prior to or during the six months after axercise of an Award, lapse of a
restriction under an Award or delivery of Commondt pursuant to an Award, such exercise, lapseloraty may be rescinded until the later
of (i) two years after such exercise, lapse onaeji or (ii) two years after such Detrimental Adlyv Upon such rescission, the Company at its
sole option may require the Senior Grantee todjivdr and transfer to the Company the sharesafkSteceived by the Senior Grantee upon
such exercise, lapse or delivery, (ii) pay to tlwenpany an amount equal to any realized gain reddiyehe Senior Grantee from such
exercise, lapse or delivery, (iii) pay to the Compan amount equal to the market price (as of Xeectse, lapse or delivery date) of the Stock
acquired upon such exercise, lapse or delivery siihe respective price paid upon exercise, lapselorery, if applicable or (iv) pay the
Company an amount equal to any cash awarded végect to an Award. The Company shall be entitleskteff any such amount owed to t
Company against any amount owed to the Senior €edny the Company. Further, if the Company comngaoeaction against such Senior
Grantee (by way of claim or counterclaim and inahlgddeclaratory claims), in which it is preliminigror finally determined that such Senior
Grantee engaged in Detrimental Activity or otheemwisolated this Section 7(d), the Senior Grantesdl shimburse the Company for all costs
and fees incurred in such action, including butlimoited to, the Company’s reasonable attorneyssfé\s used in this Section 7(d),
“Detrimental Activity” shall include: (i) the failure to comply with therins of the Plan or Award Terms; (ii) the failuoecomply with any tert
set forth in the Company’s Key Employee Agreeméantgpective of whether the Senior Grantee is &ygarthe Key Employee Agreement);
(iii) any activity that results in termination dfeé Senior Grantee’'s employment for Cause; (iv)odation of any rule, policy, procedure or
guideline of the Company; or (v) the Senior Grartieimg convicted of, or entering a guilty plea widlspect to a crime whether or not
connected with the Company.

(e) Taxes The Company or any Subsidiary or Affiliate istarized to withhold from any Award granted, any payt relating to an
Award under the Plan, including from a distributiminStock, or any other payment to a Grantee, atsoofrwithholding and other taxes due in
connection with any transaction involving an Awaadd to take such other action as the Committeedaayn advisable to enable the Comg
and Grantees to satisfy obligations for the paymémtithholding taxes and other tax obligationstilg to any Award. This authority shall
include authority to withhold or receive Stock ¢her property and to make cash payments in respecof in satisfaction of a Grantee’s tax
obligations; provided, however, that the amourtaafwithholding to be satisfied by withholding Skoghall be limited to the minimum amount
of taxes, including employment taxes, requiredeaithheld under applicable federal, state andlleea
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(f) Stockholder Approval; Amendment and Terminatidrhe Plan shall take effect on the Adoption Datfject to the requisite approval
of a majority of the stockholders of the Companfgich approval must occur within twelve (12) montfishe date that the Plan is adopted by
the Board. If such approval has not been obtainddmthe twelve (12) month period, all Awards piasly granted, exercised or purchased
under the Plan shall be rescinded, canceled arehteoull and void. The Board may amend, alter scatitinue the Plan and outstanding
Awards thereunder, but no amendment, alteratiodjsmontinuation shall be made that would impaér ights of a Grantee under any Award
theretofore granted without such Grantee’s consertat without the approval of the stockholders described below) would, except in the
case of an adjustment as provided in Section fease the total number of shares of Stock resdordtie purpose of the Plan. In addition,
stockholder approval shall be required with respeetny amendment with respect to which sharehagdproval is required under the Code,
rules of any stock exchange on which Stock is tieted or any other applicable law. Unless eatkeminated by the Board pursuant to the
provisions of the Plan, the Plan shall terminateh@ntenth anniversary of (i) its Adoption Date(igrthe date the Plan is approved by a majc
of the stockholders of the Company, whichever iieraNo Awards shall be granted under the Plderafuch termination date.

(9) No Rights to Awards; No Stockholder Rightdo Grantee shall have any claim to be grantedfamgrd under the Plan, and there is
no obligation for uniformity of treatment of Graete No Grantee shall have any right to paymenéttiesnent under any Award unless and
until the Committee or its designee shall have meiteed that payment or settlement is to be madeepixas provided specifically herein, a
Grantee or a transferee of an Award shall havégitg as a stockholder with respect to any sharesred by the Award until the date of the
issuance of such shares.

(h) Unfunded Status of AwardsThe Plan is intended to constitute an “unfundeldh for incentive and deferred compensation. With
respect to any payments not yet made to a Grants@gnt to an Award, nothing contained in the Rlaany Award shall give any such
Grantee any rights that are greater than thosegeharal creditor of the Company.

(i) No Fractional SharesNo fractional shares of Stock shall be issuededivered pursuant to the Plan or any Award. Then@itee
shall determine whether cash, other Awards, orrgih@perty shall be issued or paid in lieu of streletional shares or whether such fractional
shares or any rights thereto shall be forfeitedtberwise eliminated.

() Regulations and Other Approvals.

0] The obligation of the Company to sell or deliveock with respect to any Award granted under the Blall be subject to .
applicable laws, rules and regulations, includiti@aplicable federal and state securities laws, e obtaining of all such
approvals by governmental agencies as may be deeavedsary or appropriate by the Commit

(i) Each Award is subject to the requirement thatt #rey time the Committee determines, in its absotliscretion, that th
listing, registration or qualification of Stock issble pursuant to the Plan is required by any #&siexchange or under any
state or federal law,
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the consent or approval of any governmental regotdiody is necessary or desirable as a conditiparon connection
with, the grant of an Award or the issuance of Btoo such Award shall be granted or payment ma®&tack issued, in
whole or in part, unless listing, registration, lifization, consent or approval has been effectedttained free of any
conditions not acceptable to the Commit

(iii)  Inthe event that the disposition of Stoclgated pursuant to the Plan is not covered by a tuerent registration statement
under the Securities Act of 1933, as amended @aeurities Act”), and is not otherwise exempt fremeh registration, such
Stock shall be restricted against transfer to #ierg required by the Securities Act or regulatitmereunder, and the
Committee may require a Grantee receiving Stockyant to the Plan, as a condition precedent tapeoesuch Stock, to
represent to the Company in writing that the Stacuired by such Grantee is acquired for investraplyt and not with a
view to distribution

(k) Section 409A This Plan is intended to comply and shall be aistéred in a manner that is intended to comply \8iéction 409A of
the Code and shall be construed and interpretaddardance with such intent. To the extent thadward, issuance and/or payment is subject
to Section 409A of the Code, it shall be awardedf@nissued or paid in a manner that will complytw&ection 409A of the Code, including
proposed, temporary or final regulations or anyeotjuidance issued by the Secretary of the Treamudlythe Internal Revenue Service with
respect thereto. Any provision of this Plan thatildacause an Award, issuance and/or payment toofaihitisfy Section 409A of the Code shall
have no force and effect until amended to compiy Wiode Section 409A (which amendment may be retingato the extent permitted by
applicable law).

(I) Governing Law. The Plan and all determinations made and actadten pursuant hereto shall be governed by the ddwee State of
Delaware without giving effect to the conflict @ws principles thereof. Notwithstanding anythinghte contrary herein, the Committee, in
order to conform with provisions of local laws amegjulations in foreign countries in which the Compar its Subsidiaries operate, shall have
sole discretion to (i) modify the terms and corais of Awards made to Grantees employed outsidetited States, (ii) establish sub-plans
with modified exercise procedures and such othatifications as may be necessary or advisable uheecircumstances presented by local
laws and regulations,; and (iii) take any actioriclihit deems advisable to obtain, comply with drestvise reflect any necessary governmental
regulatory procedures, exemptions or approvals weispect to the Plan or any sub-plan establishesuhder.
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Exhibit 10.14

AS AMENDED DECEMBER 10, 2007
AND AS FURTHER AMENDED FEBRUARY 4, 2009

VMWARE, INC.
2007 EMPLOYEE STOCK PURCHASE PLAN

Section 1. Purpose of Plan

The VMware, Inc. 2007 Employee Stock Purchase Rlen“Plan”) is intended to provide a method by etheligible employees of
VMware, Inc. (“VMware”) and its subsidiaries (cattévely, the “Company”) may use voluntary, systeimagyroll deductions to purchase
VMware’s class A common stock, $.01 par value,q¢kt) and thereby acquire an interest in the fubfrféMware. For purposes of the Plan, a
subsidiary is any corporation in which VMware owdsectly or indirectly, stock possessing 50% orenof the total combined voting power
of all classes of stock unless the Board of Dinexctd VMware (the “Board of Directors”) determinist employees of a particular subsidiary
shall not be eligible.

Section 2. Options to Purchase Stock

Under the Plan, no more than 6,400,000 share®ok stre available for purchase (subject to adjustrae provided in Section 16)
pursuant to the exercise of options (“options”)ngea under the Plan to employees of the Compamyfleyees”). The stock to be delivered
upon exercise of options under the Plan may beeghares of the Company’s authorized but unisstesk, or shares of reacquired stock, as
the Board of Directors shall determine.

Section 3. Eligible Employees

Except as otherwise provided in Section 20, eaghl@ee who has completed three months or more mfragous service in the employ
of the Company shall be eligible to participatéhia Plan. Notwithstanding any other provision hereidividuals who are not
contemporaneously classified as employees of VMwasn eligible subsidiary for purposes of VMwaretshe applicable eligible
subsidiary’s payroll system are not consideredeteligible employees and shall not be eligibleddipipate in the Plan. In the event any such
individuals are reclassified as employees of VMwaran eligible subsidiary for any purpose, inchgliwithout limitation, common law or
statutory employees, by any action of any thirdypancluding, without limitation, any governmergency, or as a result of any private lawsuit,
action or administrativ



proceeding, such individuals shall, notwithstandingh reclassification, remain ineligible for paigation. Notwithstanding the foregoing, the
exclusive means for individuals who are not conterapeously classified as employees of VMware oglagible subsidiary on the applicable
payroll system to become eligible to participat¢his Plan is through an amendment to this Plaly, eikecuted by VMware, which specifically
renders such individuals eligible to participatectie.

Section 4. Method of Participation

Option periods of any duration up to 27 monthseimgth shall be determined by the Committee. Irethent no period is designated by
Committee, the option periods shall have a duratiosix months commencing on the first day follog/iiermination of the prior period. For
example, if an option period ends on July 31, tilefving option period would be August 1 througmdary 31 unless the Committee
determines otherwise prior to commencement of $olidwing option period. Each person who will bee&ligible employee on the first day of
any option period may elect to participate in thenFby executing and delivering, at least one lagsrday prior to such day, a payroll deduc
authorization in accordance with Section 5. Sucplegee shall thereby become a participant (“pgséiot”) on the first day of such option
period and shall remain a participant until hider participation is terminated as provided inRten. The Company may permit participants to
elect or indicate whether an enrollment electiargeomade, will apply to subsequent option perioiflsout being required to submit a new
enroliment form. If an employee makes an enrollna@ttion that does not apply to subsequent optésiods, the employee will be deemed to
have terminated his or her participation with respe subsequent option periods unless and umtiethployee submits a new enrollment form
in accordance with the Plan.

Section 5. Payroll Deductions

The payroll deduction authorization shall requeiholding, at a rate of not less than 2% nor nthes 15% from the participant’s
compensation (subject to a maximum of $7,500 pensinth option period and pro-rated for longer lvorser periods, at the Committee’s
discretion), by means of substantially equal pdytetiuctions over the option period; providdtbwever, that for option periods beginning
after October 1, 2008, any amount remaining inri@pant’s withholding account at the end of ariop period representing a fractional share
that is rolled over to the withholding account fiee next option period pursuant to Section 8 bglavirollover”) may be used to purchase
additional stock; furtheprovidedthat the maximum dollar amount per option perioalidhe reduced by the amount of any rollover. For
purposes of the Plan, “compensation” shall meanaah compensation paid to the participant by theg@any.
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A participant may only elect to change the withlddrate of his or her payroll deduction authoiizatoy written notice delivered to the
Company at least one business day prior to thed#g of the option period as to which the charsgte ibe effective. Following delivery to the
Company of any payroll deduction authorization ry alection to change the withholding rate of arpliyleduction authorization, appropriate
payroll deductions or changes thereto shall comm@scsoon as reasonably practicable. All amourttgeld in accordance with a participant’
payroll deduction authorization shall be crediteé twithholding account for such participant.

Section 6. Grant of Options

Each person who is a participant on the first dagnooption period shall as of such day be graatedption for such period. Such option
shall be for the number of shares of stock to kierdened by dividing (a) the balance in the paptieit's withholding account on the last day of
the option period by (b) the purchase price peresbthe stock determined under Section 7, amdiediting any fractional share from the
guotient. In the event that the number of shares #Hvailable under the Plan is otherwise insufficithe Company shall reduce on a
substantially proportionate basis the number ofeshaf stock receivable by each participant upa@rase of his or her option for an option
period and shall return the balance in a partidipamithholding account to such participant. Inexent shall the number of shares of stock that
a participant may purchase during any one six-moptfon period under the Plan exceed 750 share®ok, and praated for longer or short
periods, at the Committee’s discretion.

Section 7. Purchase Price

The purchase price of stock issued pursuant texkecise of an option shall be 85% of the fair reailalue of the stock at (a) the time of
grant of the option or (b) the time at which théio@pis deemed exercised, whichever is less. “Fairket value” shall mean the closing sales
price per share of the stock on the principal séearexchange on which the stock is traded dhefe is no such sale on the relevant date, then
on the last previous day on which a sale was refpit the stock is not listed for trading on aioaél securities exchange, the fair market value
of the stock shall be determined in good faithtey Board of Directors.

Section 8. Exercise of Options

If an employee is a participant in the Plan onl#sé business day of an option period, he or sk B deemed to have exercised the
option granted to him or her for that period. Upnich exercise, the Company shall apply the balahtfee participans withholding account 1
the purchase of the number of whole shares of stetdrmined under Section 6, and as soon as phbkttithereafter shall issue and deliver
certificates for said shares to the participantfidotional shares shall be issued hereunder. Afgnice accumulated in the participant’s
withholding account



that is not sufficient to purchase a full sharelldharetained in such account for any remainingussequent option period, subject to early
withdrawal by the participant as provided in Secti®. Any other monies remaining in the participantithholding account under the Plan
after the date of exercise shall be retuned tg#rBcipant or his or her beneficiary (as appliedlih cash, without interest.

Notwithstanding anything herein to the contrarg @ompany shall not be obligated to deliver anyeshanless and until, in the opinion
of the Company’s counsel, all requirements of ajafiie federal and state laws and regulations (@uetpany requirements as to legends) have
been complied with, nor, if the outstanding stachit the time listed on any securities exchangessrand until the shares to be delivered have
been listed (or authorized to be added to theifisin official notice of issuance) upon such excleamgr unless or until all other legal matters
in connection with the issuance and delivery ofebdave been approved by the Company’s counsel.

Section 9. Interest
No interest will be payable on withholding accounts

Section 10. Cancellation and Withdrawal

A participant who holds an option under the Plary wencel all (but not less than all) of his or bption by written notice delivered to 1
Company, in such form as the Company may presagpifoejded that the Company must receive such netideast 15 days before the last day
of the option period (the “Withdrawal Deadline”)n participant who delivers such written noticelsha deemed to have canceled his or her
option, terminated his or her payroll deductiorhauization with respect to the Plan and termindtiscbr her participation in the Plan, in each
case, as of the date of such written notice. Iretrent that the date of the Withdrawal Deadlinéhwiétspect to the applicable option period, ¢
be a Saturday, Sunday or day on which banks istate of Delaware are required or permitted toeglagparticipant may cancel his or her
option by written notice given on or prior to tleest business day immediately preceding such datlewing delivery of any such notice, any
balance in the participant’s withholding accountt e returned to such participant as soon as redsy practicable. Any participant who has
delivered such notice may elect to participatéhPlan in any future option period in accordanith the provisions of Section 4.

Section 11. Termination of Employment

Except as otherwise provided in Section 12, upertéhmination of a participant’s employment witle Bompany for any reason
whatsoever, he or she shall cease to be a particigad any option held by him or her under thenRlzall be
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deemed cancelled, the balance of his or her withihglaccount shall be returned to him or her, amdihshe shall have no further rights under
the Plan. For purposes of this Section 11, a ppatit’'s employment will not be considered termidatethe case of a transfer to the
employment of a subsidiary or to the employmerthefCompany. For purposes of the Plan, an indiVislemployment relationship is still
considered to be continuing intact while such ifdiial is on sick leave, or other leave of absemE@ed for purposes of this Plan by the
Company or a subsidiary; provided however, thatih period of leave of absence exceeds ninetyd@@, and the individual’s right to
reemployment is not guaranteed either by statutey@ontract, the employment relationship shallbemed to have terminated on the ninety-
first (91st) day of such leave.

Section 12. Death of Participant

In the event a participant holds any option hereurad the time his or her employment with the Conypa terminated by his or her
death, whenever occurring, then his or her legadesentative), may, by a writing delivered to th@r(any on or before the date such option is
exercisable, elect either (a) to cancel any sutiom@and receive in cash the balance in his omhiitholding account, or (b) to have the bala
in his or her withholding account applied as of de# day of the option period to the exerciseisfdan her option pursuant to Section 8, and
have the balance, if any, in such account in exoete total purchase price of the whole shardsaged returned in cash. In the event his or
her legal representative) does not file a writtlerctéon as provided above, any outstanding optiail e treated as if an election had been-
pursuant to subparagraph 12(a) above.

Section 13. Participant’s Rights Not Transferabte,

All participants granted options under the Plarlidtave the same rights and privileges. Each pagit’s rights and privileges under any
option granted under the Plan shall be exercisddnlimg his or her lifetime only by him or her, astthll not be sold, pledged, assigned, or
otherwise transferred in any manner whatsoeverpitmewill or the laws of descent and distributibmthe event any participant violates the
terms of this Section, any options held by him er tmay be terminated by the Company and, uponmrétuthe participant of the balance of his
or her withholding account, all his or her righteder the Plan shall terminate.

Section 14. Employment Rights

Neither the adoption of the Plan nor any of thevjzions of the Plan shall confer upon any particteny right to continued employment
with the Company or a subsidiary or affect in argywthe right of the Company to terminate the emplewt of such participant at any time.
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Section 15. Rights as a Shareholder
A participant shall have the rights of a sharehotddy as to stock actually acquired by him or heder the Plan.

Section 16. Change in Capitalization

In the event of a stock dividend, stock split omtxination of shares, recapitalization, merger incivihe Company is the surviving
corporation or other change in the Company'’s chgiteck, the number and kind of shares of stockemurities of the Company to be subject to
the Plan and to options then outstanding or torbatgd hereunder, the maximum number of sharesonrisies which may be delivered under
the Plan, the option price and other relevant @ionis shall be appropriately adjusted by the Bo&fdirectors, whose determination shall be
binding on all persons. In the event of a constilisaor merger in which the Company is not the &timg corporation or in the event of the <
or transfer of substantially all the Company’s ésgether than by the grant of a mortgage or sgcinierest), all outstanding options shall
thereupon terminate, provided that prior to the&ffie date of any such merger, consolidation ler sbassets, the Board of Directors shall
either (a) return the balance in all withholding@ants and cancel all outstanding options, or (bpkerate the exercise date provided for in
Section 8, or (c) if there is a surviving or acqugrcorporation, arrange to have that corporatioaroaffiliate of that corporation grant to the
participants replacement options having equivakemhs and conditions as determined by the Boamirefctors.

Section 17. Administration of Plan

The Plan will be administered by the Board of Dioes. The Board of Directors will have authoritptinconsistent with the express
provisions of the Plan, to take all action necessamppropriate hereunder, to interpret its priovis, and to decide all questions which may
arise in connection therewith. Except with respedifficers of the Company who are subject to ggorting requirements of Section 16 of the
Securities Act of 1934, management of the Comparmsio authorized to resolve participant disputeteuthe Plan, consistent with the terms
of the Plan and any agreements thereunder anch&erypietations or guidance issued under the Plahdfoard of Directors or the Committ

The Board may, in its discretion, delegate its peweith respect to the Plan to an Employee Beidéih Committee or any other
committee (the “Committee”), in which event alleegnces to the Board of Directors hereunder, inctpdiithout limitation the references in
Section 17, shall be deemed to refer to the Coramith majority of the members of any such Commistegll constitute a quorum, and all
determinations of the Committee shall be made imaprity of its members. Any determination of then@nittee under the Plan may be made
without notice or meeting of the Committee by atiwg signed by all of the Committee members.
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Determinations of the Board of Directors, the Cotteei or where appropriate, management of the Coyshiall be conclusive and sh
bind all parties.

Section 18. Amendment and Termination of Plan

The Board of Directors may at any time or times adihe Plan or amend any outstanding option opoaptfor the purpose of satisfying
the requirements of any changes in applicable @wsgulations or for any other purpose which matha time be permitted by law, provided
that (except to the extent explicitly required ermitted herein) no such amendment will, withoet dpproval of the shareholders of the
Company, (a) increase the maximum number of skeraitable under the Plan, (b) reduce the optiooepof outstanding options or reduce the
price at which options may be granted, (c) chahgeconditions for eligibility under the Plan, o) @mnend the provisions of this Section 18 of
the Plan, and no such amendment will adverselytfie rights of any participant (without his or lkensent) under any option theretofore
granted.

The Plan may be terminated at any time by the Bo&Rirectors, but no such termination shall adebraffect the rights and privileges
of holders of the outstanding options.

Section 19. Approval of Shareholders

The Plan shall be subject to the approval of tleeetiolders of the Company, which approval shalidmmired within twelve months after
the date the Plan is adopted by the Board of DirectNotwithstanding any other provisions of tharRIno option shall be exercised prior to
date of such approval.

Section 20. Limitations
Notwithstanding any other provision of the Plan:

(a) An employee shall not be eligible to receiveoption pursuant to the Plan if, immediately aftex grant of such option to him or her,
he or she would (in accordance with the provisiminSections 423 and 424(d) of the Internal Revebaode of 1986, as amended (the “Code”))
own or be deemed to own stock possessing 5% or afdhe total combined voting power or value ofdéisses of stock of the employer
corporation or of its parent or subsidiary corpmmtas defined in Section 424 of the Code InteRmlenue Code of 1986, as amended (the
“Code").

(b) No employee shall be granted an option undsrRkan that would permit his or her rights to fhase shares of stock under all
employee stock purchase plans (as defined in $e488 of the Code) of VMware or any subsidiary argmt corporation to accrue at a rate
which exceeds $25,000 in fair market value of such



stock (determined at the time the option is granteddeach calendar year during which any suchoopgiranted to such employee is outstan
at any time, as provided in Section 423 of the Code

(c) No employee shall be granted an option underRkan that would permit him or her to withhold raehan $7,500 in each six-month
option period, and pro-rated for longer or shopieriods, at the Committee’s discretion, or $15,080calendar year, less the amount of any
rollover.

(d) No employee whose customary employment is 20<hor less per week shall be eligible to partitpa the Plan.

(e) No independent contractor shall be eligiblpadicipate in the Plan.

Section 21. Jurisdiction and Governing Law.

The Company and each participant in the Plan sutantite exclusive jurisdiction and venue of theefed or state courts of Delaware to
resolve issues that may arise out of or relateéd™an or the same subject matter. The Plan isbabverned by the laws of Delaware,
excluding its conflicts or choice of law rules aimeiples that might otherwise refer constructigrirgerpretation of this Plan to the substantive
law of another jurisdiction.

Section 22: Compliance with Foreign Laws and Refpiia.

Notwithstanding anything to the contrary hereirg Board, in order to conform with provisions ofdbtaws and regulations in foreign
countries in which the Company or its subsidiadpsrate, shall have sole discretion to (i) advgrseddify the terms and conditions of options
granted to participants employed outside the Urftdes to the extent consistent with the proposdithal US Treasury regulations under
Code Section 423; (i) establish comparable plaasdre not intended to qualify under Code Sect@®with the shares to be taken from the
allotment available under this Plan and with meaifenroliment or exercise procedures and/or establich other modifications as may be
necessary or advisable under the circumstancesmisgsby local laws and regulations; and (iii) takg action which it deems advisable to
obtain, comply with or otherwise reflect any neeeggjovernmental regulatory procedures, exempiiwrapprovals with respect to the Plan or
any sub-plan established hereunder.



Exhibit 10.17

AMENDMENT #11 TO
VMWARE DISTRIBUTOR AGREEMENT

This Amendment, dated June 5, 2008 (the “EffedDege”), is being made to the VMware Distributor Agreemeatied May 17, 2002 (VMwa
Contract #1322) (the “Agreement”) by and betweegram Micro Inc. (“Distributor”) and VMware, Inc. YMware”).

This Amendment shall become part of and subjetitederms and conditions of the Agreement whickhepkas modified herein, remains
unchanged and in full force and effect. In the ¢w#rany conflict between the terms of this Amendirend the Agreement, the terms of this
Amendment shall govern. All terms not otherwiserd herein shall have the meaning ascribed to ihetine Agreement.

WHEREAS, the parties desire to amend the provisadrise Agreement; and
WHEREAS, the parties may amend the Agreement bytaahwritten agreement;

NOW, THEREFORE, in consideration of the foregoingitals, and for good and valuable consideratios réceipt and sufficiency of whit
are hereby acknowledged, intending to be legallynbichereby, the undersigned parties agree as fellow

The parties agree to amend the Agreement withdb#ian of Section 14 as follows:

14. Market Development Fund (MDF) Progra: Distributor may participate in VMwa'’s Distributor MDF Program and Regional MI
Program subject to the following tern

(@) Distributor acknowledges that Distributor has rexée and agreed to the tt-current Distributor MDF and Regional ML
Guidelines and policies and Qualifying Expensesuboent (“MDF Guidelines”) located on the VMware wigbsit
http://www.vmware.com/partnercentior designated successor VMware s“VMware Partner Websi").

(b) Distributor acknowledges that Distributor has rexée and agreed to the tt-current rules and approved Distributor MDF ¢
Regional MDF activity list referenced in the tl-current VMware Guidelines posted on the VMware iartVebsite

(c) The MDF Guidelines may be modified from time toeifoy VMware with thirty (30) days prior written nce to Distributor
Distributor agrees to review these guidelines ragylto understand the then-current requiremendsbemefits. If any modification
by VMware to the MDF Guidelines is unacceptabl®istributor, Distributor’'s sole and exclusive rergeghall be to elect not to
participate in the applicable MDF Program:

By execution hereof, the signers certify they heaged and agree to be bound by this Amendment andudy authorized to execute this
Amendment on behalf of the parties.

Ingram Micro Inc. VMware, Inc.

By:  Jodi Honore By:  Michael A. Bartz
Name /s/ Jodi Honore Name /s/ Michael A. Bartz
Title: VP, Vendor Managemel Title: Sr. Contracts Manag:

Date: July 29, 2008 Date: July 24, 2008




Exhibit 10.3C
[VMware, Inc. letterhead]
May 25, 2005
Carl Eschenbach

Dear Carl:
This letter supersedes all offer letters dated decktay 25, 2005.

This letter is to confirm your promotion to a newasfiion with VMware, Inc. (the “Company”), a wholgwned subsidiary of EMC Corporation
(“EMC"), as Executive Vice President of Worldwidele Operations, commencing on May 16, 2005. Yol nport to me. Your annual base
salary will be $330,000.00 and will be paid semintidy in accordance with the Company’s normal pymmcedures. Your annual On Target
Earnings (OTE) will be $550,000.00. We will discassl finalize the details of the variable portidryour compensation plan by June 30,
2005.

Since we’re 75% of the way through the existing @th compensation plan period, we are going to nreagur achievement and calculate
your commissions exactly as your plan reads today. will be paid the same commissions and accelesatccording to how the Americ
geography performs through June 30, 2005. In amgisince your new variable compensation is $5@§7month greater than your existing
comp plan, we will pay you for 1.5 months or $8,560taking on the additional responsibilities odmaging the EMEA and Asia Pacific
geographies through June 30, 2005.

As a key employee of VMware’s team, you will pagate in a significant Long Term Incentive Progrdmat is in the process of being
finalized. A recommendation has been made to th€ EMecutive Compensation and Stock Option Commitiaeyou be granted 75,000
shares of restricted stock awards as part of VMiwdreng Term Incentive Program. The awards gratdegbu shall be governed by the terms
of the applicable stock plan.

In appreciation of your willingness to relocatehe Bay Area and also in anticipation of the hedgletd success of VMware that you will be a
key contributor to, you will also be eligible tacetve from EMC a special grant of 30,000 shareSME restricted stock. These shares will be
subject to the standard restricted stock awardngegeriod.

Per our discussions, the Company will relocate gd your family to the Bay Area in accordance wlith guidelines contained in the attached
Addendum. Please read this document, sign andrétatong with the offer lette



To indicate your acceptance of the Company’s offlErase sign and date this letter in the spacegedbelow and return it to Betsy Sutter. A
duplicate original is enclosed for your recordsisTiatter may not be modified or amended excep lyitten agreement, signed by an officer
of the Company and by you. This offer expires sg@rdays from the date of this letter.

We are looking forward to your continued succedh WMware.
Sincerely,
/s/ Diane Green

Diane Greeni
Presiden

ACCEPTED AND AGREED TO this 3%day of May, 2005.

s/ Carl Eschenbac
Carl Eschenbac

Enclosures (1)
Duplicate Original Lette



Addendum

The Company agrees to assist you with your relonat the Bay Area. This addendum outlines theildetyour relocation assistance. You
will receive the following:

Travel to the Bay Area:

The Company will reimburse all actual and reasamalzpenses of transporting you and your immedéately to the Bay Area. Eligible
reimbursable expenses include mileage, tolls, b@et meal costs. Original receipts are requiredeimmbursement. If travel is not by
automobile, the cost for a one-way coach air tié&et/ou and your immediate family will be covered.

Temporary Housing:

You are eligible for temporary housing for you amdir family. This is not to exceed ninety (90) ceaistive days and will start once your
family arrives.

Shipment and Storage of Household Goods:
The Company agrees to pay for the shipment of lousehold goods and vehicles, and the storagdd§eads for up to ninety (90 days.

Incidentals:

In order to assist you with the incidental cossoagted with relocation, the Company agrees toypaytwo (2) months of your base salary, or
$55,000, “grossed-up” for taxes (see explanatidovige Should you choose to terminate your employngeming the twelve (12) month period
of your promotion to Executive Vice President of Mdwide Field Operations, you agree to fully reimimiVMware for the $55,000 dollars
paid to you.

Mortgage Assistance:

The Company agrees to pay you $7,000 per monttwiamty-four (24) months as mortgage assistance poggurchase a home in the Bay
Area. Should you choose to terminate your employrdaring the twenty-four (24) month period you egeeiving Mortgage Assistance, you
agree to fully reimburse VMware for all Mortgageststance dollars paid to you. In the event that g@uiinvoluntarily terminated from
VMware within the first twenty-four months of yopromotion to Executive Vice President of Worldwigield Operations for reasons other
than Cause, you will receive the unused portiothefMortgage Assistance that is due you pursuattmisgprovision.

For purposes of this agreement, “Cause” shall liieeldas 1) violation of VMware or EMC'’s policiesdluding VMware’s Key Employee
Agreement and EMC'’s Business Conduct Guidelined;3runsatisfactory performance after being advifeur performance deficiencies
and given an opportunity to cure such deficiencies.

“Gross-Up™:

You will be eligible for a tax contribution, or “gss-up”toward the potential tax liability for certain exyses reimbursed to you or paid on y
behalf. This gross-up is not intended to totallyjnpensate for the tax liability, but rather provadeontribution toward tax expenses. Each
employee’s tax liability and rate will be differeditie to the personal financial circumstances. ith@ortant to note that this “gross-upayment
is also taxable. You are encouraged to seek piofessax counsel and to keep careful records.t@keates that will be applied for gross-up
purposes will be 25% federal, 9.3% state, and 1.#5%ledicare



ACCEPTED AND AGREED TO this 31st day of May, 2005.

/s/ Carl Eschenbach
Carl Eschenbac




Exhibit 10.33
[VMware, Inc. letterhead]
November 24, 200

Mark Peek
VMware, Inc.

3401 Hillview Ave.
Palo Alto, CA 94304

Dear Mark,

This letter agreement amends the letter agreertfenti(etter Agreement"jlated June 13, 2007 relating to the 433,216 réstristock units th
were granted to you on June 7, 2007 under the VI\RA07 Equity and Incentive Plan (the “RSU3MNe last sentence of the first paragrap
the Letter Agreement is hereby deleted in its etytiand replaced with the following paragraph:

“In addition, the RSUs will become immediately vasin full if there is a change in control (as defi on Appendix A) and following such
change in control (1) your employment is termingtgd/Mware without Cause (as defined on AppendixoAf2) you terminate your
employment because your duties have been matediatinished such that you no longer serve as afCtiancial Officer of a public entity.

In order for you to invoke a termination due to toadition in clause (2) above, (A) you must pr@vdritten notice to the chief officer of
VMware's Human Resources group of your intentiotetoninate due to such condition within 90 dayshefinitial existence of such condition
and providing VMware with 30 days from receipt bétnotice to remedy such condition, and (B) VMwaiest fail to remedy such condition
within the 30 day cure period.”

Please indicate your agreement with the termsisfiéitter by a signing a copy of this letter antlineing it my attention.
Sincerely,
/s/ Paul Maritz

Paul Maritz
President and Chief Executive Offic

ACCEPTED AND AGREED TO this 2#day of November, 2008.

/s/ Mark Peel
Mark Peek




Exhibit 10.34
[VMware, Inc. letterhead]
Tod Nielsen

Dear Tod,

We are pleased to offer you a position with VMwane, (the “Company”) as Chief Operating Officeonemencing on January 5, 2009. You
will report to Paul Maritz, the Company’s CEO. Yamnualized base salary of $600,000 will be paidisaonthly in accordance with the
Company’s normal payroll procedures. You will bigigle to participate in the Company’s benefit land programs available to our ftiihe
regular employees.

You will be eligible to earn a performance bonusd@gordance with VMware’s bonus program as it magimended from time to time.
Currently, you will be eligible to earn a bonushwitn annual target of 100% of your annual baseysala a prorated basis from your date of
hire through the end of the applicable bonus peradhis time, eligibility and the amount of therws, if any, is based upon your performance
and that of the Company.

A one-time sign-on bonus of $120,000, less applecalithholdings and deductions, will be paid to weithin 45 days of your start date. If you
voluntarily terminate employment on or before thstfanniversary of your start date with the Compafu agree to reimburse the net amount
of the bonus within 10 days of your terminationedat

The Company will also provide you with an executigcation package which is described in AttachiderShould your employment with
Company terminate voluntarily or with Cause (asrd=f below) within two years of your starting dati¢h the Company, all relocation
reimbursements and payments made on your behatfleugpaid according to the following schedule:

* Payment in full if the termination of employmentacs within one year of your start da
* 50% repayment if termination occurs between onetandyears of your start dat
* No repayment is required for termination after tye@rs of your start dat

As a key employee of VMware, a recommendation éllmade to the Compensation and Corporate Govesr@mmmittee (the “Committee”)
of the Board of Directors that you be granted a-quoalified stock option to purchase shares of VMa@tass A common stock and restricted
stock units as detailed below at an upcoming mgetfrthe Committee following your date of hire. TWesting, exercise price and other terms
of the stock option and restricted stock unitsagglicable, will be set by the Committee at thaetimgy. Any stock option and restricted stock
units granted to you will be governed by the teemd conditions of the applicable grant agreemedttha VMware 2007 Equity and Incentive
Plan. The details of the grant recommendation sfellows:

Stock Options

You will be recommended for a non-qualified stogkion to purchase 400,000 shares of VMware ClassrAmon stock. Subject to the
terms of the VMware 2007 Equity and Incentive Rdad the stock option agreement, this stock optidin/est over four years, with 25¢

of the shares subject to the option vesting orfiteeanniversary of the date of grant and monthisreafter at a rate of 2.0833% of the
shares subject to the option. The option exeraiwe pvill be equal to the fair market value of VMrgeClass A common stock on the date
of the grant.

Restricted Stock Units

You will be recommended for a grant of 200,000riet&d stock units (the “RSUSs”). Subject to thentsrof the VMware 2007 Equity and
Incentive Plan and the restricted stock unit agexgnthese restricted stock units will vest overfgears, with 25% of the restricted st
units vesting on each anniversary of the date anfigthe”Grant Dat”).
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Change in Control

If there is a Change in Control (as defined belaw}ieu of any other severance or termination cengation (unless otherwise required
by law), 50% of any unvested RSUs (from the recomuee grant of 200,000 RSUs, described above) a#dd@@ny unvested stock
options (from the recommended grant of 400,000eshatescribed above) will become immediately ve§@Hange-in-Control
Acceleration”) in the event that:

1. The Company terminates your employment withcause (as defined below) during the first twelve therafter a Change in Control,
or

2. You terminate your employment for Good Reasard@&ined below) during the first twelve monthsati Change in Control.

Definitions
1. For purposes of this offer letter agreementhari@e in Control will be deemed to have occurred if

(a) any Person (as defined below), is or become8#meficial Owner (within the meaning set fortiRnle 13d—3 under the
Securities Exchange Act of 1934, as amended (“#ubh&nge Act”)), directly or indirectly, of secugt of the Company representing 35% or
more of either the then outstanding shares of comshack of the Company or the combined voting posfehe Company’s then outstanding
securities, excluding any Person who becomes s#naficial Owner in connection with (b) below;

(b) there is consummated a merger or consolidatidghe Company with any other corporation, otha@ntki) a merger or
consolidation which would result in the voting seties of the Company outstanding immediately ptsuch merger or consolidation
continuing to represent (either by remaining oundilag or by being converted into voting securitiéshe surviving entity or any parent
thereof) at least 50% of the combined voting poefehe securities of the Company or such survivengty or any parent thereof outstanding
immediately after such merger or consolidation(jipa merger or consolidation effected to implemamecapitalization of the Company (or
similar transaction) in which no Person is or beesithe Beneficial Owner, directly or indirectly,s#curities of the Company (not including in
the securities Beneficially Owned by such Personsaturities acquired directly from the Companyt®affiliates) representing 35% or more
of the combined voting power of the Company’s tbatstanding securities; or

(c) the stockholders of the Company approve a ptaromplete liquidation or dissolution of the Compar there is consummated
an agreement for the sale or disposition by the fizom of all or substantially all of the Compas@ssets, other than a sale or disposition b
Company of all or substantially all of the Compangssets to an entity, at least 50% of the combin&dg power of the voting securities of
which are owned by stockholders of the Companybstantially the same proportions as their ownershihe Company immediately prior to
such sale.

Notwithstanding anything in the foregoing to theattary, no Change in Control shall be deemed telwcurred for purposes of this
offer letter agreement by virtue of (i) any trangat which results in you, or a group of Personw/frich you have a substantial interest,
acquiring, directly or indirectly, 35% or more dfter the then outstanding shares of common stbtkkeoCompany or the combined voting
power of the Company’s then outstanding securdrgd) EMC Corporation’s (“EMC”) distribution ofte Company’s shares in a transaction
intended to qualify as a distribution under sec885 of the Internal Revenue Code of 1986, as aswnd

2. For purposes of this offer letter agreementoit®irrence of any of the following shall constttiCause,” provided that you have been
given notice by the Company of the existence of$gaand, if the existence of Cause is curable,soredle opportunity to cure the existenc
such Cause:

(a) willful neglect, failure or refusal by you te@gorm your employment duties (except resultingrfrgour incapacity due to illness)
as reasonably directed by the Company;

(b) willful misconduct by you in the performanceyafur employment dutie:
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(c) your indictment for a felony (other than traffelated offense) or a misdemeanor involving manglitude;

(d) your commission of an act involving personahainesty that results in financial, reputationabther harm to the Company
and/or its affiliates and/or its subsidiaries, uihg, but not limited to, an act constituting ngipeopriation or embezzlement of property; or

(e) your material violation of VMware’s Key Employ@greement and/or a material violation of any oilware policies
including but not limited to the Business Condugidglines.

The determination of Cause will be made by the Camypn its sole discretion.

3. For purposes of this offer letter agreementrsBe” shall have the meaning given in Section 3{a)f the Exchange Act, as modified
and used in Sections 13(d) and 14(d) thereof, eéxtbepsuch term shall not include (i) EMC, the Qamy or any of their respective
subsidiaries, (ii) a trustee or other fiduciaryding securities under an employee benefit plammefGompany or any of its affiliates, (iii) an
underwriter temporarily holding securities pursutanan offering of such securities and (iv) a cogtion owned, directly or indirectly, by the
stockholders of the Company in substantially threes@roportions as their ownership of stock of tieen@any.

4. For purposes of this offer letter agreement,dGBReason” for termination by you of your employitngmall mean the occurrence
(without your express written consent) of any @& fallowing:

(a) any materially adverse alteration in your rptékes, reporting relationship or in the naturestatus of your responsibilities;

(b) a material diminution by the Company in youisB&alary (excluding a reduction that also is appio all other executive
officers of the Company and that reduces your Esdary by a percentage reduction that is no grelaser the lowest percentage reduction
applied to any other executive officer); or a miatediminution by the Company in your aggregateusirbonus target;

(c) the relocation of your principal place of empttent to a location more than seventy-five (75)esifirom your principal place of
employment immediately prior to such relocation; or

(d) a material breach of this letter agreement.

In order for you to invoke a termination due to @doeason following a Change in Control, as desdrddgove, (A) you must provide written
notice to the senior officer of VMware’s Human Resms group of your intention to terminate dueuchscondition within 90 days of the
initial existence of such condition and provide Vihe with 30 days from receipt of the notice to rdynsuch condition, and (B) VMware mt
fail to remedy such condition within the 30 dayeperiod.”

The Company agrees to provide assistance to ysedaring and maintaining authorization for emplogiria the U.S. in accordance with the
terms of our Immigration Policy, a copy of whichingluded with this letter. You will be asked tgsithis document on your first day of
employment with the Company. Furthermore, givennéieire of your particular immigration situationetcompany retains sole discretion to
determine what efforts, if any, it will take to see or maintain your future authorization for empient in the U.S., if and when your
permission to work in the U.S. has otherwise lapsed

You should be aware that your employment with toben@any is for no specified period and constitutesih employment. As a result, you
free to resign at any time, for any reason or foreason. Similarly, the Company is free to conelitd employment relationship with you at
any time, with or without cause, and with or withootice.

You agree that, during the term of your employmeitihh the Company, you will not engage in any oteeployment, occupation, consulting or
other business activity directly related to theibess in which the Company is now involved or beesrimvolved during the term of your
employment, nor will you engage in any other atiggi that conflict with your obligations to the Cpamy.



-4-

On your first day of employment you will be askedstibmit verification of your legal right to work the U.S., and to sign and comply with
Key Employee Agreement which requires, among gphevisions, the assignment of patent rights toiamgntion made during your
employment at VMware, non-disclosure of proprietangl confidential information and compliance withl¥are’s Conflict of Interest
Guidelines. As a VMware employee, you will be expddo abide by company rules and regulations.

This letter, along with the standard employee ageed, contains all of the terms, promises, repttasiens, and understandings between the
parties regarding these matters prior the dateohefe indicate your acceptance of the terms amdiitions set forth in this letter, please sign
and date it in the space provided below and ratumme. A duplicate original is enclosed for yoacords.

This letter may not be modified or amended excg@ lvritten agreement, signed by an officer of@menpany and by you.
We are looking forward to having you join VMware.

Sincerely,

/s/ Betsy Sutter
Betsy Sutte
Vice President, Human Resour

ACCEPTED AND AGREED TO this 2nd day of January, 2(

/s/ Tod Nielsen Start Date 1/5/09
Tod Nielser




Household Goods Shipmen

Final Move

Home Finding Trip

Departure Home Sale Assistanc

Destination Home Purchase
Assistance

Misc. Allowance

Tax Gross-Up

Attachment A

TN — Executive Relocation Package Details

Packing, Transporting and Insuring (20,000 Ibs C
Customary Crating

Appliance Services

Two Automobiles, if over 500 miles

No Bulky Articles

Homeowner: 60 days of stora

For one perso

One-Way Economy Airfare if over 500 miles or

Mileage for two cars at current rate, (eaghraust travel 400 miles/day)
Reasonable meals and lodg

For one perso

Homeowners - 1 Trip (7 days/6 nights)

RT Economy Airfare or mileage for one cacatrent rate
Meals, Lodging and Rental Car for employee andatiger

SELL SMART!SMMarketing Assistance

Customary Closing Costs (no points-paid) up to 8% of the selling prit

BUY SMART!SMAssistance
Must have been homeowners previously
Customary Closing Costs (no pointsi-paid) up to 2% of the purchase pr

§7000

Equalization



Exhibit 10.35

VMware, Inc.
2009 Executive Bonus Program

Executive Bonus Program Objectives
Among the objectives of the VMware Bonus Prograg089 are to:

* motivate our executives to achieve our strategierational and financial goz
» reward superior performan

« attract and retain exceptional executives;

* reward behaviors that result in long term increagtedkholder valu

Overview

The Compensation and Corporate Governance Comrhisteadopted a cash bonus program relating torpgaface in 2009 (the “2009
Program”) under the 2007 Equity and Incentive Fthe “Plan”) providing for possible cash bonusespeacified executives of VMware, Inc.
and its consolidated subsidiaries (the “Companyhless otherwise indicated herein, provisions efftan shall apply to the 2009 Program.

In keeping with VMware’s philosophy of tying a stéustial portion of our executive compensation ® sichievement of measurable
achievements, a goals-based cash bonus prograbebagleveloped and implemented. The determinafiboraus payout will be made
semiannually after the conclusion of the semitual measurement periods ending on June 30 acehiber 31 based on results achieved b
company, as reported to the Compensation and Cagp&overnance Committee by the Corporate Contr@lenuses will be determined by
the Compensation and Corporate Governance Comnoitte Board of Directors (the “Administrator”)oBus payments will only occur if
certain predetermined company and individual (“MBObjectives are successfully achieved.

Bonus awards represent an unfunded, unsecured ggdimithe Company to pay a bonus amount deternbypdéite Compensation and
Corporate Governance Committee to each Participaninly upon satisfaction of the performanceecidt determined by the Compensation
and Corporate Governance Committee in accordartteting provisions set forth below.

Eligibility

All senior executives are eligible to be considefiardparticipation. However, no person is autonsadljcentitled to participate in the 2009
Program. Participants will be approved solely atdiscretion of the Compensation and Corporate Gaviee Committee and may be amended
at any time by the Compensation and Corporate Gavee Committee. Additionally, the executive muestih employee of the Company at
time the bonus is paid out in order to vest in trighreceive payment.

Participants may include officers of the Compangefined under Rule 16a-1 of the 1934 SecuritisshBrge Act (“Section 16 Officers”) and
other senior executives who are not Section 16c&ffi. At its discretion, the Compensation and CajgoGovernance Committee may dele
authority to the Chief Executive Officer to add imerexecutives who are not Section 16 Officersh®2009 Program.

Administration

As Administrator, the Compensation and Corporateggmance Committee is ultimately responsible faneuistering the 2009 Program. The
Administrator has all powers and discretion neagsseaappropriate to review and approve the 20@gyRm and its operation, including, but
not limited to, the power to (a) determine Partieits, (b) interpret the provisions of the 2009 Paoy (c) adopt rules for the administration,
interpretation and application of the 2009 Progmamsistent with the Plan, and (d) interpret, amaniévoke any such rules. All
determinations and decisions made by the Admirgstend any decisio



of the Administrator shall be final, conclusivedarinding on all persons, and shall be given thgimam deference permitted by law. The
Administrator, in its sole discretion, may amendeyminate the 2009 Program, or any part therdafng time and for any reason, subject tc
limitations set forth in Sections 3, 6(b)(iv) anadfthe Plan.

The Administrator shall exercise full authorityrtaake final determinations with respect to bonusestgd under the 2009 Program to
Section 16 Officers. The Administrator may, indiscretion, delegate authority over bonuses tadhaants who are not Section 16 Officers to
the Chief Executive Officer of the Company.

Target Percentage
The Administrator shall establish target bonuseskmnus formulas for the 2009 Program.

Target bonus amounts will be a percentage of adjmiht’s semi-annual base salary as of the da&t¢aityet bonus percentage is established.
The earned bonus amount, if any, may range from 80200% of the Target Bonus Percentage dependiog performance achievement.

Performance Period

Unless otherwise indicated, the performance pefiodsonuses granted under the 2009 Program sivafrom January 1, 2009 to June 30,
2009 and from July 1, 2009 to December 31, 200&:Hea “Performance Period”). Participants are rde@ during the period that they are
actively employed by VMware.

Participants are not eligible to participate in atlyer Company bonus or incentive plan during ddPeance Period. This exclusion does not
apply, however, to applicable employee referralusas, spot bonuses, equity awards, or Companyilootidns to qualified retirement or
savings plans.

New Hires: Bonus payouts will be prorated for newly hiredtjgdpants based on the number of days they ardamg during the
Performance Period.

Leaves of Absence Bonus payouts will be prorated for any time dgrihe Performance Period that a Participant isrounrgaid leave of
absence status. Unpaid leaves of absence exclagle #insences for which vacation, sick leave or @tbmpensation is paid directly by
the Company. Unpaid absences include those abstaroghich compensation is received from any sowtber than directly from the
Company.

Changes in Position Participants who move from one 2009 bonus-elgjisition to a different 2009 bonus-eligible positwith a
different target bonus percentage may earn a thgais prorated on base pay and bonus at theo$tath period.

Termination : In order to vest and the right to receive a bamuer the 2009 Program, an employee must be attive employment
status or on approved leave at the day the borpedsout. An employee whose employment ends fgraason prior to that date will r
earn and will not be paid any bonus under this ZB@gram.

The Compensation and Corporate Governance Comrsittdehave the exclusive discretion to determihenva Participant is no longer
actively employed for purposes of the 2009 Progfaanticipants have no right or interest in any tsoand such bonus is not earned unless the
Administrator determines a bonus payout is due.

Performance Metrics

Bonus payment calculations will depend on bothragany component (“Corporate Financial Metric”) amdindividual component (“MBQO”)
selected from the performance goals from the 208i.Fhe Company must meet a threshold of 80%efbrporate Financial Metric in orc
for any bonus payouts to be made. If the 80% tlulelsls not achieved, the 2009 Program shall ndubded and no bonus payouts shall be
made. The Corporate Financial Metrics, the MBO'd their relative weighting shall be determined lhhy Committee within 45 days of the
commencement of the performance per




Corporate Financial Metric Component

The Corporate Financial Metric shall be determibgaalculating success against company-wide firdmoetrics and, as applicable, business
unit performance metrics, as determined by the Gorsation and Corporate Governance Committee.

MBO (Individual) Component

Each Participant will be assigned individual periance goals by the Compensation and Corporate Gawvee Committee that are appropriate
to the Participant’s role at the Company. If thddhrachievement of 80% of the Corporate Financiatrd is met, then the MBO component is
funded at the same percentage as the Corporatedrahdetric. The Compensation and Corporate Gomece Committee can exercise
negative discretion to reduce the bonus for the MB®ponent based on the Committee’s assessmemdioidual performance.

Bonus Determination and Payment

The Compensation and Corporate Governance Comrsittdedetermine final bonus payouts to Participdnatsed upon achievement of the
foregoing metrics and goals. The Administrator rese the right to reduce or not award bonus amdurits sole discretion.

Cancellation, Rescission and Recoupment of Awards

Any bonus granted under this 2009 Program to adijzant shall be subject to cancellation, rescissiepayment or other action at the
discretion of the Compensation Committee as s#h farSection 7(c) of the Plan in the event thathsBarticipant engages in “Detrimental
Activity” as such term is defined in Section 7(c)

Additionally, the Compensation and Corporate Gosaoe Committee shall have the discretion to reghaeeach Participant reimburse the
Company for all or any portion of any bonuses paider the 2009 Program if —

(a) the payment was predicated upon the achieveai@etrtain financial results that were subseqyethé subject of a material financial
restatement,

(b) in the Board’s view, the Participant engagettaud or misconduct that caused or partially cdube need for a material financial
restatement by the Company or any substantiaiaéijland

(c) a lower payment, award, or vesting would haseuored based upon the restated financial results.

In each such instance, upon the determinationeoCthmpensation and Corporate Governance Committegjtiire recoupment of a previously
paid bonus awarded under the 2009 Program, the @aynpill, to the extent practicable and allowabheler applicable laws, require
reimbursement of any bonus awarded for the releperidd exceeded the lower payment that would lheem made based on the restated
financial results, provided that the Company wilt seek to recover bonuses compensation paid rharethree years prior to the date the
applicable restatement is disclosed.

At-Will Employment (US Only)

This Plan does not affect the terminable-at-wakss of the employment relationship. Neither thaimment of goals nor the continuous service
requirement necessary to earn a bonus alters tlity aban employee or the Company to terminatepayment at any time, with or without
reason and with or without advance notice.




Exhibit 21.1
SUBSIDIARIES OF VMWARE, INC.

STATE OR OTHER JURISDICTION OF

SUBSIDIARIES INCORPORATION OR ORGANIZATION
Blue Lane Technologies Private L India
Dunes Technologies, In Delaware
Propero Limitec United Kingdom
VMware Australia Pty Ltc Australia
VMware Belgium BVBA Belgium
VMware Bermuda Limite Ireland
VMware Bulgaria EOOL Bulgaria
VMware Canada Inc Canade
VMware Denmark Ap¢ Denmark
VMware France SA! France
VMware Germany Gmbt Germany
VMware Global, Inc Delaware
VMware Hong Kong Limitec Hong Kong
VMware International France SAFR France
VMware International Limitec Ireland
VMware International Marketing Limite Ireland
VMware Israel Ltd Israel
VMware ltaly S.r.l. Italy
VMware Marketing Austria Gmbt Austria
VMware Netherlands B.V Netherland:
VMware New Zealand Compar New Zealanc
VMware Singapore Pte Lt Singapore
VMware Software India Private Limite India
VMware Spain S.L Spain
VMware Sweden AE Sweder
VMware Switzerland S.a.r. Switzerland

VMware UK Limited
VMware, K.K.

United Kingdom
Japar



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTIN&RM

We hereby consent to the incorporation by referémt¢ee Registration Statements on Form S-8 (N8-B&402 and 333-152582) of

VMware, Inc. of our report dated February 24, 288ating to the financial statements, financiatet@ent schedule, and the effectiveness of
internal control over financial reporting, whichpegars in this Form 10-K.

/s! PricewaterhouseCoopers L
San Jose, Californi
February 25, 200



Exhibit 31.1

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

[, Paul Maritz, certify that:
1. | have reviewed this annual report on Forr-K of VMware, Inc.;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitede a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

3.  Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedontes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b. Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntais report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d. Disclosed in this report any change in the tegid's internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repoet) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal comvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

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

Date: February 25, 20( By: / s/ PauL M ARITZ

Paul Maritz
President and Chief Executive Officer




Exhibit 31.2

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

I, Mark S. Peek, certify that:
1. | have reviewed this annual report on Forr-K of VMware, Inc.;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitede a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

3.  Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedontes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b. Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntais report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d. Disclosed in this report any change in the tegid's internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repoet) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal comvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

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

Date: February 25, 20( By: /s/ M ARK S. PEEK
Mark S. Peek
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1

Certification of Chief Executive Officer

Pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarban€&s<ey Act of 2002

I, Paul Maritz, certify pursuant to 18 U.S.C. Sentil350, as adopted pursuant to Section 906 dbaneanes-Oxley Act of 2002, that the
Annual Report of VMware, Inc. on Form 10-K for thigcal year ended December 31, 2008 fully comphik the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 the information contained in such Form 10-iyfgresents, in all material respects, the
financial condition and results of operations of Whte, Inc.

Date: February 25, 20( By: / s/ PAUL M ARITZ
Paul Maritz
President and Chief Executive Officer
(Principal Executive Officer)

This certification “accompanies” the Form 10-K thigh it relates, is not deemed filed with the Sémes and Exchange Commission and
is not to be incorporated by reference into angdibf the Company under the Securities Act of 13&3amended, or the Securities Exchange

Act of 1934, as amended (whether made before er tifé date of the Form 10-K), irrespective of geperal incorporation language contained
in such filing.



Exhibit 32.2

Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarban€&s<ey Act of 2002

I, Mark S. Peek, certify pursuant to 18 U.S.C. Bec1350, as adopted pursuant to Section 906 ob#rbanes-Oxley Act of 2002, that
the Annual Report of VMware, Inc. on Form 10-K fbe fiscal year ended December 31, 2008 fully caespkith the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and the information contained in suchnf&0-K fairly presents, in all material
respects, the financial condition and results arapons of VMware, Inc.

Date: February 25, 20( By: / s/ M ARK S. PEEK

Mark S. Peek
Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

This certification “accompanies” the Form 10-K thigh it relates, is not deemed filed with the Sémes and Exchange Commission and
is not to be incorporated by reference into angdibf the Company under the Securities Act of 13&3amended, or the Securities Exchange

Act of 1934, as amended (whether made before er tifé date of the Form 10-K), irrespective of geperal incorporation language contained
in such filing.



