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ITEM 1. FINANCIAL STATEMENTS

PART |
FINANCIAL INFORMATION

VMware, Inc.

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

Revenues:
License
Services
Total revenues
Operating expenses (1):
Cost of license revenues
Cost of services revenues
Research and development
Sales and marketing
General and administrative
Realignment charges
Operating income
Investment income
Interest expense with EMC
Other income (expense), net
Income before income taxes
Income tax provision (benefit)
Net income

Net income per weighted-average share, basic #8CA and Clas

B

(unaudited)

Net income per weighted-average share, dilute€Cfass A and

Class B

Weighted-average shares, basic for Class A and®@as
Weighted-average shares, diluted for Class A aad<B

(1) Includes stock-based compensation as follows:

Cost of license revenues
Cost of services revenues
Research and development
Sales and marketing
General and administrative
Realignment charges

For the Three Months Ended

March 31,
2013 2012
$ 488,22° $ 481,92
703,23¢ 573,25!
1,191,46 1,055,18.
57,34 56,74:
124,59¢ 114,17:
270,55¢ 222,39(
417,41¢ 363,41.
98,46¢ 81,30(
62,88: —
160,20: 217,16!
7,72( 5,74:%
(965) (1,28%)
(2,879 2,28t
164,08 223,90t
(9,48¢) 32,47(
$ 173,56¢ $ 191,43t
$ 041 $ 0.4t
$ 04C % 0.44
428,00! 424,98¢
432,63: 433,21
$ 52 % 44C
7,27¢ 5,81¢
62,35¢ 39,37
36,09: 25,23
13,96¢ 10,93¢
5,43: —

The accompanying notes are an integral part ofdmsolidated financial statements.
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VMware, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

(unaudited)
For the Three Months Ended
March 31,
2013 2012
Net income $ 173,56¢ $ 191,43
Other comprehensive income:
Changes in market value of available-for-sale sgear
Unrealized gains, net of taxes of $628 and $1,430 1,02¢ 2,33
Reclassification of (gains) losses realized dutirgperiod, net of
taxes of $(398) and $36 (650) 58
Net change in market value of available-for-sakusées 37¢ 2,391
Changes in market value of effective foreign cucyeforward
exchange contracts:
Unrealized gains (losses), net of taxes of $(2d) %40 (52¢) 76¢
Reclassification of losses realized during theqakrhet of taxes of
$(1) and $0 (29 _
Net change in market value of effective foreignreocy forward
exchange contracts (551) 76¢
Total other comprehensive income (loss) (a7%) 3,15¢
Total comprehensive income, net of taxes $ 173,39 $ 194,59!

The accompanying notes are an integral part oftimsolidated financial statements.
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VMware, Inc.
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)

(unaudited)

ASSETS

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net of allowance for doub#fttounts of $1,585 and $4,267

Due from EMC, net

Deferred tax assets

Other current assets
Total current assets
Property and equipment, net
Other assets, net
Deferred tax assets
Intangible assets, net
Goodwill

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payable

Accrued expenses and other

Unearned revenues
Total current liabilities
Note payable to EMC
Unearned revenues
Other liabilities

Total liabilities

Contingencies (see Note L)
Stockholders’ equity:

Class A common stock, par value $.01; authoriz88®000 shares; issued and outstanding
128,376 and 128,688 shares

Class B convertible common stock, par value $.0th@rized 1,000,000 shares; issued and
outstanding 300,000 shares

Additional paid-in capital
Accumulated other comprehensive income
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

March 31, December 31,
2013 2012

$ 1,840,14' $ 1,609,32.

3,096,53. 3,021,51.

773,20: 1,150,901

8,48¢ 67,93«

200,90 179,43(

138,51( 90,93t

6,057,78: 6,120,03!

693,99: 664,66

117,16! 128,70:

107,84t 103,00:

701,37! 731,85:

3,003,06! 2,848,13

$ 10,681,23 $ 10,596,39

$ 58,83( $ 89,56:

577,78! 674,74t

2,191,15! 2,195,92i

2,827,77. 2,960,23.

450,00( 450,00(

1,299,04 1,264,63!

191,48: 181,53¢

4,768,30! 4,856,41.

1,28¢ 1,28i

3,00( 3,00(

3,431,26: 3,431,711

5,501 5,67¢

2,471,87 2,298,30:

5,912,92! 5,739,98

$ 10,681,23 $ 10,596,39

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

Operating activities:
Net income

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

Depreciation and amortization
Stock-based compensation
Excess tax benefits from stock-based compensation
Non-cash realignment charges
Other
Changes in assets and liabilities, net of acqarssti
Accounts receivable
Other assets
Due to/from EMC, net
Accounts payable
Accrued expenses
Income taxes payable
Deferred income taxes, net
Unearned revenues
Net cash provided by operating activities
Investing activities:
Additions to property and equipment
Purchases of available-for-sale securities
Sales of available-for-sale securities
Maturities of available-for-sale securities
Business acquisitions, net of cash acquired
Other investing
Net cash used in investing activities
Financing activities:
Proceeds from issuance of common stock
Repurchase of common stock
Excess tax benefits from stock-based compensation
Shares repurchased for tax withholdings on vestfrrgstricted stock
Net cash provided by (used in) financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the gherio
Cash and cash equivalents at end of the period
Non-cash items:
Changes in capital additions, accrued but not paid

For the Three Months Ended

March 31,
2013 2012
$ 173,56¢ $ 191,43t
91,24 85,76¢
115,92! 81,80¢
(22,219 (53,68
14,46¢ —
(2,236 (92¢)
380,25¢ 226,55(
(40,807 (47,706
59,44¢ 55,54¢
(8,310 12,52¢
(115,309 (94,817)
1,78 55,36¢
(28,12) (34,955
56,72 99,69t
676,42. 576,60:
(77,849 (33,679
(736,92) (701,46))
485,56( 422,31
181,97¢ 256,97
(184,48¢) —
48 (1,497
(331,67() (57,33)
67,88¢ 111,04:
(181,96)) —
22,21t 53,68:
(22,06¢) (13,637)
(113,92) 151,08t
230,82 670,35:
1,609,32; 1,955,75!
$ 1,840,14: $ 2,626,10!
$ (12,92) $ (2,650
(2,042 80¢

Changes in tax withholdings on vesting of restdaock, accrued but not paid

The accompanying notes are an integral part oftimsolidated financial statements.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

A. Overview and Basis of Presentation
Company and Background

VMware, Inc. (“VMware” or the “Company”) is the ldar in virtualization infrastructure solutions i#dd by organizations to help them
transform the way they build, deliver and consunferimation technology (“IT”) resources. VMware’'stualization infrastructure solutions,
which include a suite of products designed to @elar software-defined data center, run on industapdard desktop computers and servers
support a wide range of operating system and agifiit environments, as well as networking and gmiafrastructures.

Accounting Principles

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

Unaudited Interim Financial Information

These accompanying unaudited consolidated finastagéments have been prepared pursuant to treeamtkeregulations of the Securities
and Exchange Commission (the “SEC”) for interimafigial reporting. In the opinion of managements¢henaudited consolidated financial
statements include all adjustments, consistingoofal recurring adjustments and accruals, for astatement of VMware’s consolidated
results of operations, financial position and ces for the periods presented. Results of openatare not necessarily indicative of the re
that may be expected for the full year 2013. Ceritgfiormation and footnote disclosures typicallglided in annual consolidated financial
statements have been condensed or omitted. Acgdydihese unaudited interim consolidated finanstatements should be read in
conjunction with the consolidated financial stataetseand related notes included in VMware's 2012 yairReport on Form 10-K.

As of March 31, 2013 , EMC Corporation (“EMC”) heldpproximately 80.0% of VMware’s outstanding comnstock, including 42.5
million shares of VMware’s Class A common stock aticbf VMware’s Class B common stock. VMware imajority-owned and controlled
subsidiary of EMC, and its results of operationd financial position are consolidated with EMC'sdncial statements. VMware and EMC
engage in intercompany transactions, includingemgents regarding the use of EMC’s and VMware'dlettual property and real estate,
agreements regarding the sale of goods and seteice® another, and an agreement for EMC to redéWare’s products and services to t
party customers. In geographic areas where VMwaseniot established its own subsidiaries, VMwardrasts with EMC subsidiaries for
support services and for personnel who are manag&tiMware. See Note N for further information redjag intercompany transactions
between VMware and EMC.

Management believes the assumptions underlyingaghsolidated financial statements are reasonalueeler, the amounts recorded for
VMware’s intercompany transactions with EMC may betconsidered arm’s length with an unrelated tpady by nature of EMC’s majority
ownership of VMware. Therefore, the financial sta¢mts included herein may not necessarily refleefinancial position, results of operati
and cash flows had VMware engaged in such tramsectvith an unrelated third party during all pesgutesented. Accordingly, VMware’s
historical financial information is not necessaiilgicative of what the Company’s results of operad, financial position and cash flows will
be in the future if and when VMware contracts at’'arlength with unrelated third parties for thevsees the Company receives from and
provides to EMC.

Principles of Consolidatior

The consolidated financial statements include tw@ants of VMware and its subsidiaries. All intarguany transactions and balances
between VMware and its subsidiaries have been rdited. All intercompany transactions with EMC ie ttonsolidated statements of cash
flows will be settled in cash, and changes in tlm@ent intercompany balances are presented as parent of cash flows from operating
activities.

Use of Accounting Estimates

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estim
and assumptions that affect the reported amourdss#ts and liabilities, the reported amounts\#raes and expenses during the reporting
periods, and the disclosure of contingent lialeifitat the date of the financial statements. Estisnate used for, but not limited to trade
receivable valuation, certain accrued liabilitieseful lives of fixed assets and intangible assetisiation of acquired intangibles, revenue
reserves, income taxes, stock-based compensatiboomtingencies. Actual results could differ framoge estimates.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

New Accounting Pronouncemen

In February 2013, the Financial Accounting Standd@dard (“FASB”) issued Accounting Standards Upda&U”) No. 2013-02,
Reporting of Amounts Reclassified Out of Accumute@ther Comprehensive Income (“ASU 2013-02"). AS)12-02 requires companies to
present information about reclassification adjustteérom accumulated other comprehensive incontledim financial statements or footnotes.
ASU 2013-02 is effective for fiscal periods begimpiafter December 15, 2012. VMware adopted this@aiing standard update on January 1
2013, and presents accumulated other compreheinsisme in accordance with the requirements of taedard in this Quarterly Report on
Form 10-Q.

In January 2013, the FASB issued ASU No. 2013-04sifging the Scope of Disclosures about Offsettikggets and Liabilities. ASU
2013-01 clarifies that the scope of ASU 2011-11liapgo derivatives, including bifurcated embeddedvatives, repurchase agreements, anc
reverse repurchase agreements, and securitiesatiogrand securities lending transactions that @heeoffset or subject to an enforceable
master netting arrangement or similar agreement) 2813-01 is required to be applied retrospectieely is effective for fiscal years, and
interim periods within those years, beginning omfter January 1, 2013. VMware adopted this acéngrstandard update, as amended, on
January 1, 2013, but determined that there wasateral impact to its consolidated financial stagens.

B. Business Combinations and Goodwill
Business Combination

On February 15, 2013, VMware acquired Virsto Sofev@Virsto”), a provider of software that optimestorage performance and
utilization in virtual environments. The considévatpaid for this acquisition was $184.5 millionet of cash acquired.

The following table summarizes the allocation @& ttonsideration to the fair value of the tangibid atangible assets acquired and
liabilities assumed as of the acquisition datelé&abthousands):

Intangible assets $ 32,40(
Goodwill 162,33:
Total intangible assets acquired 194,73«
Deferred tax liabilities, net (135)
Other acquired liabilities, net of acquired assets (10,119
Total net liabilities assumed (10,249
Fair value of intangible assets acquired and aétliies assumed $ 184,48t

The excess of the consideration for Virsto overftievalues assigned to the assets acquired ahilities assumed, which represents the
goodwill resulting from the acquisition, was allée@to VMware’s one operating segment. Managemelig\es that the goodwill represents
the synergies expected from combining the techresogf VMware with those of Virsto, including conephentary products that will enhance
the Company'’s overall product portfolio.

The following table summarizes the fair value af thtangible assets acquired by VMware in conjamctvith the acquisition of Virsto
(amounts in table in thousands):

Weighted-Average

Useful Lives Fair Value
(in years) Amount
Purchased technology 50 $ 23,80(
In-process research and development 8,60(
Total intangible assets, net, excluding goodwill $ 32,40(

The results of operations of Virsto described abitaee been included in VMware'’s consolidated finalhstatements from the date of
purchase. Pro forma results of operations havéeen presented as the results of the acquireddassimere not material to VMware’s
consolidated results of operations in the threethwanded March 31, 2013 .

In the third quarter of 2012, VMware acquired dltlee outstanding capital stock of Nicira, Inc. {tMa”). The accounting for the Nicira
acquisition has not been finalized due to pendiaigs$ related to open tax returns which are tolbd fn the third quarter of 2013. Additional
the accounting has not been finalized for cert#fi®iobusiness combinations made within the last yideese business combinations were not
material to VMware's financial statements. Fobalsiness
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

combinations where the accounting has not beefiZgth VMware has recorded provisional amountgsrconsolidated financial statements.
During the measurement period, VMware may recojdsichents to the provisional amounts recorded.

Goodwill

The following table summarizes the changes in #reying amount of goodwill for the three months edid/arch 31, 2013 (table in
thousands):

Balance, January 1, 2013 $ 2,848,13I
Increase in goodwill related to business combimatio 162,33«
Reductions related to business realignment plan (3,099
Deferred tax adjustments to purchase price allopaton prior year acquisitions (3,919
Other adjustments to purchase price allocationgrimm year acquisitions (390)
Balance, March 31, 2013 $ 3,003,06:

C. Realignment Charges

In January 2013, VMware approved a business raakg plan to streamline its operations. The plaxsected to be completed by the
end of 2013. The total charge resulting from théps expected to be between $75.0 million &9@.0 million , with total cash expenditures
associated with the plan expected to be in theeafgb60.0 million to $75.0 million . The assateid cash payments are expected to be paid
out primarily through the end of 2013.

The plan includes the elimination of approximat®d@ positions and personnel across all major fanatigroups and geographies, which
is expected to result in a charge in the rang8&0.0 million to $65.0 million . As of March 32013 , approximately 700 of the employees
had been terminated. Of the total expected changedrkforce reductions, $53.9 million was recordedhe consolidated statement of income
for the three months ended March 31, 2013 . Theaher of the workforce reduction charge relatesnployees in foreign jurisdictions and
will be recognized in future periods as the expésEverance amounts are finalized. Additionally, Wlvle exited and is planning to exit cert
lines of business and consolidate facilities, whidhware expects to result in a total charge, intigdasset impairments, in the range of $15.(
million to $25.0 million , of which $9.0 milliowas recorded to the consolidated statement of iedomthe three months ended March 31,
2013.

The following table summarizes the activity for #exrued realignment charge for the three monttlectMarch 31, 2013 (table in
thousands):

Realignment Balance as of Non-Cash Portion
Charges Utilization March 31, 2013 of Utilization
Workforce reductions $ 53,847 $ (28,06:) $ 25,78 $ (5,437
Asset impairments 9,03t (9,03%) — (9,03Y)
Total $ 62,88: $ (37,09) $ 25,78 $ (14,469

The non-cash portion of utilization for the workderreduction relates to equity compensation. Theaash portion for asset impairment
primarily relates to the write-off of intangibleseds due to disposition.

Additionally, as of March 31, 2013, VMware hadlessified assets of $26.9 million , primarily reldtto intangible assets for a line of
business it plans to exit, to assets held for gedelitionally, $27.2 million in unearned revenueasweclassified to liabilities held for sale.
Assets held for sale are reported in other cumesets, while liabilities held for sale are repbiteaccrued expenses and other on the
consolidated balance sheet as of March 31, 2013 .

D. Earnings per Share

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

The following table sets forth the computation$asic and diluted net income per share for thesthtenths ended March 31, 2013 and
2012 (table in thousands, except per share data):

For the Three Months
Ended March 31,

2013 2012
Net income $ 173,56¢ $ 191,43t
Weighted-average shares, basic for Class A and®@as 428,00! 424 98¢
Effect of dilutive securities 4,62¢ 8,22¢
Weighted-average shares, diluted for Class A and<B 432,63: 433,21
Net income per weighted-average share, basic fassCA and Class B $ 041 $ 0.4t
Net income per weighted-average share, dilute€Cfass A and Class B $ 04C $ 0.4¢

For the three months ended March 31, 2013 and 26thigk options to purchase 0.8 million and 0.4iaril, respectively, of VMware
Class A common stock were excluded from the dil@t®ichings per share calculations because thetteffeuld have been antifutive. For the
three months ended March 31, 2013 and 2012 , Adlibménd 0.1 millionshares of restricted stock were excluded from theed earnings pe
share calculations because their effect would haem anti-dilutive.

E. Investments

Investments as of March 31, 2013 and December@2 2onsisted of the following (tables in thousands

March 31, 2013

Cost or Amortized Aggregate

Cost Unrealized Gains Unrealized Losses Fair Value
U.S. Government and agency obligations $ 359,36¢ $ 84t % a5 $ 360,19¢
U.S. and foreign corporate debt securities 1,637,94. 5,48 (864) 1,642,56
Foreign governments and multi-national agency alilbms 39,907 84 (26) 39,96¢
Municipal obligations 919,15: 4,49( (33 923,60¢
Asset-backed securities 2,67( — 4 2,66¢
Mortgage-backed securities 127,68( 41% (567) 127,53.
Total investments $ 3,086,721 $ 11,312 $ (1,509 $ 3,096,53

December 31, 2012

Cost or Amortized Aggregate

Cost Unrealized Gains Unrealized Losses Fair Value
U.S. Government and agency obligations $ 373,86: $ 1,09 $ 11) $ 374,94!
U.S. and foreign corporate debt securities 1,545,39 6,122 (537) 1,550,98;
Foreign governments and multi-national agency alilbms 40,59 31 (6) 40,61¢
Municipal obligations 972,86 2,65:¢ (5049) 975,01¢
Asset-backed securities 1,00( — — 1,00(
Mortgage-backed securities 78,67¢ 35¢ (82 78,95(
Total investments $ 3,012,39! $ 10,257 $ (1,140 $ 3,021,51:

In addition, VMware evaluated its investments aMafch 31, 2013 and 2012 and determined that there no unrealized losses that
indicated an other-than-temporary impairment.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

As of March 31, 2013 and December 31, 2012 , VMvdidenot have investments in a material continusu®alized loss position for
twelve months or greater. Unrealized losses onsitmvents as of March 31, 2013 and December 31, 2@hith have been in a net loss
position for less than twelve months, were clasdifdy investment category as follows (table in Haouls):

March 31, 2013 December 31, 2012
Fair Value Unrealized Losses Fair Value Unrealized Losses
U.S. Government and agency obligations $ 73,79¢ $ (15 $ 34,85. $ (11)
U.S. and foreign corporate debt securities 428,22 (864) 315,60¢ (537)
Foreign governments and multi-national agency albligs 7,971 (26) 5,49: (5)
Municipal obligations 24,62« (33 259,40: (507)
Asset-backed securities 2,66¢ (4) — —
Mortgage-backed securities 82,91 (561) 27,42t (82
Total $ 620,200 $ (1,509 $ 642,78. $ (1,136

Contractual Maturities

The contractual maturities of investments held atdt 31, 2013 consisted of the following (tabl¢hausands):

Amortized Aggregate

Cost Basis Fair Value
Due within one year $ 761,34: $ 762,51«
Due after 1 year through 5 years 2,200,811 2,209,59
Due after 5 years 124,56: 124,42:
Total investments $ 3,086,721 $ 3,096,53

F. Fair Value Measurements

Generally accepted accounting principles proviae thir value is an exit price, representing theant that would be received upon the
sale of an asset or paid to transfer a liabilitpinorderly transaction between market participaigssuch, fair value is a market-based
measurement that is determined based on assumftmin®arket participants would use in pricing ased or liability. As a basis for
considering such assumptions, generally accepisabating principles established a thitesr-value hierarchy, which prioritizes the inputsed
in measuring fair value as follows: (Level 1) inpatre quoted prices in active markets for identisakts or liabilities; (Level 2) inputs other
than the quoted prices included within Level 1 tra observable for the assets or liabilities,egittirectly or indirectly; and (Level 3)
unobservable inputs for the assets or liabilittes/hich there is little or no market data, whichuizes VMware to develop its own assumptic

VMware’s Level 1 classification of the fair valueerarchy includes money market funds and certaail@bvle-for-sale fixed income
securities because these securities are valued gewoted prices in active markets for identicabéss

VMware’s Level 2 classification includes the rentn of the available-for-sale fixed income secesitbecause these securities are price
using quoted market prices for similar instrumeartd non-binding market prices that are corroborbiedbservable market data. VMware
obtains the fair values of its Level 2 financiadttuments based upon fair values obtained fromuissody bank. In addition, VMware obtains
fair values of its Level 2 financial instrumenterfr the asset manager of each of its portfolios. \&vbwalidates the fair value provided by its
custody bank by comparing it against the indepenpiecing information obtained from the asset masmagindependently, the custody bank
and the asset managers use professional pricimigegto gather pricing data which may include gdanarket prices for identical or
comparable instruments, or inputs other than quptes that are observable either directly orrimatly. VMware is ultimately responsible for
the financial statements and underlying estimates.

Additionally, VMware’s Level 2 classification indalies foreign currency forward contracts as the valnanputs for these are based upon
quoted prices and quoted pricing intervals fromlisutatta sources. The fair value of these contraets not material for any period presented.
VMware does not have any material assets or ltaslthat fall into Level 3 of the fair value hiechy as of March 31, 2013 and December 31,
2012.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

The following tables set forth the fair value hietsy of VMware’s money market funds and availaldedale securities, including those
securities classified within cash and cash equntalen the consolidated balance sheets, that wetered to be measured at fair value as of
March 31, 2013 and December 31, 2012 (tables instwads):

March 31, 2013

Level 1 Level 2 Total

Money-market funds $ 1,382,240 $ — $ 1,382,24
U.S. Government and agency obligations 217,07 143,12. 360,19¢
U.S. and foreign corporate debt securities — 1,652,85! 1,652,85!
Foreign governments and multi-national agency alilys — 39,96¢ 39,96¢
Municipal obligations — 923,60 923,60
Asset-backed securities — 2,66¢ 2,66¢
Mortgage-backed securities — 127,53. 127,53.

Total $ 1599320 $ 2,889,74 $ 4,489,07

December 31, 2012

Level 1 Level 2 Total

Money-market funds $ 1125241 $ — $ 1,125,24i
U.S. Government and agency obligations 249,77: 155,17: 404,94«
U.S. and foreign corporate debt securities — 1,568,57' 1,568,57
Foreign governments and multi-national agency alilys — 40,61¢ 40,61¢
Municipal obligations — 975,01¢ 975,01¢
Asset-backed securities — 1,00( 1,00(¢
Mortgage-backed securities — 78,95( 78,95(

Total $ 137501 $ 2,819,337 $ 4,194,34

G. Derivative Instruments

VMware conducts business in several foreign cufeenand has international sales and expenses deat&diin foreign currencies,
subjecting the Company to foreign currency risknfitigate this risk, VMware enters into hedgingiwties as described below. The
counterparties to VMware’s foreign currency forwaahtracts are multi-national commercial banks mered to be credit-worthy. VMware
does not enter into speculative foreign exchangeraots for trading purposes.

Cash Flow Hedging Activities

To mitigate its exposure to foreign currency flattans resulting from operating expenses denonniateertain foreign currencies,
VMware enters into foreign currency forward contsad he Company designates these forward contaaatash flow hedging instruments as
the accounting criteria for such designation hanbwet. Therefore, the effective portion of gainkeses resulting from changes in the fair
value of these hedges is initially reported in awalated other comprehensive income on the condetidaalance sheet and is subsequently
reclassified to the related operating expenseitém in the consolidated statements of income énsidime period that the underlying expenses
are incurred. Interest charges or “forward poimis™/Mware’s forward contracts are excluded fromdlsessment of hedge effectiveness anc
are recorded in other income (expense), net icdinsolidated statements of income as incurred.

VMware generally enters into cash flow hedges sammiially with maturities of six months or less.@dviarch 31, 2013 and
December 31, 2012 , VMware had forward contractsureghase foreign currency designated as cashhfémges with a total notional value of
$36.2 million and $9.3 million , respectively. Tfaér value of these forward contracts was immatersaof March 31, 2013 and December 31,
2012 , and therefore excluded from the fair vahi¥ds above. For the three months ended March(3B 2all cash flow hedges were
considered effective.

Balance Sheet Hedging Activitie

In order to manage exposure to foreign currenagtdiations, VMware enters into foreign currency fard/contracts to hedge a portion of
its net outstanding monetary assets and liabildggnst movements in certain foreign exchange rdigese forward contracts are not
designated as hedging instruments under applieaoieunting guidance, and therefore all changdsdriair value of the forward contracts are
reported in other income (expense), net in the aadeted statements of income. The

12






Table of Contents
VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

gains and losses on VMware’s foreign currency fada@ntracts generally offset the majority of tlaéng and losses associated with the
underlying foreign-currency denominated assetsliabdities that VMware hedges.

VMware’s foreign currency forward contracts are gatly traded on a monthly basis with a typicaltcactual term of one month. As of
March 31, 2013 and December 31, 2012 , VMware hastanding forward contracts with a total notiovalue of $292.9 million and $439.8
million , respectively. The fair value of theseVi@rd contracts was immaterial as of March 31, 281@ December 31, 2012 and therefore
excluded from the fair value tables above. In tiree months ended March 31, 2013 and 2012, VMveregnized a gain of $11.0 million and
a loss of $4.5 million , respectively, on its colid@ted statements of income for its foreign cueseforward contracts. The net impact of the
gains and losses on VMware's foreign currency fodveantracts and the gains and losses associatedhei underlying foreign-currency
denominated assets and liabilities resulted intdose of $2.5 million in the three months ended®fie31, 2013 and a net gain of $1.3 million
in the three months ended March 31, 2012 .

H. Property and Equipment, Net
Property and equipment, net, as of March 31, 2@tBzecember 31, 2012 consisted of the followinglé&an thousands):

March 31, December 31,
2013 2012

Equipment and software $ 654,42° $ 636,49!
Buildings and improvements 453,09: 438,34(
Furniture and fixtures 68,61: 67,17¢
Construction in progress 126,88: 97,01¢
Total property and equipment 1,303,01 1,239,022
Accumulated depreciation (609,019 (574,35)
Total property and equipment, net $ 693,99 $ 664,66¢

Depreciation expense was $35.3 million and $32/Bamiin the three months ended March 31, 2013201tR , respectively.

As of March 31, 2013 and December 31, 2012 , coostm in progress primarily represented buildiags site improvements related to
VMware's Palo Alto campus expansion that had nobgen placed into service.

I. Accrued Expenses and Other

Accrued expenses and other as of March 31, 201®andmber 31, 2012 consisted of the following @ablthousands):

March 31, December 31,
2013 2012
Salaries, commissions, bonuses, and benefits $ 205,070 $ 292,24.
Accrued partner liabilities 104,76 128,86t
Other 267,94. 253,63
Total $ 577,78 $ 674,74t

Accrued partner liabilities relate to rebates aratkating development fund accruals for channelneast system vendors and systems
integrators, as well as accrued royalties.

J. Unearned Revenues

Unearned revenues as of March 31, 2013 and Dece3ib@012 consisted of the following (table in thands):

March 31, December 31,
2013 2012
Unearned license revenues $ 446,21 $ 462,65!
Unearned software maintenance revenues 2,796,50: 2,755,011
Unearned professional services revenues 247,49: 242,89
Total unearned revenues $ 3,490,20i  $ 3,460,56:
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Unearned license revenues are either recognizablyatecognized upon delivery of existing or fetyproducts or services, or will be
recognized ratably upon delivery of future produmtservices. Future products include, in somes;asgmerging products that are offered as
part of product promotions where the purchasenafxdsting product is entitled to receive a promioél product at no additional charge.
VMware regularly offers product promotions to impecawareness of its emerging products. To the eptamotional products have not been
delivered and VSOE of fair value cannot be esthblis the revenue for the entire order is deferrdd such time as all product delivery
obligations have been fulfilled. Unearned licersmeenue may also be recognized ratably, which igigdly due to a right to receive unspeci
future products or a lack of VSOE of fair valuetbe software maintenance element of the arrangerAeMarch 31, 2013, the ratable
component represented over half of the total ureshlicense revenue balance. Unearned software emainte revenues are attributable to
VMware’s maintenance contracts and are recogniatbly, typically over terms of one to five yearighwa weightedaverage remaining term
March 31, 2013 of approximately 1.9 years. Uneaprefessional services revenues result primardynfprepaid professional services,
including training, and are recognized as the ses/are delivered.

K. Income Taxes

Although VMware files a consolidated federal tatura with EMC, VMware calculates its income tax yigion on a stan@one basis. Tt
Company's effective tax rate in the periods preskis the result of the mix of income earned inouss tax jurisdictions that apply a broad
range of income tax rates. The rate at which tbeigion for income taxes is calculated differs frdm U.S. federal statutory income tax rate
primarily due to differential tax rates in foreigmisdictions where income is earned and considardut indefinitely reinvested.

VMware's effective income tax rate was (5.8)% a#db% for the three months ended March 31, 2018d@ , respectively. The lower
effective rate for the three months ended March2813 compared with the three months ended MarcR@I2 was primarily attributable to
the discrete tax benefits recognized in the threaths ended March 31, 2013 due to the retroactiaetenent of the federal R&D tax credit by
the United States Congress in January 2013 anf@dvtoeable tax impact of charges under VMware'sigeatent plan. See Note C to the
consolidated financial statements for further infation. The federal R&D tax credit applicable td 2Menefited the effective income tax rate
in the three months ended March 31, 2013 by $39libm. Additionally, the federal R&D credit apiable to 2013 favorably impacted the
effective tax rate for the three months ended M&%tH013 , which was partially offset by a juri@hnal shift of income from lower-tax non-
U.S. jurisdictions to the United States.

VMware's rate of taxation in foreign jurisdictioisslower than the U.S. tax rate. VMware's interoadil income is primarily earned by
VMware's subsidiaries in Ireland, where the statutax rate is 12.5% . Management does not belieseany recent or currently expected
developments in non-U.S. tax jurisdictions are oeably likely to have a material impact on VMwareffective tax rate. As of March 31,
2013, VMware's total cash, cash equivalents, aodgerm investments were $4,936.7 million , ofieth$3,385.9 million were held outside
the U.S. VMware's intent is to indefinitely reinvés nont.S. funds in its foreign operations, and VMwagelerent plans do not demonstra
need to repatriate them to fund its U.S. operativihdware plans to meet its U.S. liquidity needstigh cash flows from operations, external
borrowings, or both. VMware utilizes a variety aktplanning strategies in an effort to ensure itsavorldwide cash is available in the
locations in which it is needed. If VMware detergsrthese overseas funds are needed for its operatithe U.S., the Company would be
required to accrue U.S. taxes on the related uitalised earnings in the period VMware determin@saharnings will no longer be indefinitely
invested outside the U.S. in order to repatriagsdétfunds. At this time, it is not practicable stirrate the amount of tax that may be payable
were VMware to repatriate these funds.

As of March 31, 2013 , VMware had gross unrecoghize benefits totaling $157.6 million , which exdés $7.2 million of offsetting tax
benefits. Approximately $145.2 million of VMwareist unrecognized tax benefits, not including irdeend penalties, if recognized, would
reduce income tax expense and lower VMware's éffetax rate in the period or periods recognizedotal, there were $162.4 million of net
unrecognized tax benefits, including interest aadgities, which were classified as a non-curreatility on the consolidated balance sheet as
of March 31, 2013 . It is reasonably possible thigliin the next 12 months audit resolutions coudteptially reduce total unrecognized tax
benefits by approximately $7.3 million . Due to tHesure of a tax audit approximately $2.2 millmfruncertain tax benefits were reversed as
of March 31, 2013 . Audit outcomes and the timifigqudit settlements are subject to significant uradety.

VMware recognizes interest expense and penaltiagetkto income tax matters in the income tax miowi. VMware recognized
approximately $3.6 million in interest and penaltier the three months ended March 31, 2013 . Adarth 31, 2013 , there were $11.6
million of interest and penalties accrued for ungruzed tax benefits. These amounts are includedmponents of the $162.4 million of net
unrecognized tax benefits as of March 31, 2013 .
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L. Contingencies
Litigation

From time to time, VMware is subject to legal, adisirative and regulatory proceedings, claims, datsand investigations in the
ordinary course of business, including claims wébpect to commercial, product liability, intelleat property, employment, class action,
whistleblower and other matters. From time to tiiviklware also receives inquiries from governmenttierst regarding the compliance of its
contracting and sales practices with applicablelemns. VMware accrues for a liability when itdeth probable that a liability has been
incurred and the amount of the loss can be reagporatmated. Significant judgment is required attbthe determination of probability and
the determination as to whether a loss is reasgreghimable. These accruals are reviewed at leastarly and adjusted to reflect the impacts
of negotiations, settlements, rulings, advice galeounsel and other information and events p@rtgito a particular matter. As of March 31,
2013 and December 31, 2012 , the amounts acevaszinot material. To the extent there is a reasdenzossibility that the losses could
exceed the amounts already accrued, managemeswdmthat the amount of any such additional losdavalso be immaterial to VMware’s
consolidated financial position and results of agiens.

M. Stockholders’ Equity
VMware Stock Repurchase Programs

The following table summarizes stock repurchashaitations that remain open as of March 31, 2@h3aunts in table in thousands):

Month Authorized Amount Authorized Expiration Date
November 2012 $250,000 End of 2014
February 2012 600,000 End of 2013

Previously, in February 2011, VMware’s Board ofditors authorized the repurchase of up to $550lmof VMware’s Class A
common stock, which was completed in the secondeuaf 2012.

From time to time, future stock repurchases magnbde pursuant to the November 2012 and Februarg 20thorizations in open market
transactions or privately negotiated transactieangeamitted by securities laws and other legalirequents. VMware is not obligated to
purchase any shares under its stock repurchaseapregThe timing of any repurchases and the antwaber of shares repurchased will
depend on a variety of factors, including VMwarstsck price, cash requirements for operations aiséthiess combinations, corporate and
regulatory requirements and other market and ecanoomditions. Purchases can be discontinued atiangythat VMware feels additional
purchases are not warranted. All shares repurchaser VMware'’s stock repurchase programs areecktir

In the three months ended March 31, 2013 , VMwapeirchased and retired 2.4 million shares of iss€A common stock at a weighted-
average price of $77.05 per share for an aggreuathase price of $182.0 million . In the three therended March 31, 2012 , VMware did
not repurchase shares of its Class A common sfdekamount of repurchased shares includes commssaiod was classified as a reductio
additional paid-in capital. As of March 31, 201tBe authorized amount remaining for repurchase$288.1 million .

VMware Restricted Stock

VMware restricted stock primarily consists of resrd stock unit (‘“RSU”) awards granted to emplayedRSUs are valued based on the
VMware stock price on the date of grant, and shanekerlying RSU awards are not issued until theicted stock units vest. Upon vesting,
each RSU converts into one share of VMware ClassrAmon stock.

VMware restricted stock also included performartoglsunit (“PSU”) awards. Beginning in 2012, VMwageanted PSU awards to certain
of its executives and employees. The awards wit thlrough the first quarter of 2015 if certain doype-specific or VMware-designated
performance targets are achieved. If minimum peréorce thresholds are achieved, each PSU awardomiert into VMware’s Class A
common stock at ratios ranging from 0.5 to 3.0 ebg@er PSU, depending upon the degree of achieverhde performance target designatec
by each individual award. If minimum performancesgholds are not achieved, then no shares wikseed under that PSU award.
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The following table summarizes restricted stochkvétgtsince January 1, 2013 (units in thousands):

Weighted-
Average Grant
Number Date Fair
of Value

Units (per unit)
Outstanding, January 1, 2013 12,17 $ 91.9:
Granted 65€ 82.07
Vested (664) 76.9¢
Forfeited (429 91.4¢
Outstanding, March 31, 2013 11,73¢ 92.2¢

As of March 31, 2013, the 11.7 million of unitststanding included 10.7 million of RSUs, 0.8liom of restricted stock and 0.4
million of PSUs. Such PSUs are convertible intnaximum aggregate of 1.1 million shares.

The total fair value of VMware restricted stockgluding restricted stock and restricted stock uyititat vested in the three months ended
March 31, 2013 was $52.7 million . As of March 2013, restricted stock representing 11.7 millibares of VMware’s Class A common
stock were outstanding, with an aggregate intrimaloe of $925.9 million based on VMware’s closprice as of March 31, 2013 . These
awards are scheduled to vest through 2017 .

Accumulated Other Comprehensive Incor

The changes in components of accumulated other drapsive income in the three months ended MarcB@113 were as follows (table
in thousands):

Unrealized Gains on

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

Balance, January 1, 2013 $ 5701 $ (31 % 5,67¢
Other comprehensive income (loss) before reclasgifins, net

of taxes of $628, $(27) and $601 1,02¢ (52¢) 49¢
Amounts reclassified from accumulated other comgmnsive

income to the consolidated statement of incomeghttxes of

$(398), $(1) and $(399) (650) (23 (679)
Other comprehensive income (loss), net 37¢€ (557) (a75)
Balance, March 31, 2013 $ 6,08: (582) $ 5,501

Gains (losses) on VMware's available-for-sale sitiesrare reclassified to investment income oncitresolidated statement of income in
the same period that they are realized.

The effective portion of gains (losses) resultirapf changes in the fair value of forward contralgtsignated as cash flow hedging
instruments is reclassified to its related opegpéirpense line item on the consolidated statenfantome in the same period that the
underlying expenses are incurred. The amountsdedao their related operating expense line itemthe consolidated statement of income ir
the three months ended March 31, 2013 were notriakte

N. Related Party Transactions

Pursuant to an ongoing reseller arrangement wittCEEMC bundles VMware’s products and services \ElhC’s products and sells thi
to end-users. In the three months ended March(13 and 2012 , VMware recognized revenues of $8@l®n and $35.0 million ,
respectively, from such contractual arrangemertt @M C. As of March 31, 2013 , $148.8 million of ewes from products and services sold
under the reseller arrangement were included iaunesl revenues.

In the three months ended March 31, 2013 and 2¥MNware recognized professional services revenfi§d .5 million and $18.7
million , respectively, from such contractual agneats with EMC. As of March 31, 2013 , $3.2 milliohrevenues from professional services
to EMC customers were included in unearned revenues

In the three months ended March 31, 2013 and 20Mware recognized revenues of $3.1 million andr$illion , respectively, from
products and services purchased by EMC for intarealpursuant to VMware’s contractual agreemertts BMC. As of March 31, 2013,
$27.1 million of revenues from products and serwigerchased by EMC for internal use were inclugedniearned revenues.
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VMware purchased products and services from EMG1®.3 million and $17.9 million in the three mosgnded March 31, 2013 and
2012 , respectively.

Payments between VMware and EMC under the taxrshagreement primarily relate to VMware’s portidrfederal income taxes on
EMC's consolidated tax return. Payments from VMwiar&MC primarily relate to periods for which VMweahad stand-alone federal taxable
income, while payments from EMC to VMware relat@ayiods for which VMware had a stand-alone fedegdble loss. In the three months
ended March 31, 2013 and 2012 , no payments wede imaeither VMware or EMC under the tax sharingeagient. Due to the retroactive
enactment of the federal R&D tax credit, VMwardrastes a 2012 federal tax refund of $15.5 millaiii be due from EMC and payable in t
second quarter of 2013. The amounts that VMwakeejpays to or receives from EMC for its portiorfederal income taxes on EMC’s
consolidated tax return differ from the amounts Vateswould owe on a stand-alone basis and the diféeris presented as a component of
stockholders’ equity. In the three months endeddd&1, 2013 and 2012 , the difference betweennimuat of tax calculated on a stand-alone
basis and the amount of tax calculated per thsliaxing agreement was not material .

In certain geographic regions where VMware doeshawt an established legal entity, VMware contraitis EMC subsidiaries for
support services and EMC personnel who are manag®&iMware. The costs incurred by EMC on VMwar&ehalf related to these employ
are passed on to VMware and VMware is charged &-m@aintended to approximate costs that would Hsen charged had VMware
contracted for such services with an unrelatedi tharty. These costs are included as expenses inar&ls consolidated statements of income
and primarily include salaries, benefits, traved aent. Additionally, EMC incurs certain adminigiv@ costs on VMware’s behalf in the U.S.
that are also recorded as expenses in VMware'sotidaged statements of income. The total cost efsérvices provided to VMware by EMC
as described above was $36.1 million and $27.8anilh the three months ended March 31, 2013 and@ 20@espectively.

In the three months ended March 31, 2013 and 28120, million and $1.3 million , respectively, oftérest expense was recorded related
to the note payable to EMC and included in inteeggtense with EMC on VMware’s consolidated statesiehincome. VMware's interest
expense as a separate, stand-alone company méyhiee br lower than the amounts reflected in thesotidated financial statements.

In 2011, VMware acquired certain assets relatingNMC’s Mozy cloud-based data storage and data ceetegices, including certain data
center assets and a license to certain intelleproglerty. EMC retained ownership of the Mozy basigand its remaining assets and continue
to be responsible to Mozy customers for Mozy prasland services and to recognize revenue from grorfucts and services. VMware
entered into an operational support agreementBMIC through the end of 2012, pursuant to which VieM@ok over responsibility to oper:
the Mozy service on behalf of EMC. Pursuant toshpport agreement, costs incurred by VMware to sugpMC’s Mozy services, plus a
mark-up intended to approximate third-party cosi$ @ management fee, were reimbursed to VMwareNdg .Hn the fourth quarter of 2012,
the operational support agreement between VMwadeEAMC was amended such that VMware would no loogerate the Mozy service on
behalf of EMC. Under the amendment, VMware transfésubstantially all employees that support Maayises to EMC and EMC purchas
certain assets from VMware in relation to trangfdremployees. The termination of service and rélansfer of employees and sale of asset
was substantially completed during the three moatiteed March 31, 2013 . On the consolidated statenoé income, such amounts
reimbursed by EMC to VMware to operate Mozy werenarerial in the three months ended March 31, 20it3%.4.6 million in the three
months ended March 31, 2012 . These amounts weoeded as a reduction to the costs VMware incurred.

From time to time, VMware and EMC enter into agreets to collaborate on technology projects. Intkiiee months ended March 31,
2013 and 2012 , VMware received $2.2 million et 1 million , respectively, from EMC for EMC’s gam of expenses related to such
projects.

Effective September 1, 2012, Pat Gelsinger succkPdel Maritz as Chief Executive Officer of VMwakRior to joining VMware, Pat
Gelsinger was the President and Chief Operating€@fbf EMC Information Infrastructure ProductsuP®laritz remains a board member of
VMware and currently serves as Chief Executive ¢@ffiof GoPivotal, Inc. (“Pivotal”), a majority-owdesubsidiary of EMC in which we have
an ownership interest. With the exception of a legn incentive performance award from EMC that®elisinger agreed to cancel in
consideration of a new performance stock unit avitemeh VMware, both Paul Maritz and Pat Gelsingeaireed and continue to vest in their
respective equity awards that they held as of Septe 1, 2012. Stock-based compensation relatedttGelsinger's EMC awards will be
recognized on VMware’s consolidated statements@drne over the awards’ remaining requisite sermpamods. Stock-based compensation
related to Paul Maritz’'s VMware awards will be rgo@ed by EMC and Pivotal.

As of March 31, 2013, VMware had $8.5 million et from EMC, which consisted of $60.3 million duam EMC, partially offset by
$51.8 million due to EMC. These amounts resultedfthe related party transactions described absdeitionally, VMware had a net income
tax payable due to EMC of $12.2 million as of Ma8dh 2013, which was included in

17




Table of Contents
VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

accrued expenses and other on VMware’s consolidsdksthce sheet. Balances due to or from EMC whietuarelated to tax obligations are
generally settled in cash within 60 days of eaclirguend. The timing of the tax payments due to and fEMC is governed by the tax shar
agreement with EMC.

On April 1, 2013, VMware and EMC contributed cemtassets to Pivotal and Pivotal assumed certdiiiifias from VMware and EMC. |
exchange for their contributions, VMware receiveef@rred equity interests in Pivotal equal to agjpmately 31% of Pivotal's outstanding
shares, and EMC received equity interests in Pivagfaal to approximately 69% of Pivotal's outstagdshares. See Note P to the consolidate
financial statements for further information.

0. Segment Information

VMware operates in oneperating segment. Operating segments are dedimedmponents of an enterprise about which sep@amatecial
information is evaluated regularly by the chief iimg decision maker in deciding how to allocasaurces and assessing performance.
VMware's chief operating decision maker allocaesources and assesses performance based upotedigenecial information at the
consolidated level. Since VMware operates in operating segment, all required financial segmefiarmation can be found in the
consolidated financial statements.

Revenues by geographic area for the three monttededarch 31, 2013 and 2012 were as follows (tabibousands):

For the Three Months Ended March

31,
2013 2012
United States $ 568,52 $ 484,97:
International 622,93¢ 570,20¢
Total $ 1,191,461 $ 1,055,18;

No individual country other than the United Statasl material revenues for the three months endedhvad, 2013 and 2012 .

Long-lived assets by geographic area, which primarclude property and equipment, net, as of M&@8th2013 and December 31, 2012
were as follows (table in thousands):

March 31, December 31,
2013 2012
United States $ 597,91: $ 562,86:
International 50,62¢ 51,20°
Total $ 648,53( $ 614,06¢

No country other than the United States accourded®% or more of these assets as of March 31, addi3ecember 31, 2012 ,
respectively.

P. Subsequent Event
Joint Contribution of Assets with EMC into Pivotal

On April 1, 2013, VMware and EMC contributed cemtassets to Pivotal and Pivotal assumed certdilifias from VMware and EMC.
VMware contributed substantially all assets to Ril;ancluding intellectual property, and Pivotasamed substantially all liabilities, related to
certain of its Cloud Application Platform produetsd services, including VMware's Cloud Foundry, Ve vFabric (including Spring and
GemFire), and Cetas organizations. VMware expéetisapproximately 500 VMware employees will transéePivotal during the second
quarter of 2013 EMC contributed substantially all assets, inahgdintellectual property, and Pivotal assumed sutiilly all liabilities, relate
to its Greenplum and Pivotal Labs businesses. Aattitly, EMC made a capital contribution to Pivotaivotal assumed substantially all of the
rights and responsibilities for the respective supprrangements transferred by VMware and EMC.

In exchange for their contributions, VMware receiyaeferred equity interests in Pivotal equal tpragimately 31% of Pivotal's
outstanding shares, and EMC received equity interedPivotal equal to approximately 69% of Pivistalutstanding shares. Additionally,
VMware and Pivotal entered into an agreement witlotl pursuant to which VMware will act as thelisg agent of the products and services
it contributed to Pivotal until at least Decembér 3013 in exchange for a customary agency fee. ¥idhas also agreed to provide various
transition services to Pivotal until at least Debem31, 2013, for which VMware will be reimbursex fts costs.
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The book value of all contributed assets and iglities assumed by Pivotal, with the exceptioinédngible assets and goodwill, was
based on the book values of those assets andtlebdpecific to those particular products andises. For intangible assets and goodwill, the
book value contributed was based on the relativerédue of the assets applicable to Pivotal asgamed to VMware, excluding the value
applicable to Pivotal.

On April 1, 2013, VMware contributed the followiagsets to Pivotal and Pivotal assumed the followaiglities from VMware, which
were included in VMware’s consolidated balance shsef March 31, 2013 (table in thousands):

Accounts receivable $ 4,26¢
Property and equipment 1,37(C
Intangible assets 27,65’
Goodwill 28,44!
Total assets 61,74:
Accounts payable and accrued liabilities (5,526
Unearned revenues (71,190
Total liabilities (76,716
Total liabilities, net assumed by Pivotal $ (14,979

Of the $71.2 million in unearned revenues assunydeivotal, $32.0 million related to unearned licemsvenues and $39.2 million related
to unearned services revenues.

VMware will account for its investment in Pivotah @ cost basis as VMware's preferred equity inteflegve a distribution preference uj
dissolution or liquidation of Pivotal. As Pivotadsumed a net liability from VMware, the investmeairied by VMware will have a cost basis

of zero. The net liability assumed by Pivotal ob%Lmillion will be classified to additional paid-tapital on VMware's consolidated balance
sheet.

On April 24, 2013, EMC and Pivotal announced thttial-party strategic investor is expected to makenvestment of approximately
$105 million in Pivotal. Upon closing of the thighrty investment, the interests of EMC, VMware #malthird party will represent
approximately 62% , 28% and 10% , respectivel\Rigbtal's outstanding equity.
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ITEM 2. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

All dollar amounts expressed as numbers in this MO&xcept share and per share amounts) are iromslli

Overview

We are the leader in virtualization infrastructacdutions utilized by organizations to help tramsfahe way they build, deliver and
consume information technology (“IT”) resources.r@timary source of revenues is from the licensind support of these solutions to
organizations of all sizes and across numeroussinds. The benefits of our solutions to our cugtsinclude substantially lower IT costs,
cost-effective high availability across a wide rargd applications and a more automated and resgigstems infrastructure capable of
responding dynamically to variable business demands

We pioneered the development and application dfi@iization technologies with x86 server-based aating, separating application
software from the underlying hardware. Since themhave introduced a broad and proven suite afalitation technologies that address a
range of complex IT problems that include cost apérational inefficiencies, facilitating accestoud computing capacity, business
continuity, and corporate end-user computing demie@agement. In 2012, we articulated a visionterdoftware-defined data center
(“SDDC"), where increasingly infrastructure is valized and delivered as a service, and the cootithis data center is entirely automated by
software. To further this vision, in the third qtearof 2012, we released the VMware vCloud Suiteictvis the first integrated solution
designed to meet the requirements of the SDDC b\immpindustry-standard hardware and running compuagtworking, storage and
management functions in the data center as softdefined services.

Our solutions are based upon our core virtualipatézhnology and are organized into two main produaups: Cloud Infrastructure and
Management and End-User Computing. The Cloud Itifreire and Management product group is based apofiagship virtualization
platform, VMware vSphere. VMware vSphere not ondgaluples the entire software environment fromritdeanlying hardware infrastructure
but also enables the aggregation of multiple senstorage infrastructures and networks into shpoets of resources that can be delivered
dynamically, securely and reliably to applicati@ssneeded. The Cloud Infrastructure and Managegrenp also encompasses the VMware
vCloud Suite and various Cloud Management solutibasare optimized to work with vSphere environtseand are designed to simplify and
automate management of dynamic cloud infrastrusttirat enable enterprises to build, manage andretéotheir own private clouds. Our
End-User Computing product group has solutionsgihesi to enable a user-centric approach to persongbuting, including, for example, the
VMware Horizon Suite launched in the first quat&2013, that enable secure access to applicatiodslata from a variety of devices and
locations, and addresses the needs of IT depasrbgrdelivering existing end-user assets as a neahsgyvice.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segroktits market. We derive a
significant majority of our sales from our indiresgtles channel, which includes distributors, resgllsystem vendors and systems integrators.
Sales to our channel partners often involve thiexs bf distribution: a distributor, a reseller aamdend-user customer. Our sales force works
collaboratively with our channel partners to intwod them to end-user customer accounts and newggpertunities. As we expand
geographically, we expect to continue to add aoldéti channel partners.

We expect to grow our business by building longrteelationships with our customers through the @idopof enterprise license
agreements (“ELAS"). ELAs are comprehensive voldicense offerings offered both directly by us ahbtigh certain channel partners that
provide for multi-year maintenance and supportistalinted prices. Under a typical ELA, a portionthe revenues is attributed to the license
revenues and the remainder is primarily attribuitesoftware maintenance revenues. In additioniritial maintenance period is typically
longer for ELAs than for other types of licenseesaELAs enable us to build long-term relationshwith our customers as they commit to our
virtual infrastructure solutions in their data anst ELAs also provide a base from which to sedllitmhal products, such as our end-user
computing products and our cloud infrastructure mwasagement products. ELAs comprised 29% and 228arobverall sales during the first
quarters of 2013 and 2012 , respectively, withithlance represented by our non-ELA, or transadtionsiness. In 2013, in addition to
continuing to increase revenues through the adoptidcLAs, we are focused on driving additionahactional business.

In January 2013, we announced a realignment o$wategy to refocus our resources and investmersspport of three growth priorities
that focus on our core opportunities as a providesrtualization technologies that simplify IT nafstructure: the software-defined data center,
the hybrid cloud and end-user computing. For th®G&Dwe plan to continue to invest in the develophard delivery of innovations in
networking, security, storage and management asowenue to roll out and enhance the features o/@loud Suite. For the hybrid cloud we
plan to focus on expanding our capabilities with partners to deliver enterprise-class cloud ses/tbat are complementary to private clouds
in order to enhance our customers’ flexibility tmrapplications on and off premise, as they choosa compatible, high-quality, secure and
resilient hybrid cloud platform.
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For enduser computing, we plan to enhance our offeringantble a virtual workspace for both existing P@iremments and emerging mob
devices in a secure enterprise environment.

In January 2013, we also approved a business neadigt plan to streamline our operations and to me#éocus on our three growth
priorities. The plan is expected to be completedhieyend of 2013. The total charge resulting frbms plan is expected to be between $75.0
and $90.0 . The plan includes the eliminatioamggroximately 80@ositions and personnel across all major functignalips and geographit
which is expected to result in a charge in the eamig $60.0 to $65.0 , of which $53.9 was recdrdethe first quarter of 2013. Additionally,
we exited and are planning to exit certain linebudiness and consolidate facilities, which aresetgd to result in a charge in the range of
$15.0 to $25.0, of which $9.0 was recorded enfitst quarter of 2013. Although we expect thagainlining our operations will have a
favorable impact on our operating expenses in éutiwrarters, we expect that operating expensegdeiatour headcount will increase as we
expect our total headcount to increase by appraein&00 during 2013 as we continue to make kegstiments in support of our long-term
growth objectives.

On April 1, 2013, we and EMC contributed certaiseds to GoPivotal, Inc. (“Pivotal”) and Pivotal asged certain liabilities from us and
EMC. We contributed substantially all assets tmRil including intellectual property, and Pivosaisumed substantially all liabilities, related
to certain of our Cloud Application Platform prodsiand services, including our Cloud Foundry, VMevaFabric (including Spring and
GempFire), and Cetas organizations. The net liglalisumed by Pivotal was $15.0 . We expect thabappately 500 of our employees will
transfer to Pivotal during the second quarter df2EMC contributed substantially all assets, ideig intellectual property, and Pivotal
assumed substantially all liabilities, relatedttoGreenplum and Pivotal Labs businesses. AdditigrieMC made a capital contribution to
Pivotal. Pivotal assumed substantially all of tights and responsibilities for the respective supaoangements transferred by us and EMC.

In exchange for our and EMC'’s contributions, weeieed preferred equity interests in Pivotal eqoapproximately 31% of Pivotal's
outstanding shares, and EMC received equity inteiedPivotal equal to approximately 69% of Pivigtautstanding shares. We will account
for our investment in Pivotal on a cost basis. Aiddally, we and Pivotal entered into an agreemstit Pivotal pursuant to which we will act
as the selling agent of the products and servieesomtributed to Pivotal until at least DecemberZ13 in exchange for a customary agency
fee. We have also agreed to provide various tiansservices to Pivotal until at least December2811,3, for which we will be reimbursed for
our costs.

Starting with the second quarter of 2013, subsaiptall revenues and costs associated with outritrion to Pivotal will be eliminated
from our consolidated statements of income. Assaltewe expect this will have a negative impacban 2013 revenue growth rate as we
recognized approximately $125 of revenues durini22@lated to products and services we contribigtd®lvotal, compared to only one qua
of revenues for these products and services in.28llt3ugh we expect that our revenue growth walriegatively impacted, we expect a
positive impact on our 2013 operating margin duth&elimination of Pivotal related costs from eonsolidated statements of income.

On April 24, 2013, EMC and Pivotal announced thttial party strategic investor is expected to makénvestment of approximately
$105 in Pivotal. Upon closing of the third party@stment, the interests of EMC, us and the thirtypaill represent approximately 62%, 28%
and 10% , respectively, of Pivotal’'s outstandingig

Results of Operations

As we operate our business in one operating segmentevenues and operating expenses are presamdatiscussed at the consolidated
level.

We classify our revenues into two categoriesJicense revenues and services revenues.

Our current financial focus is on long-term revegoawth to enable us to fund our expansion of itjusegment share and to evolve our
virtualization-based products for data centers;eser devices and cloud computing through a contibimaf internal development and
acquisitions. In evaluating our results, we alstufon our free cash flows and operating margifueieg certain expenses which are includec
in our total operating expenses calculated in atanwee with GAAP. The expenses excluded are stoskebeompensation, amortization of
acquired intangible assets, realignment chargeardin other expenses consisting of the net effieamortization and capitalization of
software development costs, employer payroll taxesmployee stock transactions and acquisitionotinel-related items. We believe these
measures reflect our ongoing business in a mahaeatlows meaningful period-to-period comparisaie. are not currently focused on short-
term operating margin expansion, but rather ondtimg at appropriate rates to support our growth @orities in what may be a substantially
more competitive environment. See “Non-GAAP FinahMeasures” for further information.
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Revenues

Our revenues in the first quarter of 2013 and 20&& as follows:

For the Three Months Ended

March 31,
2013 2012 $ Change % Change
Revenues:
License $ 488.. $ 481.¢ $ 6.3 1%
Services:
Software maintenance 605.< 492.% 113.] 23
Professional services 97.¢ 81.C 16.€ 21
Total services 703.: 573.: 130.( 23
Total revenues $ 1,191F $ 1,065 $ 136.2 13
Revenues:
United States $ 568.f $ 485.C $ 83.t 17%
International 623.( 570.Z 52.¢ 9
Total revenues $ 1,191.F % 1,055.0 $ 136.% 13

In the first quarter of 2013 , we achieved growthicéense and services revenues, and growth iblttied States and internationally, as
compared with the first quarter of 2012 .

License Revenues

License revenues in the first quarter of 2013 wgrd % compared to the first quarter of 2012 . Qomgh rate was lower than our
historical growth rate due to a variety of factangjuding challenges in the macroeconomic envirentnboth across the U.S. and
internationally in Europe.

Services Revenues

In the first quarter of 2013 , software maintenarmenues benefited from strong renewals, multi-geétware maintenance contracts solc
in previous periods, and additional maintenancdreots sold in conjunction with new software licerssles. In each period presented,
customers bought, on average, more than 24 mohthgport and maintenance with each new licensehased, which we believe illustrates
our customers’ commitment to VMware as a core efgroétheir data center architecture and hybrididlstrategy.

In the first quarter of 2013 , professional sersioevenues increased as growth in our license aatbfstalled-base led to additional
demand for our professional services.

Revenue Growth in Constant Currency

We invoice and collect in the Euro, the British Rduthe Japanese Yen and the Australian Dolldrdir tespective regions. As a result,
our total revenues are affected by changes inaghes\of the U.S. Dollar against these currenciesrdler to provide a comparable framework
for assessing how our business performed exclutimgffect of foreign currency fluctuations, managat analyzes year-over-year revenue
growth on a constant currency basis. Since we tgerith the U.S. Dollar as our functional currenagearned revenues for orders booked in
currencies other than the U.S. Dollar are converterdU.S. Dollars at the exchange rate in effecttfie month in which each order is booked
and remain at their historical rate when recogninéalrevenue. We calculate constant currency @mbe revenues recognized during the
current period that were originally booked in cacies other than U.S. Dollars by comparing the arge rates used to recognize revenue in
the current period against the exchange ratestosegtognize revenue in the comparable periodthiefirst quarter of 2013 , the year-over-
year growth in license revenues measured on aanstrrency basis wi2% compared with 1% as reported. We do not calewanstant
currency on services revenues, which include seéwasaintenance revenues and professional senguesues.
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Unearned Revenues

Our unearned revenues as of March 31, 2013 andnileme31, 2012 were as follows:

March 31, December 31,

2013 2012
Unearned license revenues $ 446.2 $ 462.
Unearned software maintenance revenues 2,796.! 2,755.(
Unearned professional services revenues 247k 242.¢
Total unearned revenues $ 3,490.: $ 3,460.¢

The complexity of our unearned revenues has inetkaser time as a result of acquisitions, an expdnoduct portfolio and a broader
range of pricing and packaging alternatives. Unegilitense revenues are either recognized ratadgdggnized upon delivery of existing or
future products or services, or will be recogniratbly upon delivery of future products or sersidéuture products include, in some cases,
emerging products that are offered as part of prodromotions where the purchaser of an existimglpet is entitled to receive a promotional
product at no additional charge. We regularly offevduct promotions to improve awareness of ourrging products. To the extent
promotional products have not been delivered amdl@especific objective evidence (“VSOE”) of faialue cannot be established, the revenu
for the entire order is deferred until such timekh@roduct delivery obligations have been fulfil Increasingly, unearned license revenue me
also be recognized ratably, which is generally ug right to receive unspecified future products tack of VSOE of fair value on the
software maintenance element of the arrangemenilakth 31, 2013 , the ratable component representedhalf of the total unearned license
revenue balance. The amount of total unearnedd&eegvenues may vary over periods due to the typgdexel of promotions offered, the
portion of license contracts sold with a ratablogmition element, and when promotional productsdmiivered upon general availability.
Unearned software maintenance revenues are a#tbleuo our maintenance contracts and are recatynégably, typically over terms from ol
to five years with a weighted-average remainingitat March 31, 2013 of approximately 1.9 years e&ined professional services revenues
result primarily from prepaid professional servidesluding training, and are recognized as theises are delivered. We believe that our
overall unearned revenue balance improves predlityadf future revenues and that it is a key iratiar of the health and growth of our
business. As of March 31, 2013, 88% of our totearned revenues are expected to be recognizddyrata

As of March 31, 2013, we reclassified $2@f2inearned revenues to liabilities held for shh tire related to a line of business that we
to exit. Liabilities held for sale are reportedaiccrued expenses and other on the consolidateddaasheet.

In the second quarter of 2013, we expect that agmately $100.0 included in our unearned revensesfdarch 31, 2013 will be
removed from our total unearned revenue balancéhi®amount, $71.2 will be attributable to thensfer of unearned revenues to Pivotal and
the balance of approximately $30.0 will be attréhie to the anticipated remaining disposals ofriesses under our realignment plan.

Operating Expenses

Information about our operating expenses for tret §uarter of 2013 and 2012 is as follows:

For the Three Months Ended March 31, 2013

Core Other Total

Operating Stock-Based Intangible Realignment Operating Operating

Expenses (1) Compensation Amortization Charges Expenses Expenses

Cost of license revenues $ 20.: % 0t $ 23 % —  $ 13.2 $ 57.2

Cost of services revenues 116.- 7.2 1.C — 0.1 124.¢

Research and development 206.: 62.% 1.C — 0.¢ 270.t

Sales and marketing 378.1 36.1 2.€ — 0.7 417.%

General and administrative 83.C 14.C — — g 98.t

Realignment charges — — — 62.¢ — 62.¢

Total operating expenses $ 803.¢ $ 120.2 $ 27¢ % 62.¢ $ 164 $ 1,031.:

Operating income $ 160.Z
Operating margin 13.2%
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For the Three Months Ended March 31, 2012

Core Other Total

Operating Stock-Based Intangible Realignment Operating Operating

Expenses(1) Compensation Amortization Charges Expenses Expenses

Cost of license revenues $ 21z % 04 $ 13.2 % — 3 216 $ 56.7

Cost of services revenues 106.¢ 5.8 11 — 0.5 114.2

Research and development 180.: 39.4 0.8 — 1.8 222.¢

Sales and marketing 333.2 25.2 2.8 — 2.1 363.¢

General and administrative 70.C 11.C — — 0.3 81.c

Total operating expenses $ 7118 % 81L& $ 181 $ — 3 26.6 $ 838.(

Operating income $ 217.2
Operating margin 20.€%

(1) Core operating expenses is a non-GAAP findmeeasure that excludes stock-based compensatimttiaation of acquired intangible
assets, realignment charges, and certain othensgpdrom our total operating expenses calculat@ddordance with GAAP. The other
operating expenses excluded are the net effetiecdmnortization and capitalization of software depment costs, employer payroll taxes
on employee stock transactions and acquisitionogimer-related items. Our core operating expendtecteur business in a manner that
allows meaningful period-to-period comparisons. Gane operating expenses are reconciled to the coosparable GAAP measurdptal
operating expenses,” in the table above. See “NAAfSFinancial Measures” for further information.

Our operating margin on total operating expensesedsed to 13.4% in the first quarter of 2013 f20r6% in the first quarter of 2012 .
The decrease in our operating margin in the fiostrter of 2013 compared with the first quarter @12 primarily related to the year-over-year
increase in realignment charges and stock-basegemsation.

Core Operating Expenses

The following discussion of our core operating enges and the components comprising our core opgratipenses highlights the factors
that we focus on when evaluating our operating imaagd operating expenses. The increases or desrgasperating expenses discussed in
this section do not include changes relating tolsttased compensation, amortization of acquireghiible assets, realignment charges, and
certain other expenses, which consist of the rietedf the amortization and capitalization of s@fte development costs, employer payroll
taxes on employee stock transactions and acquisitid other-related items.

Core operating expenses increased by $92.4 or 3P ifirst quarter of 2013 compared with the fipsairter of 2012 . As quantified
below, these increase s were primarily due to as®e in employee-related expenses, which includdesaand benefits, bonuses,
commissions, and recruiting and training, whiclréased largely as a result of increases in heatlc@un headcount as of March 31, 2013
approximately 13,000, compared with approximatdly8@0 as of March 31, 2012. This increase in heattowas driven by strategic hiring,
business growth and business acquisitions, butiltéades the reduction of approximately 700 pensbin the first quarter of 2013 as the
result of our realignment efforts. A portion of aare operating expenses, primarily the cost aqramel to deliver technical support on our
products and professional services, marketing rasearch and development, are denominated in foreigencies and are thus exposed to
foreign exchange rate fluctuations. Core operagixgenses benefited by $2.1 in the first quart&0df3 as compared with the first quarter of
2012 due to the effect of fluctuations in the exaderates between the U.S. Dollar and other cuigenc

Cost of License Revenues

Our core operating expenses for cost of licensemes principally consist of the cost of fulfillntesf our software and royalty costs in
connection with technology licensed from third-ggstoviders. The cost of fulfilment of our softveaincludes IT development efforts,
personnel costs, product packaging and relatecheadrassociated with the physical and electrorieedyg of our software products.

Core operating expenses for cost of license revedaereased by $0.8 or 4% in the first quartet0dB2compared with the first quarter of
2012.

Cost of Services Revenues

Our core operating expenses for cost of servicesnges primarily include the costs of personnelratated overhead to deliver technical
support for our products and to provide our prdtess services.
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Core operating expenses for cost of services reagimereased by $9.4 or 9% in the first quarte2Qif3 compared with the first quarter of
2012 . The increase in the first quarter of 2013 wa@marily due to growth in employee-related exgenof $9.5, which was largely driven by
incremental growth in headcount to support incréasgenues.

Research and Devel opment Expenses

Our core operating expenses for research and develat (“R&D”) expenses include the personnel ahated overhead associated with
the R&D of new product offerings and the enhancedroéour existing software offerings.

Core operating expenses for R&D increased by $@6101% in the first quarter of 2013 compared wiité first quarter of 2012 . The
increase was primarily due to growth in employdateel expenses of $19.5 in the first quarter of220dhich was primarily driven by
incremental growth in headcount from strategicrigiand business acquisitions. In the first quat&013 , contractor costs of $4.3 related to
product development and security efforts furthertdbuted to the year-over-year increase.

Sales and Marketing Expenses

Our core operating expenses for sales and marketipgnses include personnel costs, sales comnésaimhrelated overhead associated
with the sale and marketing of our license andisesvofferings, as well as the cost of product thes. Sales commissions are generally e:
and expensed when a firm order is received fronttistomer and may be expensed in a period othertiieaperiod in which the related
revenue is recognized. Sales and marketing expatseinclude the net impact from the expensesrirduand fees generated by certain
marketing initiatives, including our annual VMwortdnferences in the U.S. and Europe.

Core operating expenses for sales and marketimgased by $44.8 or 13% in the first quarter of 26d®pared with the first quarter of
2012 . The increase in the first quarter of 2013 mamarily due to growth in employee-related exggnof $40.2, driven by incremental
growth in headcount and by higher commission expel® to increased sales volumes.

General and Administrative Expenses

Our core operating expenses for general and adimgitiiee expenses include personnel and relatecheaercosts to support the overall
business. These expenses include the costs assbwaiighh our finance, human resources, IT infrastmecand legal departments, as well as
expenses related to corporate costs and initiatimdsacilities costs.

Core operating expenses for general and adminigtraicreased by $13.0 or 19% in the first quanfe2013 compared with the first
quarter of 2012 . The increase in the first quasfe2013 was primarily due to an increase of $4ldted to employee-related expenses mostly
due to incremental growth in headcount, and areas® of $4.5 in corporate expenses, which incladesibutions to our charitable
foundation. Also contributing to the increase ipemnses in the first quarter of 2013 were contrambsts of $2.3 related to IT security
initiatives.

Stock-Based Compensation

Stock-based compensation was $120.2 and $81.& ifirth quarter of 2013 and 2012 , respectivelgresenting a year-over-year increase
of $38.4 . The increase in total stock-based comsgiion expense in the first quarter of 2013 conpavi¢h the first quarter of 2012 was
primarily due to an increase of $22.3 for new awasgdued to our existing employees, as well aseease of $12.5 for awards made to new
employees joining VMware over the last year. Adblitlly, total stock-based compensation expenseased by $23.5 in the first quarter of
2013 due to business acquisitions, primarily aftdble to our acquisition of Nicira in the thirdagter of 2012. Partially offsetting these
increase s was a decrease of $13.8 related tosgraitbecame fully vested over the past year.

Stock-based compensation is recorded to each appeatpense category based upon the function ofitiyg@loyee to whom the stock-
based compensation relates and fluctuates basedthpealue and number of awards granted. Compengzhilosophy varies by function,
resulting in different weightings of cash incensweersus equity incentives. As a result, functiaith larger cash-based components, such as
sales commissions, will have comparatively lowecktbased compensation than other functions.

As of March 31, 2013, the total unamortized failue of our outstanding equity-based awards heldunyemployees was $826.6 , and is
expected to be recognized over a weighted-averagedoof approximately 1.5 years.
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Intangible Amortization

Intangible amortization increased $9.8 or 55% iist fijuarter of 2013 compared with the first quanote2012as a result of new acquisitio
primarily the acquisition of Nicira in the third gtter of 2012. Intangible amortization was predanity recorded to cost of license revenues
on our accompanying consolidated statement of igcom

Realignment Charges

In January 2013, we approved a business realignpi@ntto streamline our operations and to enhamcesfon our three growth priorities.
The plan is expected to be completed by the e2D®8. The total charge resulting from this plaexpected to be between $75.0 and $90.0
with total cash expenditures associated with the pikpected to be in the range of $60.0 to $75t® associated cash payments are expect
to be paid out primarily through the end of 2013.

The plan includes the elimination of approximat@dp positions and personnel across all major fanafigroups and geographies, which
is expected to result in a charge in the rang8@0.0 to $65.0 . As of March 31, 2013 , approsxetya700 of the employees had been
terminated. The remainder of the workforce redurctibarge relates to employees in foreign jurisdictiand will be recognized in future
periods as the expected severance amounts aredthahdditionally, we exited and are planning it eertain lines of business and
consolidate facilities, which we expect to resnlaicharge in the range of $15.0 to $25.0.

In the first quarter of 2013 , we recognized tatsrges of $62.9 related to our business realighplan. Of this amount, $53.9 related to
workforce reductions and $9.0 related to the immairt of assets for certain lines of business tleaexited and plan to exit.

Although we expect that streamlining our operatisiishave a favorable impact on our operating exges in future quarters, we expect
that core operating expenses related to our headedllincrease as our total headcount is expetidthve a net increase of approximately
during 2013 as we continue to make key investmierdgspport of our long-term growth objectives. Taigpected net increase takes into
account the reduction of approximately 500 peoméd will transfer to Pivotal in the second quad&2013, as well as the impact of our
realignment activities.

Other Operating Expenses

Other operating expenses consist of the net effieitie amortization and capitalization of softwdevelopment costs and employer pay
tax on employee stock transactions, which are dsmbto each individual line of operating expens@wnaccompanying consolidated
statements of income. Additionally, other operagmxgenses include acquisition and other-relatendstevhich are recorded in general and
administrative expense on our income statement.

Other operating expenses decreased $10.3 in #tetiarter of 2013 from the first quarter of 20IThe decrease in the first quarter26fl.:
was primarily due to a decrease of $8.The amortization of capitalized software deveb@nt costs resulting from the timing of the comiple
of amortization for previous product releases,ldglg previous versions of vSphere. Amortizatiopense from capitalized software
development costs is included in cost of licensemaes on our accompanying consolidated staternoéimisome. In future periods, we expect
our amortization expense from capitalized softwdeelopment costs to continue to decline as thests are expected to be recorded as R&D
expense as incurred given our current go-to-mastkategy and development process. In addition, epeplpayroll taxes on employee stock
transactions decreased $2.9 , due to the markee wdlour stock and a decrease in the number ofdseercised, sold or vested.

Investment Income

Investment income increased by $2.0 to $7.7 ifiteequarter of 2013 from $5.7 in the first quarté 2012 . Investment income consists
of interest earned on cash, cash equivalents asrtishm investment balances partially offset by éimortization of premiums paid on fixed
income securities. In the first quarter of 2012 ampared with the first quarter of 2012 , investiieroome increased due to higher yields on
our fixed income portfolio.

Other Income (Expense), Net

Other expense , net of $2.9 in the first quarte2Q#f3 changed by $5.2 compared with other inconat of $2.3 in the first quarter of
2012 , primarily due to the impact from foreign runcy rate movement, net of hedges.

Income Tax Provision

Our effective income tax rate was (5.8)% and 14f&6fthe first quarter of 2013 and 2012, respecyiv&he lower effective rate for the fi
quarter of 2013 compared with the first quarte@f2 was primarily attributable to the discrete lt@xefits recognized in the first quarter of
2013 due to the retroactive enactment of the fédR3® tax credit by the United States Congressanuhry 2013 and the favorable tax impact
of charges under our realignment plan. The fede&dD tax credit applicable to 2012 benefited thesefive income tax rate in the first quarter
of 2013 by $39.1 . Additionally, the 2013

26




Table of Contents

federal R&D credit applicable to 2013 favorably mcfed the effective tax rate for the first quace2013, which was partially offset by a
jurisdictional shift of income from low-tax non-U.S. jurisdictions to the United States.

Our rate of taxation in foreign jurisdictions isMer than our U.S. tax rate. Our international ineamprimarily earned by our subsidiaries
in Ireland, where the statutory tax rate is 12.5%. do not believe that any recent or currently etgedevelopments in non-U.S. tax
jurisdictions are reasonably likely to have a matémpact on our effective tax rate. As of March 2013, our total cash, cash equivalents,
short term investments were $4,936.7 , of whicl3%3.9 were held outside the U.S. Our intent imt®finitely reinvest our non-U.S. funds in
our foreign operations, and our current plans dademonstrate a need to repatriate them to fundJosir operations. We plan to meet our U.S
liquidity needs through ongoing cash flows genetdtem our U.S. operations, external borrowingshath. We utilize a variety of tax
planning strategies in an effort to ensure thatvearldwide cash is available in the locations iniebhit is needed. If management determines
these overseas funds are needed for our operatitins U.S., we would be required to accrue U.gegan the related undistributed earninc
the period management determines the earningsavibbnger be indefinitely invested outside the WnSrder to repatriate these funds.

Although we file a federal consolidated tax retwith EMC, we calculate our income tax provisionastand-alone basis. Our effective
tax rate in the periods presented is the resulie@mix of income earned in various tax jurisdioidhat apply a broad range of income tax r
The rate at which the provision for income taxesalkulated differs from the U.S. federal statutoigome tax rate primarily due to differential
tax rates in foreign jurisdictions where incomedsned and considered to be indefinitely reinvested

We have been included in the EMC consolidated gfoup).S. federal income tax purposes, and exmecbintinue to be included in such
consolidated group for periods in which EMC owneast 80% of the total voting power and value wf @utstanding stock as calculated for
U.S. federal income tax purposes. The percentagetiofy power and value calculated for U.S. fedarabme tax purposes may differ from
percentage of outstanding shares beneficially ovinyeHMC due to the greater voting power of our €lBcommon stock as compared to our
Class A common stock and other factors. Each mewfteconsolidated group during any part of a cbdated return year is jointly and
severally liable for tax on the consolidated retofisuch year and for any subsequently determirdéididncy thereon. Should EMC's
ownership fall below 80% of the total voting poveervalue of our outstanding stock in any perio@ntive would no longer be included in the
EMC consolidated group for U.S. federal incomepaxposes, and thus no longer be liable in the elraitany income tax liability was
incurred, but not discharged, by any other membér@EMC consolidated group. Additionally, our Uf8deral income tax would be reported
separately from that of the EMC consolidated group.

Our effective tax rate for the remainder of 2013/rba affected by such factors as changes in tag, lezgulations or rates, changing
interpretation of existing laws or regulations, thpact of accounting for stock-based compensatimimpact of accounting for business
combinations, changes in our international orgdionashifts in the amount of income before taxnedrin the U.S. as compared with other
regions in the world, and changes in overall leeélimcome before tax.

Our Relationship with EMC

As of March 31, 2013 , EMC owned 42,536,000 shafa3lass A common stock and all 300,000,000 shafr€3ass B common stock,
representing 80.0% of our total outstanding shafe®mmon stock and 97.386 the combined voting power of our outstanding omm stock

Pursuant to an ongoing reseller arrangement wittCEEMC bundles our products and services with EMEE&lucts and sells them to
end-users. In the three months ended March 31, 20d2012 , we recognized revenues of $36.3 and$36spectively, from such
contractual arrangement with EMC. As of March 3112, $148.8 of revenues from products and sengokkunder the reseller arrangement
were included in unearned revenues.

In the three months ended March 31, 2013 and 20&2recognized professional services revenues®b%ind $18.7 , respectively, from
such contractual agreements with EMC. As of Marth2®13 , $3.2 of revenues from professional sesito EMC customers were included in
unearned revenues.

In the three months ended March 31, 2013 and 20&2recognized revenues of $3.1 and $1.7 , respdgtifrom products and services
purchased by EMC for internal use pursuant to oantractual agreements with EMC. As of March 31,20%27.1 of revenues from products
and services purchased by EMC for internal use wetaded in unearned revenues.

We purchased products and services from EMC for3$a8d $17.9 in the three months ended March 313 20d 2012 , respectively.

Payments between us and EMC under the tax shagimegment primarily relate to our portion of fedérmlome taxes on EMC'’s
consolidated tax return. Payments from us to EM@auily relate to periods for which we had standra federal taxable income, while
payments from EMC to us relate to periods for whighhad a stand-alone federal taxable loss. Ithitee months ended March 31, 2013 and
2012 , no payments were made by either us or EMfewthe tax sharing agreement.
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Due to the retroactive enactment of the federal R&Dcredit, we estimate a 2012 federal tax refoi®15.5 will be due from EMC and
payable in the second quarter of 2013. The amdbatsve either pay to or receive from EMC for oortjpn of federal income taxes on EMC’
consolidated tax return differ from the amountsweeild owe on a stand-alone basis and the differenpeesented as a component of
stockholders’ equity. In the three months endeddd&1, 2013 and 2012 , the difference betweennimuat of tax calculated on a stand-alone
basis and the amount of tax calculated per thsliaking agreement was not material .

In certain geographic regions where we do not lzewvestablished legal entity, we contract with ENBssdiaries for support services and
EMC personnel who are managed by us. The costsrattby EMC on our behalf related to these emplsyee passed on to us and we are
charged a mark-up intended to approximate costssbald have been charged had we contracted fdr sevices with an unrelated third
party. These costs are included as expenses icoogplidated statements of income and primariljuishe salaries, benefits, travel and rent.
Additionally, EMC incurs certain administrative ¢®®n our behalf in the U.S. that are also recosteexpenses in our consolidated statemer
of income. The total cost of the services proviteds by EMC as described above was $36.1 and $2h@ three months ended March 31,
2013 and 2012, respectively.

In the three months ended March 31, 2013 and 2812,and $1.8f interest expense was recorded related to thee petable to EMC ai
included in interest expense with EMC on our coidstéd statements of income. Our interest expesisesaparate, stand-alone company may
be higher or lower than the amounts reflected éndbnsolidated financial statements.

In 2011, we acquired certain assets relating to EMzy cloud-based data storage and data centeéicss, including certain data center
assets and a license to certain intellectual ptgpEMC retained ownership of the Mozy business ismtemaining assets and continued to be
responsible to Mozy customers for Mozy products serdices and to recognize revenue from such ptedund services. We entered into an
operational support agreement with EMC througheting of 2012, pursuant to which we took over resiiitg to operate the Mozy service on
behalf of EMC. Pursuant to the support agreemeastsdncurred by us to support EMC’s Mozy servighgs a mark-up intended to
approximate third-party costs and a managementers reimbursed to us by EMC. In the fourth quasfe2012, the operational support
agreement between us and EMC was amended suchdhaduld no longer operate the Mozy service on heli&MC. Under the amendme
we transferred substantially all employees thapsupMozy services to EMC and EMC purchased cedasets from us in relation to
transferred employees. The termination of servickralated transfer of employees and sale of assetsubstantially completed during the
three months ended March 31, 2013 . On the coraelidstatements of income, such amounts reimbs&MC to us to operate Mozy were
immaterial in the three months ended March 31, 243i8%$14.6 in the three months ended March 31, 20h2se amounts were recorded as a
reduction to the costs we incurred.

From time to time, we and EMC enter into agreememtllaborate on technology projects. In the¢hmonths ended March 31, 204:13d
2012, we received $2.2 and $1.1, respectifidym EMC for EMC's portion of expenses related tels projects.

Effective September 1, 2012, Pat Gelsinger succkPdel Maritz as Chief Executive Officer of VMwakRior to joining VMware, Pat
Gelsinger was the President and Chief Operating€@fbf EMC Information Infrastructure ProductsuP®laritz remains a board member of
VMware and currently serves as Chief Executive ¢@ffiof Pivotal, a majority-owned subsidiary of EMOwhich we have an ownership
interest. With the exception of a lobgrm incentive performance award from EMC that®elisinger agreed to cancel in consideration ofva
performance stock unit award from us, both Paulitddand Pat Gelsinger retained and continue to inebteir respective equity awards that
they held as of September 1, 2012. Stock-based easagion related to Pat Gelsinger's EMC awardsheilfecognized on our consolidated
statements of income over the awards’ remainingiséég@ service periods. Stock-based compensatiatereto Paul Maritz's VMware awards
will be recognized by EMC and Pivotal.

As of March 31, 2013, we had $8.5 net due from EMf&ich consisted of $60.3 due from EMC, partiaifiset by $51.8 due to EMC.
These amounts resulted from the related party adims described above. Additionally, we had ammime tax payable due to EMC$if2.2
as of March 31, 2013, which was included in acdreigpenses and other on our consolidated balames. #alances due to or from EMC
which are unrelated to tax obligations are gengsadttled in cash within 60 days of each quagted- The timing of the tax payments due to
from EMC is governed by the tax sharing agreemetit BMC.

On April 1, 2013, we and EMC contributed certaiseds to Pivotal and Pivotal assumed certain ligdslifrom us and EMC. In exchange
for our and EMC's contributions, we and EMC recdieguity interests in Pivotal. See “ltem 2. Managatis Discussion and Analysis of
Financial Condition and Results of Operations-Oiar’ above for further information.

By nature of EMC’s majority ownership of us, theamts we recorded for our intercompany transactiatts EMC may not be
considered arm’s length with an unrelated thirdyparherefore the financial statements includedimemay not necessarily reflect our results
of operations, financial position and cash flowd e engaged in such transactions with an
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unrelated third party during all periods presenfeztordingly, our historical results should notrieéed upon as an indicator of our future
performance as a stand-alone company.

Liquidity and Capital Resources

At March 31, 2013 and 2012 , we held cash, caslvalgmts and short-term investments as follows:

March 31,
2013 2012
Cash and cash equivalents $ 1,840.: $ 2,626.:
Short-term investments 3,096.! 2,596.!
Total cash, cash equivalents and short-term inverstsn $ 4,936.° $ 5,222.:

As of March 31, 2013, we held a diversified pditf@f money market funds and fixed income secesitiotaling $4,489.1 . Our fixed
income securities were denominated in U.S. Dobaud consisted of highly liquid debt instrumentshaf U.S. government and its agencies,
U.S. municipal obligations, and U.S. and foreigrpooate debt securities. We limit the amount of @amestic and international investments
with any single issuer and any single financiatitnson, and also monitor the diversity of the tfolio, thereby diversifying the credit risk.
Within our portfolio, we held $40.0 of foreign gomenent and agencies securities, $10.4 of whichdeasned sovereign debt, at March 31,
2013. These sovereign debt securities had an averagdé cating of AAA and were predominantly from CdaaNone of the securities deer
sovereign debt were from Greece, Ireland, ItalyfiRm@l or Spain.

As of March 31, 2013, our total cash, cash eqeival and short-term investments were $4,936.Wwhath $3,385.9 was held outside the
U.S. If these overseas funds were needed for aenatipns in the U.S., we would be required to aeend pay U.S. taxes on related
undistributed earnings to repatriate these fundsveaver, our intent is to indefinitely reinvest auon-U.S. earnings in our foreign operations
and our current plans do not demonstrate a neegptdriate them to fund our U.S. operations.

We expect to continue to generate positive castisflivom operations in 2013 and to use cash gentbgt@perations as our primary
source of liquidity. We believe that existing castd cash equivalents, together with any cash geteham operations will be sufficient to
meet normal operating requirements for at leashéhé twelve months. While we believe our existiggh and cash equivalents and cash to b
generated by operations will be sufficient to n@matnormal operating requirements, our overall l@feash needs may be impacted by the
number and size of acquisitions and investmentsamsummate and the amount of stock we buy bacR18.2Should we require additional
liquidity, we may seek to arrange debt financingwoter into credit facilities.

Our cash flows for first quarter of 2013 and 201&evas follows:

For the Three Months Ended

March 31,
2013 2012
Net cash provided by (used in):
Operating activities $ 676.« $ 576.¢
Investing activities (331.%) (57.9)
Financing activities (113.9 151.1
Net increase in cash and cash equivalents $ 230.6 $ 670.¢

Operating Activities

Cash provided by operating activities is driveroby net income, adjusted for non-cash items andgdmin assets and liabilities. Non-
cash adjustments include depreciation and amddizadtock-based compensation, excess tax befrefitsstock-based compensation, non-
cash realignment charges, and other adjustments.

Cash provided by operating activities increase@®§.8 to $676.4 in the first quarter of 2013 fros¥6.6 in the first quarter of 2012 . The
increase was primarily driven by an increase imaadlections due to growth in our sales to custenaed was partially offset by increases in
core operating expenses, primarily driven by yeaareyear headcount growth and by cash paymentsddkforce reductions in conjunction
with our realignment plan.

In evaluating our liquidity internally, we focus émree cash flows, which we consider to be a relewagasure of our progress. We define
free cash flows, a non-GAAP financial measure,eiash provided by operating activities less eapitpenditures. See “Non-GAAP
Financial Measures” for additional information.
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Our free cash flows in the first quarter of 2013 evas follows:

For the Three Months Ended

March 31,
2013 2012
Net cash provided by operating activities $ 676.2 $ 576.¢
Capital expenditures (77.9 (33.9)
Free cash flows $ 598.¢ $ 542.¢

Investing Activities

Cash used in investing activities is generallyilaatable to the purchase of fixed income securitiesiness acquisitions, and capital
expenditures. Cash provided by investing activigsrimarily attributable to the sales or matestof fixed income securities.

In the first quarter of 2013, we paid $77.8 foritalexpenditures, compared with $33.7 in the fipsarter of 2012. The increase in capital
expenditures in the first quarter of 2013 relatethe renovation of our expanded Palo Alto, Catifacampus. The renovation will be a multi-
year project with capital investment extending ifttture periods

Total fixed income securities of $736.9 and $70¢eBe purchased in the first quarter of 2013 and220&spectively. All purchases of
fixed income securities were classified as casflaws from investing activities. We classified teaavestments as short-term investments on
our consolidated balance sheets based upon theeradtthe security and their availability for ugeciurrent operations or for other purposes,
such as business acquisitions and strategic ineed¢tmThese cash outflows were partially offsetdégh inflows of $667.5 and $679.3 in the
first quarter of 2013 and 2012 , respectively, assalt of the sales and maturities of fixed incaweurities.

In the first quarter of 2013 , we paid $184.5 fasimess acquisitions, compared with no acquisitiorike first quarter of 2012See Note
to the consolidated financial statements for furthéormation. Business acquisitions are an impudredement of our strategy and we expect to
continue to consider additional strategic busirsesgiisitions in the future.

Financing Activities

Proceeds from the issuance of our Class A commuoank $tom the exercise of stock options and the Ipase of shares under the VMware
Employee Stock Purchase Plan (“ESPP”) were $671d%4d1.0 in the first quarter of 2013 and 201Xpestively.

In the first quarter of 2013 , we paid $182.0 Juding commissions, to repurchase and retire 2ldomishares of our Class A common
stock at a weighted-average price of $77.05 peeslaa part of our share repurchase programs. Tveneno repurchases of common stock
under our share repurchase programs during thegfiester of 2012 . From time-to-time, stock refnages may be made pursuant to the stock
repurchase authorizations in open market transetio privately negotiated transactions as perthlitesecurities laws and other legal
requirements. We are not obligated to purchaseshayes under our stock repurchase programs. Thegtofi any repurchases and the actual
number of shares repurchased will depend on atyafdactors, including our stock price, cash regments for operations and business
combinations, corporate and regulatory requiremantsother market and economic conditions. Purcheae be discontinued at any time that
we feel that additional purchases are not warramteaf March 31, 2013 , the authorized amount iaing available for repurchase was
$286.1 . This amount is authorized for repurchéserigh the end of 2014.

There were additional cash outflows of $22.1 an8l&1n the first quarter of 2013 and 2012 , respebt, to cover tax withholding
obligations in conjunction with the net share setiént upon the vesting of restricted stock unitsrastricted stock. Additionally, the excess
tax benefit from stock-based compensation was $2242$53.7 in the first quarter of 2013 and 20d&pectively, and is shown as a reduction
to cash flows from operating activities and an éase to cash flows from financing activities. Tlaryover-year changes in the repurchase of
shares to cover tax withholding obligations anddkeess tax benefit from stock-based compensaiifirst quarter of 2013 were primarily due
to changes in the market value of our stock andahtimeber of awards exercised, sold or vested.

Future cash proceeds from issuances of common atatkhe excess tax benefit from stock-based cosapien and future cash outflows
to repurchase our shares to cover tax withholdbiggations will depend upon, and could fluctuaigngicantly from period-tgperiod based o
the market value of our stock, the number of awasdscised, sold or vested, the tax benefit redla®d the tax-affected compensation
recognized.
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Note Payable to EM(

As of March 31, 2013, $450.0 remained outstandim@ note payable to EMC, with interest payabletguly in arrears. The note matures
in April 2015. The interest rate continues to regedrterly and bears an interest rate of the 90LHROR plus 55 basis points.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of Non-GAAP Finaaldleasures in Commission Filings,” defines andpribes the conditions for use
of non-GAAP financial information. Our measurescofe operating expenses and free cash flows eaehtheedefinition of a non-GAAP
financial measure.

Core Operating Expenses

Management uses the non-GAAP measure of core apgmtpenses to understand and compare operasolig@cross accounting
periods, for internal budgeting and forecastingppses, for short- and long-term operating plansatoulate bonus payments and to evaluate
our financial performance, the performance of adiiidual functional groups and the ability of opons to generate cash. Management
believes that by excluding certain expenses tlanhat reflective of our ongoing operating resudtse operating expenses reflect our business
in a manner that allows for meaningful period-toipe comparisons and analysis of trends in ourrass.

We define core operating expenses as our totahtipgrexpenses excluding the following componentsch we believe are not reflective
of our ongoing operational expenses. In each dasthe reasons set forth below, management balithat excluding the component provides
useful information to investors and others in ustlerding and evaluating our operating results ahdd prospects in the same manner as
management, in comparing financial results acroseumting periods and to those of peer companidsahetter understand the long-term
performance of our core business.

»  Sock-based compensation. Stock-based compensation is generally fixed atithe the stock-based instrument is granted and
amortized over a period of several years. Althosigick-based compensation is an important aspebheafompensation of our
employees and executives, the expense for thedaie of the stock-based instruments we utilize gy little resemblance to the
actual value realized upon the vesting or futuereise of the related stock-based awards. Furthermoalike cash compensation, the
value of stock options is determined using a comfdemula that incorporates factors, such as margkztility, that are beyond our
control. Additionally, in order to establish therfaalue of performance-based stock awards, whiehatso an element of our ongoing
stock-based compensation, we are required to gpgdyment to estimate the probability of the extenwvhich performance objectives
will be achieved.

« Amortization of acquired intangible assets. We generally allocate a portion of the purchaseepoif an acquisition to intangible assets,
such as intellectual property, which is subjecnmortization. Additionally, the amount of an acdfigs’s purchase price allocated to
intangible assets and the term of its related amation can vary significantly and are unique toleacquisition.

* Realignment charges. Realignment charges include workforce reductioaseimpairments and losses on asset disposalbeliége i
is useful to exclude these items, when significastthey are not reflective of ongoing businessap@tating results.

»  Other operating expenses. Other expenses excluded are amortization and tiapttan of software development costs, employer
payroll taxes on employee stock transactions aneratcquisition and other-related items. Capitdligeftware development costs
encompass capitalization of development costs lmmdubsequent amortization of the capitalized ansts the useful life of the
product. Amortization and capitalization of soft@atevelopment costs can vary significantly dependimon the timing of products
reaching technological feasibility and being madaegally available. We did not capitalize softwdexelopment costs related to
product offerings in either the first quarter ofl30or fiscal year 2012 given our current go-to-neastrategy. In future periods, we
expect our amortization expense from previouslhjtaliped software development costs to steadiljide@s previously capitalized
software development costs become fully amortiZée. amount of employer payroll taxes on stock-basedpensation is dependent
on our stock price and other factors that are béyam control and do not correlate to the operatibtine business. Acquisition and
other-related items include direct costs of actjoiss and dispositions, such as transaction angagyfees, which vary significantly
and are unique to each transaction. Additionallylvxare does not acquire or dispose of businessespoadictable cycle.

Free cash flows

In evaluating our liquidity internally, we focus émree cash flows, which we consider to be a relewagasure of our progress. In 2012, we
changed our methodology for calculating free céshd, which is reflected in the amounts presented f
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all periods, to be defined as GAAP operating céshis less capital expenditures. We include the chfram capital expenditures on property
and equipment because these expenditures arecaisimlered to be a necessary component of our apesatnd therefore part of our core
operating expenses. Management uses free cashdoasneasure of financial progress in our busjresi balances operating results, cash
management and capital efficiency. We believe fileat cash flows provides useful information to isiees and others as it allows for
meaningful period-to-period comparisons of our atiag cash flows for analysis of trends in our bass. Additionally, we believe that it
provides investors and others with an importanspective on the amount of cash that we may chaoasd for strategic acquisitions and
investments, the repurchase of shares, operatimhether capital expenditures.

Limitations on the use of No-GAAP financial measures

A limitation of our non-GAAP financial measuresaafre operating expenses and free cash flows ighbgitdo not have uniform
definitions. Our definitions will likely differ fron the definitions used by other companies, inclggieer companies, and therefore
comparability may be limited. Thus, our non-GAAPaseres of core operating expenses and free cash $loould be considered in addition
to, not as a substitute for, or in isolation frameasures prepared in accordance with GAAP. Additlpnin the case of stock-based
compensation, if we did not pay out a portion ahpensation in the form of stock-based compensaitiahrelated employer payroll taxes, the
cash salary expense included in costs of revemusgerating expenses would be higher which wofitbour cash position. Further, the
non-GAAP measure of core operating expenses htarcémitations because it does not reflect &is of income and expense that affect ou
operations and are reflected in the GAAP measutetaf operating expenses.

We compensate for these limitations by reconcitioge operating expenses to the most comparable GivaRcial measure. Management
encourages investors and others to review our ¢iahimformation in its entirety, not to rely onyasingle financial measure and to view our
non-GAAP financial measures in conjunction with thest comparable GAAP financial measures.

See “Results of Operations—Operating Expensesd f@conciliation of the noGAAP financial measure of core operating expenséle
most comparable GAAP measure, “total operating egeg,” for the three months ended March 31, 20832812.

See “Liquidity and Capital Resources” for a recbation of free cash flows to the most comparableAB measure, riet cash provided
operating activities,” for the three months endeardh 31, 2013 and 2012.

Critical Accounting Policies

Our consolidated financial statements are basaterelection and application of accounting prilesmenerally accepted in the United
States of America that require us to make estimatdsassumptions about future events that affecathounts reported in our financial
statements and the accompanying notes. Futuressapdttheir effects cannot be determined with oepaTherefore, the determination of
estimates requires the exercise of judgment. Acgllts could differ from those estimates, andsugh differences may be material to our
financial statements. We believe that the critaxaounting policies set forth within Item 7 of @012 Annual Report on Form 10-K may
involve a higher degree of judgment and complexitiheir application than our other significant aanting policies and represent the critical
accounting policies used in the preparation offmancial statements. If different assumptions amditions were to prevail, the results coulc
materially different from our reported results.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements, including, without limitaticstatements regarding expectations
of, or our plans for: achieving future businessagtoby building long-term relationships with ourstomers through the adoption of enterprise
license agreements; macroeconomic conditions;dytioduct offerings; sources of revenues; devefppaw product capabilities; increasing
sales volumes in our transactional business; fiaaggisitions; funding strategic initiatives thraugng-term revenue growth; future
competition; the competitive landscape; maintairong industry leadership position; the impact afsts associated with, and the timetable for
streamlining our operations and implementing andpeting our realignment plan; completion of adhparty strategic investment in
GoPivotal, Inc. (“Pivotal”); the impact of our réggthment plan and the Pivotal transaction on futexenue, operating margin and unearned
revenue balance; expenditures to build out ourarate headquarters; geographic expansion and additiional channel partners; the
recognition of unearned revenue; our relationshith ®MC; increasing employee headcount; our revenuttwok and product mix; customer
and partner demand for our products and servigegrgies from our acquisitions and associated atouy for goodwill; the sufficiency of our
liquidity and capital reserves to fund our openasiand business strategy; continuation of our steplirchase program; the effects of potentia
developments in non-U.S. tax jurisdictions; reifii@sour overseas earnings in our foreign operatamd not repatriating them to the U.S.; the
timing and amount of capitalized software develophwests; the lack of a material adverse effeai®due to the resolution of pending claims
legal proceedings and investigations; and costscated with foreign currency fluctuation.
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These forward-looking statements involve risks andertainties and the cautionary statements st &nove and those contained in the
section of this report entitled “Risk Factors” ii§nimportant factors that could cause actual lssio differ materially from those predicted in
any such forward-looking statements. We assumebtigation to, and do not currently intend to, ugdttese forward-looking statements.

Available Information

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

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

* announcements of investor conferences, speeciteavents at which our executives talk about ooalyrcts, services and competitive
strategies (archives of these events are alscad@ifor a limited time);

« additional information on financial metrics, inding reconciliations of noGAAP financial measures discussed in our presemtsitic
the nearest comparable GAAP measure;

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

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

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

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

Unless the context requires otherwise, we areniafpto VMware, Inc. when we use the terms “VMwatee “Company,” “we,” “our” or

us
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Foreign Exchange Risk

We operate in foreign countries, which expose unaoket risk associated with foreign currency excfearate fluctuations between the
U.S. Dollar and various foreign currencies, the nsignificant of which is the Euro.

International revenues as a percentage of totahtaess were 52.3% and 54.0% in the first quart@0aB and 2012 , respectively. We
invoice and collect in the Euro, the British Poutiiy Japanese Yen and the Australian Dollar irr tlespective regions. Additionally, a portion
of our operating expenses, primarily the cost apenel to deliver technical support on our prodaetd professional services, sales and sale
support and research and development, are denadimaforeign currencies, primarily those curreadiewhich we also invoice and collect.
Revenues resulting from selling in local curren@ed costs incurred in local currencies are exptséateign exchange rate fluctuations wt
can affect our operating income. As exchange ragg operating margins may differ materially frexpectations. We calculate the foreign
currency impact on our revenues and operating esqeeas the difference between amounts translatedrant exchange rates and the same
amounts translated at prior-period exchange rates.

License revenues were negatively impacted by $4l@min the first quarter of 2013 due to fluctits in the exchange rates between th
U.S. Dollar and foreign currencies as compared thithsame periods in the prior year. Additionadlyre operating expenses benefited by $2.!
million in the first quarter of 2013 due to fluctiens in the exchange rates.

To manage the risk associated with fluctuation®imign currency exchange rates, we utilize derredfinancial instruments, principally
foreign currency forward contracts, as describddvioe

Cash Flow Hedging Activities. To mitigate our exposure to foreign currency flattons resulting from operating expenses denominiate
certain foreign currencies, we enter into foreigrrency forward contracts. We typically enter intsh flow hedges semi-annually with
maturities of six months or less. As of March 3012, we had foreign currency forward contractpuochase approximately $36.2 million in
foreign currency. The fair value of these forwaothttacts was immaterial as of March 31, 2013 .
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Balance Sheet Hedging Activities. We enter into foreign currency forward contracthi¢olge a portion of our net outstanding monetary
assets and liabilities against movements in ceftagign exchange rates. Our foreign currency feda@ntracts are traded on a monthly basis
with a typical contractual term of one month. AdMidrch 31, 2013 , we had outstanding forward cas$raith a total notional value of $292.9
million . The fair value of these forward contrastas immaterial as of March 31, 2013 . In the fiygarter of 2013 and 2012 , we recognized &
gain of $11.0 million and a loss of $4.5 milliorespectively, on our consolidated statements afrive for our foreign currency forward
contracts. The net impact of the gains and lossesioforeign currency forward contracts and th@gand losses associated with the
underlying foreign-currency denominated assetsliabdities resulted in a net loss of $2.5 millianthe first quarter of 2013 and a net gain of
$1.3 million in the first quarter of 2012.

Sensitivity Analysis. There can be no assurance that our hedging aeswitill adequately protect us against the riske@ated with foreigi
currency fluctuations. A hypothetical adverse fgreturrency exchange rate movement of 10% woul@ hesulted in a potential loss of $29.9
million in fair value of our foreign currency fornghcontracts used in both the cash flow hedgingtmidnce sheet hedging activities as of
March 31, 2013 . This sensitivity analysis disreigaany potentially offsetting gain that may be aiged with the underlying foreign-currency
denominated assets and liabilities that we hedge.

This analysis also assumes a parallel adverseddtsft foreign currency exchange rates againstit& Dollar; however, foreign currency
exchange rates do not always move in such a mamueactual results may differ materially. We do exoter into speculative foreign exchange
contracts for trading purposes. See Note G to ¢tinsaidated financial statements for further infation.

Interest Rate Risk
Fixed Income Securities
Our fixed income investment portfolio is denomirhie U.S. Dollars and consists of various holdirtgpes, and maturities.

Our primary objective for holding fixed income satias is to achieve an appropriate investmentrretonsistent with preserving princij
and managing risk. At any time, a sharp rise iarigst rates or credit spreads could have a maseharse impact on the fair value of our fixed
income investment portfolio. Hypothetical changemierest rates of 50 basis points and 100 basmgpwould have changed the fair value of
our fixed income investment portfolio as of March 2013 by $24.7 million and $49.4 million , resjpegly. This sensitivity analysis assumes
a parallel shift of all interest rates; howevetenest rates do not always move in such a manneaetual results may differ materially. We
monitor our interest rate and credit risk, incliglur credit exposures to specific rating categoaied to individual issuers. There were no
impairment charges on our cash equivalents and fixeome securities during the first quarter of 20T hese instruments are not leveraged
and we do not enter into speculative securitiedrfating purposes. See Notes E and F to the caiased financial statements for further
information.

Note Payable to EM(

As of March 31, 2013, $450.0 million was outstagdon our consolidated balance sheet for the retalge to EMC. The interest rate on
the note payable was 0.86% as of March 31, 2013.&8% as of March 31, 2012 . In the first quaofe2013 and 2012 , $1.0 million and $1.3
million , respectively, of interest expense wasrded related to the note payable.

The note may be repaid, without penalty, at angtim the second quarter of 2011, we and EMC antkbadd restated the note to extend
the maturity date of the note to April 16, 2015 amdnodify the principal amount of the note to eefithe outstanding balance of $450.0
million . The amended agreement continues to beantarest rate of the 90 -day LIBOR plus 55 basisits, with interest payable quarterly in
arrears. The interest rate on the note resetsaglyasind is determined on the two business days fwithe first day of each fiscal quarter. If the
interest rate on the note payable were to chan@éasis points from the March 31, 2013 rate, asdragng no additional repayments on the
principal were made, our annual interest expensddwchange by $4.5 million.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by the Exglahct, under the supervision and with the paréitigm of our principal executive
officer and principal financial officer, of the efftiveness of the design and operation of ouralsek controls and procedures, as defined in
Rule 13a-15(e) of the Exchange Act, as of the drileoperiod covered by this report. Based onelimuation, our principal executive officer
and principal financial officer concluded that,cighe end of the period covered by this report,disclosure controls and procedures were
effective to provide reasonable assurance thatrirdon required to be disclosed by us in the respibiat we file or submit under the Exchange
Act is recorded, processed, summarized and repaitbdh the time periods specified in the Secusitiend Exchange Commission’s rules and
forms and
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to provide reasonable assurance that such infooméiaccumulated and communicated to our manadeimeluding our principal executive
officer and principal financial officer, as apprigte to allow timely decisions regarding requirésctbsures.

Changes in Internal Controls Over Financial Reporthg

There were no changes in our internal control éwancial reporting during the most recent fiscahger ended March 31, 2013 that
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

Limitations on Controls

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

ITEM 1. LEGAL PROCEEDINGS

See Note L to the consolidated financial statemienart |, Item 1 of this Quarterly Report on Fat+Q for a description of legal
proceedings. See also the risk factor entitled filégy become involved in litigation that may adveysafect us” in Part Il, Item 1A of this
Quarterly Report on Form 10-Q for a discussionaitptial risks to our results of operations anaficial condition that may arise from legal
proceedings.

ITEM 1A. RISK FACTORS

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

Risks Related to Our Business

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

Our products and services are based on computaahaation and related technologies that have ariignbeen used for virtualizing on-
premises data centers. As the market for data ceintealization has matured, we have increasimijfgcted our product development and
marketing toward products and services that enalBaesses to utilize virtualization as the fourmtafor cloudbased computing, managen
and automation of the delivery of IT resources,-aser computing and Infrastructure as a serviaa@I') offerings including hybrid cloud
services. Our success depends on organizationsushaimers perceiving technological and operatibeakfits and cost savings associated
the increasing adoption of virtualization-basedasfructure and management solutions for cloud coimg, hybrid cloud services and ender
computing. As the market for our data center virmadéion products mature and the scale of our lassnncreases, it may be difficult to
maintain previous rates of growth in our produd¢sand we expect our annual revenue growth ra28113 to decline from the growth rate of
22% experienced in 2012. In addition, to the exteat our newer cloud computing infrastructure ng@maent and automation, or software-
defined data center (“SDDC"), solutions, end-usenputing, and hybrid cloud solutions are adoptedenstowly or less comprehensively than
we expect, our revenue growth rates may slow nalgior our revenue may decline substantially.

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

In fiscal year 2012, approximately 90% of our lisemevenues were from our cloud infrastructureraadagement solutions with the
balance from our other solutions. Although we amunti to develop other applications for our virtuatiian technology such as our end-user
computing products, we expect that our data cesitieralization products and related enhancemendsugigrades will constitute a majority of
our revenue for the foreseeable future. Declingsvamiability in demand for our data center virtaation products could occur as a result of:

e improved products or product versions being offdrgadompetitors in our marke
e competitive pricing pressurt
« failure to release new or enhanced versions oflata center virtualization products on a timelyifas at all

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

» general economic conditiol

Also, as more and more businesses achieve thelazdtion of their data centers and other IT fumesi, the market for our VMware
vSphere product line may become saturated. If Weédféntroduce compelling new features in futurguades to our VMware vSphere product
line, develop new applications for our virtualizatitechnology or provide product suites based erMiliware vSphere platform that address
customer requirements for integration, automatiwh management of their IT systems, demand for VMw&phere may decline.

Due to our product concentration, our businessnfiial condition, results of operations, and césid would therefore be adversely
affected by a decline in demand for our data cevitaralization products.
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Additionally, in connection with the announcemeaniiugust 2012 of our latest product suite centeqaoh vSphere, we announced the
elimination of the virtualization-based entitlemémiuuse vSphere that was based upon virtual memomRAM. We had introduced the
VRAM-based entitlement with the release of our pviersion of vSphere in the third quarter of 2011 &diminated the entitlement in the third
quarter of 2012. Instead, when sold on a perpé&iasis, vSphere will continue to license on a peegssor basis but without core, vRAM or
number of virtual machine limits. Although we curtly do not expect the elimination of the vRAM ¢letinent to have a material impact upon
our revenues, there can be no assurance that evéntuture periods will not be materially and exbely affected due to the elimination of the
VRAM-based entitlement.

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

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

VMware’s strategy for the data center is to delither software-defined data center. In 2010, wevthiced the first of our vCenter and
vCloud products, which we combined in 2011 with e8hield security product line to create our newudl Infrastructure and Management
(“CIM") Suite offering. In 2012, we delivered the vCloudt§uwvhich delivers a comprehensive suite for cloathputing in a single SKU wil
simplified licensing.

In 2012, we acquired two companies that furtherdtiwdre’s SDDC strategy; we acquired Dynamic Ops;avider of cloud automation
solutions that enable provisioning and managemelit services across heterogeneous environmentisNaira, a developer of software-
defined networking and a leader in network virtzaion for open source initiatives. In 2013, weldced Virsto Software, a developer of
software that optimizes storage performance aridation in virtual environments.

We also continue to expand and enhance our endzasgyuting offerings, such as VMware View, and Hon Suite, a solution that
provides end users with a single place to get adeetheir apps, data and desktops and give Iiglesmanagement console to manage
entitlements, policies and security. In 2012, wemacquired Wanova, a leading provider of intefitggesktop solutions that centralize and
simplify the management of physical desktop imageie enabling users to take advantage of the agtarformance of a PC.

In first quarter of 2013, we announced plans tcettgy a hybrid cloud solely developed by VMware.sTtloud will be developed and
managed by internal VMware employees and hostealthyrd party. The target market for the hybriduclavill initially be current VMware
customers that have the desire to use an outsouecsin of the cloud in a controlled and trustezhmer.

The expansion of our offerings to deliver the SD&@ address IT management and automation and hslbtid offerings subjects us to
additional risks, such as the following:

* These initiatives may present new and diffitetthnological challenges. Significant investmenitslve required to acquire and
develop solutions to those challenges. End useyscmaose not to adopt our new product or serviteriogs and we may be unable
recoup or realize a reasonable return on our invests.

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

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

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

» Ourincreasing focus on developing and markeffingmanagement and automation and laaS (includifigvare-defined networking),
offerings that enable customers to transform thesystems will require a greater focus on marlgetind selling product suites and
more holistic solutions, rather than selling orredoict-by-product basis. Consequently, we will needevelop new strategies for
marketing and selling our offerings, our customerg’chasing decisions may become more complexemdre additional levels of
approval and the duration of sales cycles for di@rimgs may increase.
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*  We will need to develop appropriate pricing &eges for our new product initiatives. For examiléas frequently been challenging
for software companies to derive significant revestreams from open source projects, such asreftaur offerings. Additionally,
in some cases our new product initiatives are pegdd on converting free and trial users to pagimgomers of the premium tiers of
these services, and therefore we must maintaifffigzisnt conversion ratio for such services to befipable. Also, certain of our new
product initiatives have a subscription model. Waymot be able to accurately predict subscripterewal rates or their impact on
results, and because revenue is recognized faseyuices over the term of the subscription, dowrgwr upturns in sales may not be
immediately reflected in our results.

» The hybrid cloud initiative will be dependent the final development and implementation of thferfig along with appropriate go to
market strategies. Currently, our field sales domarket this type of offering. The hybrid cloudtiative will represent a shift in sales
motion that may not prove successful. Further,fanys on this market from the existing sales teaay neduce time spent on selling
the existing product portfolio that may have a mataegative impact on revenues.

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

e The cloud computing and virtualized end-user poting markets are in early stages of developn@titer companies seeking to enter
and develop competing standards for the cloud cémgpmarket, such as Microsoft, IBM, Oracle, Googltel Amazon, and the end-
user computing market, such as Citrix and Micrqgudie introduced or are likely to introduce thaim initiatives that may compete
with or not be compatible with our cloud and enéfusomputing initiatives which could limit the degrto which other vendors
develop products and services around our offeramgsend users adopt our platforms.

« Emerging IT sectors, such as those within l@& frequently subject to a “first mover” effectrpuant to which certain product
offerings can rapidly capture a significant portafrmarket share and developer attention. Therefbcempetitive product offerings
in these sectors gain broad adoption before aunsay be difficult for us to displace such offersnggardless of the comparative
technical merit, efficacy or cost of our products.

Additionally, our newer initiatives may be less fitable than those we have achieved in the marketsurrently serve, and we may not be
successful enough in these newer activities tougoar investments in them. If any of these riskesento occur, it could damage our reputa
limit our growth and negatively affect our opergtiresults.

Ongoing uncertainty regarding global economic cotidns and the stability of regional financial marke may reduce information
technology spending below current expectations dhdrefore adversely impact our revenues, impede-aadr adoption of new products al
product upgrades and adversely impact our competitposition.

Our business depends on the overall demand fomation technology and on the economic health ofcowrent and prospective
customers. The purchase of our products is oftecretionary and may involve a significant committnagincapital and other resources. Weak
economic conditions or significant uncertainty nelijag the stability of financial markets could adsaly impact our business, financial
condition and results of operations in a numbexays, including by lengthening sales cycles, afifigcthe size of enterprise license agreerr
(“ELAS") that customers will commit to, reducingettevel of our non-ELA transactional sales, lowgnamices for our products and services,
reducing unit sales and reducing the rate of adopif our products by new customers and the witiegs of current customers to purchase
upgrades to our existing products. The ongoing ige debt crisis in Europe threatens to suppressatid and our customers’ access to cred
in that region, which is an important market for puwducts and services. Additionally, in respotssustained economic uncertainty, many
national and local governments that are curreprespective customers for our products and seryvinekiding the U.S. federal government,
have also made, or announced plans to make, signifspending cutbacks which could reduce the atrafugovernment spending on IT and
the potential demand for our products and services the government sector.

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

In addition, although we plan to continue makinmgtggic investments in our business, many of oorpeditors have significantly greater
financial, technical and other resources than weadd if the economic recovery is anemic or notasnsd, they may be better positioned to
continue investment in competitive technologies.
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If we are unable to successfully implement our plémstreamline our operations, our business outloaid financial results could b
adversely affected.

In January 2013, in order to enable us to focushasiness on the most compelling strategic areaspproved, subject to compliance v
all applicable legal obligations, a plan to strdambur operations. The plan includes the elimaratf approximately 800 positions and
personnel and a planned exit of certain lines afriess and consolidation of facilities. Any sucbgmsals in countries outside the United St
are subject to a review of efficiency, resourced performance. The plan is expected to be complggatie end of 2013. Finalization of the
plan will be subject to local information and coltation processes with employee representativesqifiired by law.

The changes to our business may be disruptivewantiay not be able to realize the market oppoigmihat we believe are available to
us in the areas of our strategic focus. Additignalle may not be able to achieve the cost savirgpnaject from this plan. Because the details
of our facilities consolidation and divestitures aot yet final, the total amount expected to leaiired in connection with our plan may not be
achieved and its timing may be delayed. If we arable to achieve our plan when planned, the tirirtfpe costs and charges associated with
the plan may be delayed or not fully achieved. &t from certain lines of business could have gatiee impact on sales and marketing
strategies and reduce our future revenues andapianjs and the costs of implementing the plan mayeigh the commensurate benefits.
Accordingly, our activities to streamline our op@as, including any related charges and the impétie related headcount reductions, could
have a material adverse effect on our businessatipg results, and financial condition.

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

The virtualization, cloud computing, and end-usenputing markets are inter-related and rapidly @ngl. We experienced increased
competition during 2012 and expect it to remaiemse in 2013. For example, Microsoft continues ékenncremental improvements to its
virtual infrastructure and virtual management prduln September 2012, Microsoft began shippingdbfivs Server 2012, which includes a
more advanced version of its Hyper-V virtualizatfmoduct, which continues its push into the virizetion market, and more recently,
Microsoft released System Center 2012, its bunfifeanagement products targeted at legacy and Vetuaronments. Microsoft also has
cloud-based computing offerings and recently annedrinfrastructure as a service (“laaS")-like calit#s for Windows Azure. We also face
competition from other companies that have annadiaceumber of new product initiatives, allianced aonsolidation efforts. For example,
Citrix Systems continues to enhance its end-usaisarnver virtualization offerings and now has arihypervisor in the market. IBM, Google
and Amazon have existing cloud computing offeriagd announced new cloud computing initiatives. Ratlhas released commercial
versions of Linux that have virtualization capai#k as part of the Linux kernel (“*KVM”) and hasalannounced plans for cloud computing
products. Other companies have indicated theintige to expand offerings of virtual management elodid computing solutions as well.
Additionally, our vision for hybrid cloud computirig which enterprises pool internal and externatd3ources running on a common vSphere
infrastructure competes with low-cost public clonftastructure offerings such as Amazon EC2 andgBoGompute Engine. Enterprises and
service providers have also shown significant egem building their own clouds based on open@®projects such as OpenStack.

We believe that the key competitive factors invhrualization and cloud computing markets include:
» the level of reliability, security and new functadity of product offerings
» the ability to provide comprehensive solutionsjuding management and security capabili

» the ability to offer products that support mpii hardware platforms, operating systems, apjdicatand application development
frameworks;

» the ability to deliver an intuitive end-user exigence for accessing data, applications and ses¥fom a wide variety of end-user
devices;

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

» the proven track record of formulating and delimgra roadmap of virtualization and cloud computiagabilities
e pricing of products, individually and in bundl

« the ability to attract and preserve a large instabbase of custome

e pricing of products, individually and in bundl

« the ability to attract and preserve a large nunatb@pplication developers to develop to a giverudlecosyster

« the ability to create and maintain partneringanunities with hardware vendors, infrastructuwéhgare vendors and cloud service
providers;
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» the ability to develop robust indirect sales chasirenc
« the ability to attract and retain cloud, virtuatioa and systems experts as key emplo

Existing and future competitors may introduce piidin the same markets we serve or intend to sangecompeting products may have
better performance, lower prices, better functibypand broader acceptance than our products. G@upetitors may also add features to their
virtualization, end-user and cloud computing prdadwsimilar to features that presently differentiate product offerings from theirs. Many of
our current or potential competitors also have &rgperating histories, greater name recognitengdr customer bases and significantly
greater financial, technical, sales, marketing @ther resources than we do. This competition coesdlt in increased pricing pressure and :
and marketing expenses, thereby materially redusimgperating margins, and could harm our abibtincrease, or cause us to lose, market
share. Increased competition also may preventoms éntering into or renewing service contractsesms similar to those that we currently
offer and may cause the length of our sales cyciedrease. Some of our competitors and potentiapetitors supply a wide variety of
products to, and have well-established relatiorsshih, our current and prospective end usersekample, small to medium sized businesse:
and companies in emerging markets that are evafu#ie adoption of virtualization-based technolegiad solutions may be inclined to
consider Microsoft solutions because of their éxisuse of Windows and Office products. Some o$¢heompetitors have in the past and may
in the future take advantage of their existingtiefeships to engage in business practices that makproducts less attractive to our end users
Other competitors have limited or denied suppartfieir applications running in VMware virtualizati environments. These distribution,
licensing and support restrictions, as well as oflusiness practices that may be adopted in theeity our competitors, could materially
impact our prospects regardless of the merits ppoaducts. In addition, competitors with existirdationships with our current or prospective
end users could in the future integrate competitaeabilities into their existing products and m#kem available without additional charge.
For example, Oracle provides free server virtusilirasoftware intended to support Oracle and @oacle applications, and Microsoft offers
own server virtualization software packaged wighWindows Server product and offers built-in vitiz@tion in the client version of Windows.
As a result, existing VMware customers may eleatde products that are perceived to be “free” erydow cost” instead of purchasing
VMware products and services for certain applicatiohere they do not believe that more advancedamngst capabilities are required.
Competitors may also leverage open source techigslog offer zero or low cost products capableuwdfipg pricing pressure on our own
product offerings. By engaging in such businesstfiras, our competitors can diminish competitiveaadages we may possess by
incentivizing end users to choose products th&t $aene of the technical advantages of our own ioifist Even if customers find our products
to be technically superior, they may choose to esnpl‘multiple-vendor’ strategy, regardless of teehnical merits of VMware’s products,
where they purposely deploy multiple vendors inrteavironment in order to prevent any one vendomf gaining too much control over their
IT operations.

We also face potential competition from our parsn&ior example, third parties currently selling ptoducts could build and market their
own competing products and services or market ctimpproducts and services of third parties. Ifave unable to compete effectively, our
growth and our ability to sell products at profimmargins could be materially and adversely afféct

Industry alliances or consolidation may result im¢reased competitior

Some of our competitors have made acquisitionseaered into or extended partnerships or othetegfi@relationships to offer more
comprehensive virtualization and cloud computinigithons than they individually had offered. In 20Ttrix Systems continued to invest in
desktop virtualization marketing by continuingdtese collaboration with Microsoft and acquired Hergplayers like Zenprise and Virtual
Computer. Moreover, information technology comparaiee increasingly seeking to deliver top-to-bottdnsolutions to end users that
combine enterprise-level hardware and softwaretisolsi to provide an alternative to our virtualipatiplatform. For example, in 2011, Oracle
brought to market integrated hardware and softwahetions that utilized technologies from its 2@k@uisition of Sun Microsystems, and
Microsoft and Hewlett-Packard continued their dofieation based on Microsoft’s cloud computing amtlalization platforms. In 2011, Citrix
announced its acquisition of Cloud.com, which affan 1aaS cloud services solution, and Red Hatroged to invest in the Open Virtualizat
Alliance (“OVA”) to bolster KVM as a direct compédr to VMware vSphere. In 2012, Dell acquired W¥sehnologies to bolster its ability to
serve the “cloud client” market and Quest to enhatemanagement and automation solutions. Softdefieed networking is a new frontier,
and many companies are active in this space. Fmple, in 2012, Cisco acquired Cariden and Megaid, Juniper acquired Contrail Systems.
In February 2013, Microsoft committed to particgpat the proposed leveraged buyout of Dell. We ekfieese trends to continue as compe
attempt to strengthen or maintain their markettposs in the evolving virtualization infrastructuaed enterprise IT solutions industry. Man'
the companies driving this trend have significagtigater financial, technical and other resourkan tve do and may be better positioned to
acquire and offer complementary products and tdolgies. The companies and alliances resulting filoese possible combinations may cr
more compelling product offerings and be able ferafreater pricing flexibility than we can or meggage in business practices that make it
more difficult for us to compete effectively, inding on the basis of price, sales and marketingnaras (such as providing greater incentives
to our channel partners to sell a competitor's podyd
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technology or product functionality. This competiticould result in a substantial loss of custoroeis reduction in our revenues.

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

The markets for our software solutions are charaet@ by rapid technological changes, changingarust needs, frequent new software
product introductions and evolving industry staiidaiThe introduction of thirgarty solutions embodying new technologies andethergenc
of new industry standards could make our existimg) fature software solutions obsolete and unmablket&loud computing is proving to be a
disruptive technology that will alter the way thhatsinesses consume, manage and provide physicasdélirces, applications, data and IT
services. We may not be able to develop updatedijte that keep pace with technological developmantl emerging industry standards anc
that address the increasingly sophisticated nekdsraustomers or that interoperate with new ataipd operating systems and hardware
devices or certify our products to work with thegstems and devices. As a result, we may not leetatzsiccurately predict the lifecycle of our
software solutions, and they may become obsoldtad®e receive the amount of revenues that weipate from them. There is no assura
that any of our new offerings would be acceptethenmarketplace. Significant reductions in senadated costs or the rise of more efficient
infrastructure management software could also afemand for our software solutions. As hardwaiek @rocessors become more powerful,
we will have to adapt our product and service affgs to take advantage of the increased capabilitier example, while the introduction of
more powerful servers presents an opportunity $otouprovide better products for our customersptigration of servers to microprocessors
with an increasing number of multiple cores aldoves an end user with a given number of licensedesoof our software to multiply the
number of virtualization machines run per serveksdwithout having to purchase additional licerfsem us. If we are unable to revise our
solutions and offerings in response to new tectgiodd developments, our ability to retain or in@eanarket share and revenues in the
virtualization software market could be materiatjversely affected.

Our operating results may fluctuate significantlyvhich makes our future results difficult to predi@nd may result in our operating results
falling below expectations or our guidance, whiclould cause the price of our Class A common stockl&zline.

Our operating results may fluctuate due to a waétactors, many of which are outside of our cohtAs a result, comparing our
operating results on a period-to-period basis nyr meaningful. Our past results should not bed@pon as an indication of our future
performance. In addition, a significant portionooir quarterly sales typically occurs during the fasnth of the quarter, which we believe
generally reflects customer buying patterns foegartse technology. As a result, our quarterly apieg results are difficult to predict even in
the near term. If our revenues or operating resaltbelow the expectations of investors or sa@sianalysts or below any guidance we may
provide to the market, the price of our Class A nwn stock would likely decline substantially.

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

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

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

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

« the sale of our products in the time frames wecgrdte, including the number and size of ordersaich quarte

e our ability to develop, introduce and ship itiraely manner new products and product enhancentleatsneet customer demand,
certification requirements and technical requiretsen

« the introduction of new pricing and packaging medel our product offering
» the timing of the announcement or release of ugggad new products by us or by our competi

e our ability to maintain scalable internal systemsreporting, order processing, license fulfilmgmtoduct delivery, purchasing, billii
and general accounting, among other functions;

e our ability to control costs, including our opengtiexpense
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» changes to our effective tax r

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

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

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

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

» unplanned events that could affect market péiwepf the quality or coséffectiveness of our products and solutions;
» the recoverability of benefits from goodwill andqa@red intangible assets and the potential impaitroéthese asse
Our current research and development efforts mayt pooduce significant revenues for several yearfsati all.

Developing our products is expensive. Our investireresearch and development may not result irketable products or may result in
products that take longer to generate revenuasagrgenerate less revenues, than we anticipatere®earch and development expenses wer:
over 20% of our total revenues in the first threenths of 2013 and in the fiscal year 2012, respelsti Our future plans include significant
investments in software research and developmehtedated product opportunities. We believe thaimuest continue to dedicate a significant
amount of resources to our research and developafifants to maintain our competitive position. Hoxge, we may not receive significant
revenues from these investments for several ydasall.

We rely upon a two-tier selling strategy, which magt succeed in driving long-term sales and revergrewth.
We sell our products and services through two piymaeans, which we refer to as our ELA and our Bh#, or transactional, sales.

ELAs are comprehensive long-term license agreentikatgrovide for multi-year maintenance and suppod constitute one-quarter to
onethird of our overall sales. These are generallgdasize transactions, typically driven by our dirgales force and are primarily attractiv
our larger enterprise customers.

Transactional sales, in contrast, tend to be smiallscope, shorter in duration with a standard-yge& maintenance term, and are
principally driven by our sales channel partnetseyl represent two-thirds to three-quarters of sarall sales.

During 2012, we expanded the sales of productsustech as our vCloud suite, that integrate advhrm@anagement and automation
features with our vSphere cloud infrastructurefptat and which are primarily sold through ELAs. \Waieve that ELAS help us grow our
business by building long-term relationships withr enterprise customers.

In 2012, our overall sales growth rate declined parad to 2011, with the growth rate in transactieates lower than the growth rate in
ELAs. In 2013, we intend to focus our selling andrketing efforts to improve the growth rate of tnansactional business. As we develop an
add new product capabilities to our higher-end pob@fferings, our strategy is also to increasevillae of the products sold through
the transactional business by enhancing prodaturfes and capabilities. We believe that thisetpatan increase sales volumes in our
transactional business and help attract new custoto@ur product ecosystem.

However, if our overall selling strategy is not sessful, our growth rates may decline further, amdbusiness, financial condition and
results of operations could be materially adverséfgcted.

Our sales cycles can be long and unpredictable, eales 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
quarter, which may cause our operating results todtuate significantly.

The timing of our revenues is difficult to predi€ur sales efforts involve educating our custonadiut the use and benefit of our
products, including their technical capabilitiestgntial cost savings to an organization and adges compared to lowepst products offere
by our competitors. Customers typically undertalsggaificant evaluation process that has in the pEsilted in a lengthy sales cycle which
typically lasts several months, and may last a gedonger. We spend substantial time, effort arwhay on our sales efforts without any
assurance that our efforts will produce any safeaddition, product purchases are frequently sstligebudget constraints, multiple approvals,
and unplanned administrative, processing and atblarys. Moreover, the greater number of competiiternatives, as well as announcement:
by our

42




Table of Contents

competitors that they intend to introduce compstitilternatives at some point in the future, cagtleen customer procurement cycles, cause
us to spend additional time and resources to edwrat users on the advantages of our product mfeand delay product sales. Economic
downturns and uncertainty can also cause custoimerdd layers to their internal purchase approvatgsses, adding further time to a sales
cycle. These factors can have a particular impacdhe timing and length of our ELA sales cycles.

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

» the tendency of customers to wait until late iruanter to commit to a purchase in the hope of abigimore favorable pricin

» the fourth quarter influence of customers spegdheir remaining capital budget authorizatiompto new budget constraints in the
first nine months of the following year; and

« seasonal influences, such as holiday or vacaticogs

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

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

Our success depends largely upon the continueétssref our existing management. We are also satisig dependent on the continued
service of our key development personnel for produwvation and timely development and deliveryipgrades and enhancements to our
existing products. The market for expert softwageadopers upon whom we rely has become increasaughpetitive. We generally do not
have employment or non-compete agreements witlexigting management or development personnel,thatgfore, they could terminate
their employment with us at any time without peyalbd could pursue employment opportunities with @inour competitors. Changes to
management and key employees can also lead taadditinplanned losses of key employees. The Ibkeyoemployees could seriously harm
our ability to release new products on a timelyidaad could significantly help our competitors.

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

To execute on our strategy, we must continue tactand retain highly qualified personnel. Contpeiifor these personnel is intense,
especially for senior sales executives and engineith high levels of experience in designing ardadoping software. We may not be
successful in attracting and retaining qualifiedspanel. We have from time to time in the past epeed, and we expect to continue to
experience in the future, difficulty in hiring anetaining highly skilled employees with approprigtelifications. Many of the companies with
which we compete for experienced personnel havatgreesources than we have. R&D personnel areagigessively recruited by startup ¢
emerging growth companies, which are especialliy@@ many of the technical areas and geogramgmns in which we conduct product
development. In addition, in making employment diecis, particularly in the high-technology indusinb candidates often consider the value
of the stock-based compensation they are to redeiwennection with their employment. Declineshe t/alue of our stock could adversely
affect our ability to attract or retain key emplegeand result in increased employee compensatimnses. Additionally, the plan to stream!
our operations that we announced in January 2048l ¢t@mve a negative impact on employee morale aaicerit more difficult for us to retain
and attract personnel. If we fail to attract newspanel or fail to retain and motivate our curngetsonnel, our business and future growth
prospects could be severely harmed.

Our success depends upon our ability to develop peaducts and services, integrate acquired produatsl services and enhance our
existing products and services and develop appratgribusiness and pricing models.

If we are unable to develop new products and sesyititegrate acquired products and services, egtamd improve our products and
support services in a timely manner, or positioprice our products and services to meet markeaddncustomers may not buy new softwar:
licenses from us, update to new versions of ounsoe or renew product support. In addition, infation technology standards from both
consortia and formal standards-setting forums dsasale facto marketplace standards are rapidijveng. We cannot provide any assurance
that the standards on which we choose to develappneducts will allow us to compete effectively tmusiness opportunities in emerging ai
such as cloud computing.
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New product development and introduction involvesgaificant commitment of time and resources ansuibject to a number of risks and
challenges including:

* managing the length of the development cyclenew products and product enhancements, whichregadntly been longer than we
originally expected;

e managing customergansitions to new products, which can result ilgein their purchasing decisio
« adapting to emerging and evolving industry stanslarttl to technological developments by our congrsténd custome
e entering into new or unproven markets with whichhaee limited experienc

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

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

In addition, if we cannot adapt our business motteleep pace with industry trends, our revenuedddoe negatively impacted. For
example, if we increase our adoption of subscnipbased pricing models for our products, we malytéeset pricing at levels appropriate to
maintain our revenue streams or our customers magse to deploy products from our competitors they believe are priced more favorably.
Additionally, we may fail to accurately predict Sabiption renewal rates or their impact on results] because revenue from subscriptions is
recognized for our services over the term of tHesstiption, downturns or upturns in sales may moinbmediately reflected in our results. As
we offer more products that depend on convertirggausf free services to users of premium servioésas such services grow in size, our
ability to maintain or improve and to predict corsien rates will become more important.

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

We increasingly depend upon our IT systems to condttually all of our business operations, rargfrom our internal operations and
product development activities to our marketing aalkbs efforts and communications with our custemaed business partners. Unauthorized
parties have attempted to penetrate our networkrisg@nd our website. Such cyberattacks threaienisappropriate our proprietary
information and cause interruptions of our IT seegi Because the techniques used by unauthorizednseto access or sabotage networks
change frequently and may not be recognized wit¢hed against a target, we may be unable tamaticthese techniques. In addition,
sophisticated hardware and operating system saftesad applications that we produce or procure filund parties may contain defects in
design or manufacture, including “bugs” and oth@dpems, that could unexpectedly interfere withdperation of the system. We have also
outsourced a number of our business functionsitd ffarty contractors, and our business operatidg® depend, in part, on the success of oul
contractors’ own cybersecurity measures. Similaxg,rely upon distributors, resellers, system vesdmd systems integrators to sell our
products and our sales operations depend, ingrathe reliability of their cybersecurity measur&dditionally, we depend upon our employ
to appropriately handle confidential data and dgplar IT resources in safe and secure fashiondibas not expose our network systems to
security breaches and the loss of data. Accordjnfghur cybersecurity systems and those of outraators fail to protect against unauthorized
access, sophisticated cyberattacks and the mishgrafldata by our employees and contractors, bilityato conduct our business effectively
could be damaged in a number of ways, including:

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

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

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

» defects and security vulnerabilities could bpleited or introduced into our software produchgreby damaging the reputation and
perceived reliability and security of our produatsl potentially making the data systems of ouratusts vulnerable to further data
loss and cyberincidents; and

» personally identifiable data of our customers, empés and business partners could be stolen ¢

Should any of the above events occur, we couldubgest to significant claims for liability from owustomers, regulatory actions from
governmental agencies, our ability to protect atellectual property rights could be compromised aur reputation and competitive position
could be significantly harmed. Also, the regulatand contractual actions, litigations,
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investigations, fines, penalties and liabilitieltieg to data breaches that result in losses afgmally identifiable or credit card information of
users of our services can be significant in terfrfines and reputational impact and necessitategémto our business operations that may be
disruptive to us. Additionally, we could incur sificant costs in order to upgrade our cyberseciaytstems and remediate damages.
Consequently, our financial performance and regiltgperations could be adversely affected.

Our products are highly technical and may contaimnrers, defects or security vulnerabilities which alal cause harm to our reputation and
adversely affect our business.

Our products are highly technical and complex aviten deployed, have contained and may containgmiefects or security
vulnerabilities. Some errors in our products maly dxe discovered after a product has been instalfeHused by customers. Any errors, def
or security vulnerabilities discovered in our protduafter commercial release could result in lds®wenues or delay in revenue recognition,
loss of customers and increased service and wgreast, any of which could adversely affect ouribess, financial condition and results of
operations. Undiscovered vulnerabilities in ourdurats could expose them to hackers or other unstoug third parties who develop and
deploy viruses, worms, and other malicious softwaograms that could attack our products. In thet,pdMware has been made aware of
public postings by hackers of portions of our sewode. It is possible that the released source codld expose unknown security
vulnerabilities in our products that could be exjgid by hackers or others. Actual or perceived sgcuulnerabilities in our products could
harm our reputation and lead some customers tonrpteducts, to reduce or delay future purchasesercompetitive products. End users,
rely on our products and services for the interapiity of enterprise servers and applications #ratcritical to their information systems, may
have a greater sensitivity to product errors amdisty vulnerabilities than customers for softwareducts generally. Any security breaches
could lead to interruptions, delays and data logsspotection concerns. In addition, we could feleéms for product liability, tort or breach of
warranty, including claims relating to changestio products made by our channel partners. Our aotstwith customers contain provisions
relating to warranty disclaimers and liability lit@iions, which may not be upheld and customerschadnel partners may seek indemnifica
from us for their losses and those of their custaimeefending a lawsuit, regardless of its mesiGastly and time-consuming and may divert
management’s attention and adversely affect th&etiarperception of us and our products. In addijtibour business liability insurance
coverage proves inadequate or future coverageaigailable on acceptable terms or at all; our bissinBnancial condition and results of
operations could be adversely impacted.

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

Revenues from customers outside the United Statapiised approximately 52.3% of our total reveringbe first three months ended
2013 and 51.6% in 2012 . We have sales, admiristtaesearch and development and technical supposbnnel in numerous countries
worldwide. We expect to continue to add personmeldditional countries. Additionally, our investmig@ortfolio includes investments in non-
U.S. financial instruments and holdings in non-Uigancial institutions, including European institins. Our international operations subject
us to a variety of risks, including:

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

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

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

» economic or political instability and security cenas in countries that are important to our intéomal sales and operatio

e macroeconomic disruptions, such as monetaryceadit crises, that can threaten the stabilityoofl and regional financial institutions
and decrease the value of our international invests;

» the overlap of different tax structures or charigaaternational tax law
» reduced protection for intellectual property righteluding reduced protection from software piratgome countrie
» difficulties in transferring funds from certain attries; an

« difficulties in maintaining appropriate controldatng to revenue recognition practic
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Additionally, as we continue to expand our busirgebally, we will need to maintain compliance widlgal and regulatory requirements
covering the foreign activities of U.S. corporagpsuch as export control requirements and theigro@orrupt Practices Act, as well as with
local regulatory requirements in n@hS. jurisdictions. Our success will depend, igéapart, on our ability to anticipate and effedivmanage
these and other risks associated with our inteynatioperations. We expect a significant portioowwf growth to occur in foreign countries,
which can add to the difficulties in maintainingegdate management and compliance systems andahtemtrols over financial reporting and
increase challenges in managing an organizatioratipg in various countries.

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

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

Our products interoperate with Windows, Linux arlden operating systems and the hardware devicesroérous manufacturers.
Developing products that interoperate properly megusubstantial partnering, capital investment@mgloyee resources, as well as the
cooperation of the vendors or developers of theaipgy systems and hardware. Operating system artiiMare vendors may not provide us
with early access to their technology and prodwdsist us in these development efforts or shateawisell to us any application programming
interfaces, or APIs, formats, or protocols we maga If they do not provide us with the necessarlyeccess, assistance or proprietary
technology on a timely basis, we may experiencdycbdevelopment delays or be unable to expangmatucts into other areas. To the ex
that software or hardware vendors develop prodhetscompete with ours or those of our controlétgckholder, EMC, they may have an
incentive to withhold their cooperation, declinesttare access or sell to us their proprietary ABttstocols or formats or engage in practices tc
actively limit the functionality, or compatibilitygnd certification of our products. To the extdvdttwe enter into collaborations or joint
development and marketing arrangements with ceht@idware and software vendors, vendors who comyigeour collaborative partners
may similarly choose to limit their cooperation kwits. In addition, hardware or operating systendeesmay fail to certify or support or
continue to certify or support our products forittsystems. If any of the foregoing occurs, ourduat development efforts may be delayed or
foreclosed and our business and results of opesatiay be adversely affected.

We rely on distributors, resellers, system vendamnsl systems integrators to sell our products, anal failure to effectively develop, manage
or prevent disruptions to our distribution channetnd the processes and procedures that support tieeoid cause a reduction in the
number of end users of our products.

Our future success is highly dependent upon maiimgiand increasing the number of our relationshijtlk distributors, resellers, system
vendors and systems integrators. Because we rafystnibutors, resellers, system vendors and systatagrators, we may have little or no
contact with the ultimate users of our productsreéby making it more difficult for us to establistand awareness, ensure proper delivery anc
installation of our products, service ongoing coso requirements, estimate end-user demand andré$p evolving customer needs.

Recruiting and retaining qualified channel partrard training them in the use of our technology pratluct offerings requires significant
time and resources. In order to develop and expandistribution channel, we must continue to expand improve our processes and
procedures that support our channel, includingimugstment in systems and training, and those gesseand procedures may become
increasingly complex and difficult to manage. Timeet and expense required for sales and marketg@narations of our channel partners to
become familiar with our product offerings, incladiour new product developments, may make it miffiewt to introduce those products to
end users and delay end-user adoption of our ptadferings.

We generally do not have long-term contracts orimmimm purchase commitments with our distributorsghers, system vendors and
systems integrators, and our contracts with theaarel partners do not prohibit them from offenmmgducts or services that compete with
ours. Our competitors may be effective in providinmgentives to existing and potential channel parro favor products of our competitors or
to prevent or reduce sales of our products. Cestgstem vendors now offer competing virtualizatiwaducts preinstalled on their server
products. Additionally, our competitors could atfrno require key distributors to enter into exelitg arrangements with them or otherwise
apply their pricing or marketing leverage to dis@me distributors from offering our products. Aatiogly, our channel partners may choose
not to offer our products exclusively or at all.rGailure to maintain and increase the number latti@nships with channel partners would lik
lead to a loss of end users of our products whighlgvresult in us receiving lower revenues from clwginnel partners. Two of our distributors
each accounted for 10% or more of revenues duhiaditst three months of 2013 . Our agreements diitributors are typically terminable by
either party upon 30 to 90 days’ prior written getto the other party, and neither party has afigation to purchase or sell any products
under the agreements. While we believe that we lapkace, or would have in place by the date gf such termination, agreements with
replacement distributors sufficient to maintain cewvenues
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from distribution, if we were to lose the distritort services of a significant distributor, suchsl@®uld have a negative impact on our results c
operations until such time as we arrange to reptlaese distribution services with the servicesxidteng or new distributors.

The concentration of our product sales among a Ited number of distributors and the weakness in dtedarkets increases our potential
credit risk. Additionally, weakness in credit marisecould affect the ability of our distributors, sellers and customers to comply with the
terms of credit we provide in the ordinary courstlusiness. Accordingly, if our distributors, redefs and customers find it difficult to
obtain credit or comply with the terms of their ali obligations, it could cause significant fluctuens or declines in our product revenues.

Two of our distributors each accounted for 10% orerof revenues during the first three months df20We anticipate that sales of our
products to a limited number of distributors witintinue to account for a significant portion of ¢ottal product revenues for the foreseeable
future. The concentration of product sales amomtaitedistributors increases our potential creidiks. For example, approximately 46% of oul
total accounts receivable as of March 31, 2013frgas our three largest distributors. Some of ogtrdhutors may experience financial
difficulties, which could adversely impact our @aition of accounts receivable. One or more of tlésteibutors could delay payments or
default on credit extended to them. Our exposuzddit risks of our distributors may increaseuf distributors and their customers are
adversely affected by global or regional econoroieditions. Additionally, we provide credit to digtntors, resellers, and certain end-user
customers in the normal course of business. Cieditnerally extended to new customers based upoed#t evaluation. Credit is extended to
existing customers based on ongoing credit evanatiprior payment history, and demonstrated fiizdstability. We often allow distributors
and customers to purchase and receive shipmeptedficts in excess of their established credittlikvie are unable to recognize revenue f
such shipments until the collection of those amsingicomes reasonably assured. Any significant deldgfault in the collection of significa
accounts receivable could result in an increased f@r us to obtain working capital from other sms, possibly on worse terms than we coul
have negotiated if we had established such worképital resources prior to such delays or defaAhy. significant default could result in a
negative impact on our results of operations anaydeur ability to recognize revenue.

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

Our revenues and our collection of accounts retdgvanay be adversely impacted as a result of fatmuos in the exchange rates between
the U.S. Dollar and foreign currencies. For exampie have distributors in foreign countries thatyrimacur higher costs in periods when the
value of the U.S. Dollar strengthens against fareigrrencies. One or more of these distributorddcdelay payments or default on credit
extended to them as a result. Any significant delagtefault in the collection of significant accdsineceivable could result in an increased |
for us to obtain working capital from other sourdésve determine that the amount of accounts ked®e to be uncollectible is greater than
estimates, we would recognize an increase in batedgense, which would have a negative impactwresults of operations. In addition, in
periods when the value of the U.S. Dollar strengsh&e may need to offer additional discounts, cedurices or offer other incentives to
mitigate the negative effect on demand.

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

We enter into foreign currency forward contracthi¢olge a portion of our net outstanding monetasgtasand liabilities against moveme
in certain foreign exchange rates. Although we ek gains and losses on our foreign currenaydad contracts to generally offset the
majority of the gains and losses associated withutiderlying foreign-currency denominated asseddiahilities that we hedge, our hedging
transactions may not yield the results we expedti#tonally, we expect to continue to experienceign currency gains and losses in certain
instances where it is not possible or cost effectivhedge our foreign currency exposures.

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

From time to time, we are involved in various legalministrative and regulatory proceedings, clailesnands and investigations relating
to our business, which may include claims with eespo patent, commercial, product liability, empteent, class action, whistleblower and
other matters. From time to time, we receive ingsifrom government entities
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regarding the compliance of our contracting andssplactices with applicable regulations. Suchenattan be time-consuming, divert
management’s attention and resources and causangt significant expenses. While no formal legadceedings that could have a material
impact on our financial condition or results of og@®ns have been taken, there can be no assutfzatcactions will not be taken in the future.
Furthermore, because litigation and the outconregilatory proceedings are inherently unpredictable possible that our business, financial
condition or results of operations could be negdyiaffected by an unfavorable resolution of onenare of such proceedings, claims, dem:
or investigations.

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

Our business is subject to federal, state andriatemal laws and regulations regarding privacy pradection of personal data. We collect
contact and other personal or identifying informatfrom our customers. Additionally, in connectigith some of our new product initiatives,
including the hybrid cloud service offering, ouistamers may use our services to store and proeessral information and other user data.
We post, on our websites, our privacy policies prattices concerning our treatment of personal d&talso often include privacy
commitments in our contracts. Any failure by useonply with our posted privacy policies, other fedestate or international privacy-related
or data protection laws and regulations, or thegay commitments contained in our contracts coedailt in proceedings against us by
governmental entities or others which could haweaterial adverse effect on our business, finarcatition and results of operations. In
addition, the increased attention focused uponliiplissues as a result of lawsuits and legiskjwvoposals could harm our reputation or
otherwise impact the growth of our business.

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

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

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

If we fail to comply with our customer contracts government contracting regulations, our businessuid be adversely affecte

Our contracts with our customers may include unigue specialized performance requirements. Inquaati, our contracts with federal,
state, local and non-U.S. governmental custometoanarrangements with distributors and reseiidrs may sell directly to governmental
customers are subject to various procurement régng contract provisions and other requiremesiggting to their formation, administration
and performance. Any failure by us to comply witbygsions in our customer contracts or any violatixd government contracting regulations
could result in the imposition of various civil andminal penalties, which may include terminatafrcontracts, forfeiture of profits, suspens
of payments and, in the case of our governmentacist, fines and suspension from future governroentracting. Further, any negative
publicity related to our customer contracts or prgceedings surrounding them, regardless of itaracy, may damage our business and affec
our ability to compete for new contracts. From titng¢ime, we receive inquiries from government egiregarding the compliance of our
contracting and sales practices with applicablelegmns. While no formal legal proceedings thatldchave a material impact on our financial
condition or results of operations have been tatteare can be no assurance that actions will ntalen in the future. If our customer contr:
are terminated, if we are suspended from governmuerk or fines or other government sanctions angosed, or if our ability to compete for
new contracts is adversely affected, we could s@fieadverse effect on our business, operatindtsemufinancial condition.

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

We depend on our ability to protect our propriet@ghnology. We rely on trade secret, patent, dghyand trademark laws and
confidentiality agreements with employees and tpadies, all of which offer only limited protectioAs such, despite our efforts, the steps we
have taken to protect our proprietary rights matybh®adequate to preclude misappropriation
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of our proprietary information or infringement aficintellectual property rights, and our abilitygolice such misappropriation or infringement
is uncertain, particularly in countries outsidetted United States. Further, with respect to paights, we do not know whether any of our
pending patent applications will result in the msce of patents or whether the examination progékeequire us to narrow our claims. To the
extent that additional patents are issued frompatent applications, which are not certain, they b contested, circumvented or invalidated
in the future. Moreover, the rights granted under iasued patents may not provide us with proprygpaotection or competitive advantages,
and, as with any technology, competitors may be @btevelop similar or superior technologies to@un now or in the future. In addition,
we rely on confidentiality or license agreementgthird parties in connection with their use of puwoducts and technology. There is ho
guarantee that such parties will abide by the tesfissich agreements or that we will be able to adesy enforce our rights, in part because
rely on “click-wrap” and “shrink-wrap” licenses some instances.

Detecting and protecting against the unauthorizedad our products, technology and proprietarytsdgh expensive, difficult and, in some
cases, impossible. Litigation may be necessarjgarfuture to enforce or defend our intellectualpemty rights, to protect our trade secrets or t
determine the validity and scope of the proprietaghits of others. Such litigation could resulsbstantial costs and diversion of managemer
resources, either of which could harm our busin@sancial condition and results of operations, #mete is no guarantee that we would be
successful. Furthermore, many of our current aridrjial competitors have the ability to dedicatbstantially greater resources to protecting
their technology or intellectual property rightsuttwe do. Accordingly, despite our efforts, we maybe able to prevent third parties from
infringing upon or misappropriating our intellectypaoperty, which could result in a substantiakla$ our market share.

We provide access to our hypervisor and other gel@source code to partners, which creates addaiamsk that our competitors could
develop products that are similar or better thanrsu

Our success and ability to compete depend subalignipon our internally developed technology, whis incorporated in the source code
for our products. We seek to protect the source cddsign code, documentation and other informagtating to our software, under trade
secret and copyright laws. However, we have chts@novide access to our hypervisor and other ssdesource code to several dozen of our
partners for co-development, as well as for opersAlBrmats and protocols. Though we generally mdrccess to our source code and other
intellectual property, and enter into confidentiabir license agreements with such partners, akaselith our employees and consultants, this
combination of procedural and contractual safeguardy be insufficient to protect our trade secaets other rights to our technology. Our
protective measures may be inadequate, espece&ihbuse we may not be able to prevent our partaensloyees or consultants from violating
any agreements or licenses we may have in plaabuging their access granted to our source cogeojar disclosure or use of our source
code could help competitors develop products smidar better than ours.

We are, and may in the future be, subject to claibysothers that we infringe their proprietary tecbtogy which could force us to pay
damages or prevent us from using certain technolagyur products.

Companies in the software and technology industives large numbers of patents, copyrights, tradksjand trade secrets and freque
enter into litigation based on allegations of infigment or other violations of intellectual progeights. This risk may increase as the number
of products and competitors in our market increasesoverlaps occur. In addition, as a well-knomforimation technology company, we face
a higher risk of being the subject of intellectpadperty infringement claims. Any claim of infringent by a third party, even one without
merit, could cause us to incur substantial costsndiing against the claim, and could distract oanagement from our business. Furthermore
a party making such a claim, if successful, coeltlise a judgment that requires us to pay substaaimages. A judgment could also include
an injunction or other court order that could prevwes from offering our products. In addition, weght be required to seek a license for the
of such intellectual property, which may not beikde on commercially reasonable terms or atAdternatively, we may be required to
develop norinfringing technology, which could require signdiat effort and expense and may ultimately not lmeessful. Any of these evel
could seriously harm our business, operating result financial condition. Third parties may alseet infringement claims against our
customers and channel partners. Any of these clatmkl require us to initiate or defend potentigliptracted and costly litigation on their
behalf, regardless of the merits of these clairesabse we generally indemnify our customers andraigartners from claims of infringeme
of proprietary rights of third parties in connectiwith the use of our products. If any of thesénestasucceed, we may be forced to pay damag
on behalf of our customers or channel partnersghvbould negatively affect our results of operation

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

A significant portion of the products, technolog@asservices acquired, licensed, developed or edféry us may incorporate so-called
“open source” software, and we may incorporate gmemce software into other products in the fut@ech open source software is generally
licensed by its authors or other third parties wrageen source licenses, including, for example GhN&J General Public License, the GNU
Lesser General Public License, “Apache-style” |gms) “BSD-style” licenses and other open sourenties. We monitor our use of open
source software in an effort to avoid subjecting ou
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products to conditions we do not intend. Although velieve that we have complied with our obligagionder the various applicable licenses
for open source software that we use, there is bit no legal precedent governing the interpretatif many of the terms of most of these
licenses, and therefore the potential impact af¢tterms on our business is somewhat unknown agdesalt in unanticipated obligations
regarding our products and technologies. For exampd may be subjected to certain conditions, dhinly requirements that we offer our
products that use the open source software foorp that we make available source code for matibos or derivative works we create ba
upon incorporating, using or distributing the ogeurce software and/or that we license such medifins or derivative works under the terms
of the particular open source license. Any of thaséyations could have an adverse impact on defléctual property rights and our ability to
derive revenue from products incorporating the ogmurce software.

If an author or other third party that distribuseeh open source software were to allege that Wwanbaicomplied with the conditions of
one or more of these licenses, we could be reqtirgttur significant legal expenses defending agfasuch allegations. Although we have
received inquiries regarding open source licenseptiance for software used in our products, no farlagal proceedings that would have a
material impact on our results of operations oafficial condition have been filed. However, thene lsa no assurance that actions will not be
taken in the future. If our defenses were not ss&ftd we could be subject to significant damagegined from the distribution of our
products that contained the open source softwateequired to comply with the foregoing conditiomiich could disrupt the distribution and
sale of some of our products. In addition, if wentine our proprietary software with open sourcevearfe in a certain manner, under some
open source licenses we could be required to reldwssource code of our proprietary software, Wwhiuld substantially help our competitors
develop products that are similar to or better thars.

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

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

Several of our product offerings are distributedemopen source licenses. Additionally, in July 20&e acquired Nicira whose expertise
is in software-defined networking and whose priatjgroducts contain some open source softwarew@mgtsolutions that are substantially or
mostly based on open source software subject asitonber of risks and challenges:

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

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

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

» Actions to protect and maintain ownership andtia over our intellectual property could adveysaffect our standing in the open
source community, which in turn could limit our ktigito continue to rely on this community, uponiahwe are dependent, as a
resource to help develop and improve our open sgureducts and services.
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If we are unable to successfully address the ahngdle of integrating offerings based upon open sotgchnology into our business, our
ability to realize revenues from such offeringsl Wwé negatively affected and our development costg increase.

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

We have acquired in the past and plan to acquitieeriuture other businesses, products or techiedogor example, in 2012 we
completed a number of acquisitions, including asitjons of Wanova, Dynamic Ops and Nicira and in2@e completed the acquisition of
Virsto Software. We may not be able to find suiaitquisition candidates, and we may not be aldentplete acquisitions on favorable ter
if at all. If we do complete acquisitions, we mapt oltimately strengthen our competitive positiarachieve our goals, or they may be viewed
negatively by customers, financial markets or inwes

Acquisitions may disrupt our ongoing operationgedi management from day-to-day responsibilitiestéase our expenses and adversel;
impact our business, financial condition and resoftoperations. An acquired business may not eetive expected results. For example, an
acquisition may not further our strategies or resuéxpected benefits, which may include beneétating to enhanced revenues, technology,
human resources, cost savings, operating efficésrmnd other synergies. Acquisitions may reduceasin available for operations, stock
repurchase programs and other uses and could iesultincrease in amortization expense relatédentifiable intangible assets acquired,
potentially dilutive issuances of equity securitieghe incurrence of debt.

Additionally, we have limited historical experiensith the integration of acquired companies. Tteze be no assurance that we will be
able to manage the integration of acquired bus@sesEectively or be able to retain and motivatg xersonnel from these businesses. We ma
also face difficulties due to the lack of experiefirt new markets, products or technologies orrfi@i dependence on unfamiliar supply or
distribution partners. Other risks related to asijjoins include the assumption of the liabilitiddtte acquired business, including litigation-
related liabilities.

If our acquisitions do not meet our expectatiomsf our strategic focus subsequently changes, \ag anoose to abandon certain acquirec
product lines and divest from acquired businedsesexample, in January 2013, we announced a platréamline our operations that inclu
a planned exit of certain lines of business, initigdlideRocket and Shavlik. It is generally difficfor an acquirer to completely recover the
cost of an acquisition which is subsequently diedsAccordingly, divestitures of acquired businesmed products may result in us taking
charges for impairment of assets and goodwill, r@sdlt in cash expenditures in connection with kkeadt reductions.

In addition to the risks commonly encountered mdlequisition of a business as described abovepayealso experience risks relating to
the challenges and costs of closing a transadtoriher, the risks described above may be exaamtlzat a result of managing multiple
acquisitions at the same time. We also seek tastrimebusinesses that offer complementary prodsetsijces or technologies. These
investments are accompanied by risks similar tsg¢tencountered in an acquisition of a business.

If our goodwill or amortizable intangible assets t@me impaired we may be required to record a sigaift charge to earnings

We may not realize all the economic benefit from acguisitions of other companies, which could ltesuan impairment of goodwill or
intangibles. During 2012, our goodwill balance gased by $1.1 billion or 62% as a result of actjoiss made during the year, primarily for
Nicira. Under GAAP, we review our amortizable imérle assets for impairment when events or chamgeiscumstances indicate the carry
value may not be recoverable. We test goodwilifgrairment at least annually. Factors that maydsiclered a change in circumstances,
indicating that the carrying value of our goodwitlamortizable intangible assets may not be reeadley include a decline in stock price and
market capitalization or cash flows, reduced futash flow estimates, and slower growth rates mimdustry. We may be required to record a
significant charge in our financial statements ngithe period in which any impairment of our goddwi amortizable intangible assets is
determined, negatively impacting our results ofrapens.

If we fail to maintain an effective system of inteal controls, we may not be able to accurately repaur 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
Class A common stock.

In order to comply with the requirements of Secd@d of the Sarbanes-Oxley Act of 2002, we needdmtain our processes and system
and adapt them to changes as our business chamfj@seaearrange management responsibilities arrdaaize our business accordingly. We
may seek to automate certain processes to impiftigceracies and better ensure ongoing compliandeshah automation may itself disrupt
existing internal controls and introduce unintendabherability to error or fraud. This continuouspess of maintaining and adapting our
internal controls and complying with Section 40éxpensive and time-consuming, and requires sgfimanagement attention. We cannot
be certain that our internal control measures eafitinue to provide adequate control over our fai@rprocesses and reporting and ensure
compliance with
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Section 404. Furthermore, as our business chamgkeasawe expand through acquisitions of other comegaour internal controls may become
more complex and we will require significantly meoesources to ensure our internal controls ovegatlain effective. Failure to implement
required new or improved controls, or difficultiescountered in their implementation, could harmaperating results or cause us to fail to
meet our reporting obligations. If we or our indegent registered public accounting firm identifyteréal weaknesses, the disclosure of that
fact, even if quickly remedied, could reduce thekatis confidence in our financial statements aathhour stock price. In addition, if we are
unable to continue to comply with Section 404, wom-compliance could subject us to a variety of iaétrative sanctions, including the
suspension or delisting of our Class A common sfomk the New York Stock Exchange and the inabibityegistered broker-dealers to make
a market in our Class A common stock, which coefiuice our stock price.

Problems with our information systems could interéewith our business that could adversely impact aperations.

We rely on our information systems and those afitharties for processing customer orders, delieéyroducts, providing services and
support to our customers, billing and tracking ocustomers, fulfilling contractual obligations artth@wise running our business. Any
disruption in our information systems and thoséhefthird parties upon whom we rely could havegaificant impact on our business. In
addition, we continuously work to enhance our infation systems. The implementation of these typeslsancements is frequently disrupt
to the underlying business of an enterprise, whiely especially be the case for us due to the sideeamplexity of our business. Any
disruptions relating to our systems enhancemeatsicplarly any disruptions impacting our operasiauring the implementation period, could
adversely affect our business in a number of réspEwen if we do not encounter these adversetsffée implementation of these
enhancements may be much more costly than we @attiécl. If we are unable to successfully implemeatinformation systems enhancements
as planned, our financial condition, results ofragiens and cash flows could be negatively impacted

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

As a multinational corporation, we are subjectimoime taxes as well as non-income based taxesasyadyroll, sales, use, value-added,
net worth, property and goods and services tardspth the United States and various foreign juctgzhs. Our domestic and international tax
liabilities are subject to the allocation of reveswand expenses in different jurisdictions andithing of recognizing revenues and expenses.
Additionally, the amount of income taxes paid ibjeat to our interpretation of applicable tax lawshe jurisdictions in which we file and
changes to tax laws. Significant judgment is regpiin determining our worldwide provision for incertaxes and other tax liabilities. From
time to time, we are subject to income and mmome tax audits. While we believe we have conapligth all applicable income tax laws, th
can be no assurance that a governing tax autheititpot have a different interpretation of the land assess us with additional taxes. Should
we be assessed with additional taxes, there caullhaterial adverse effect on our financial caowibr results of operations.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, regulationatesy changing interpretation of existing
laws or regulations, the impact of accounting tock-based compensation, the impact of accountingdisiness combinations, changes in oul
international organization, and changes in ovéeaktls of income before tax. For example, the {e8eral research credit, which provided a
significant reduction in our effective tax ratepe®rd on December 31, 2011. Reinstatement of tie tdderal research credit would have a
favorable effect on our effective tax rate. In JayR2013, the United States Congress retroactimeficted an extension of the federal researct
credit through December 31, 2013. As a resultjmeome tax provision for the first quarter of 20h8ludes an estimated discrete tax benefit
reflecting the full year 2012 federal research itreshd our 2013 annual estimated effective ta& ad$o includes the benefit expected for 2013
Accordingly, our 2013 effective tax rate is expécte be lower than the 2012 effective tax rate.

In addition, in the ordinary course of our globaklness, there are many intercompany transactimhsalculations where the ultimate tax
determination is uncertain. Although we believe thar tax estimates are reasonable, we cannotetizatrthe final determination of tax audits
or tax disputes will not be different from whatéflected in our historical income tax provisiom&laccruals.

Additionally, our rate of taxation in foreign juditions is lower than the U.S. tax rate. Our in&tional income is primarily earned by our
subsidiaries in Ireland, where the statutory td® im12.5%. All income earned abroad, except fevipusly taxed income for U.S. tax
purposes, is considered indefinitely reinvestedunforeign operations and no provision for U.Setahas been provided with respect to such
income. If management determines these overseds are needed for our operations in the U.S., wadMoe required to accrue U.S. taxes or
the related undistributed earnings in the periodagament determines the earnings will no longendefinitely invested outside the U.S. to
repatriate these funds.
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Our business is subject to the risks of earthquakié®, floods and other natural catastrophic evarguch as pandemics, and to interruption
by manmade problems, such as computer viruses, unantitépadisruptions in local infrastructure or terrori®, which could result in delay
or cancellations of customer orders or the deployrhef our products.

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

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

We prepare our consolidated financial statemendés@ordance with accounting principles generalepted in the United States of
America. These principles are subject to interpieteby the SEC and various bodies formed to intdrand create appropriate accounting
principles and guidance. A change in these priesiplr guidance, or in their interpretations, mayeha significant effect on our reported res
and retroactively affect previously reported result

Risks Related to Our Relationship with EMC

As long as EMC controls us, other holders of ourask A common stock will have limited ability to inénce matters requiring stockholde
approval.

As of March 31, 2013 , EMC owned 42,536,000 shafesur Class A common stock and all 300,000,000eshaf our Class B common
stock, representing 80.0% of the total outstanghmgyes of common stock or 97.3% of the voting pavi@utstanding common stock. The
holders of our Class A common stock and our ClassfBmon stock have identical rights, preferencesmivileges except with respect to
voting and conversion rights, the election of dioes, certain actions that require the consenblifdrs of Class B common stock and other
protective provisions as set forth in our certifecaf incorporation. Holders of our Class B comnstock are entitled to 10 votes per share of
Class B common stock on all matters except foethetion of our Group Il directors, in which cabey are entitled to one vote per share, and
the holders of our Class A common stock are edtitbeone vote per share of Class A common stock.hididers of Class B common stock,
voting separately as a class, are entitled to 8@%i of the total number of directors on our baafrdirectors that we would have if there were
no vacancies on our board of directors at the tithese are our Group | directors. Subject to agiytsi of any series of preferred stock to elect
directors, the holders of Class A common stockthecholders of Class B common stock, voting toge#isea single class, are entitled to elect
our remaining directors, which at no time will lzs$ than one director-our Group Il director(s). dxdingly, the holders of our Class B
common stock currently are entitled to elect 8 wf @ directors.

If EMC transfers shares of our Class B common stockny party other than a successor-in-intereatsubsidiary of EMC prior to a
distribution to its stockholders under Section 85%he Internal Revenue Code of 1986, as amend&bgadistribution”), those shares will
automatically convert into Class A common stockdiidnally, if, prior to a 355 distribution, EMC'awnership falls below 20% of the
outstanding shares of our common stock, all outtanshares of Class B common stock will autom#gicanvert to Class A common stock.
Following a 355 distribution, shares of Class B ocwon stock may convert to Class A common stockéhstonversion is approved by
VMware stockholders after the 355 distribution. Borlong as EMC or its successor-in-interest beiadlfy owns shares of our common stock
representing at least a majority of the votes ledtito be cast by the holders of outstanding vosiiogk, EMC will be able to elect all of the
members of our board of directors.

In addition, until such time as EMC or its succesdaeinterest beneficially owns shares of our conmnstock representing less than a
majority of the votes entitled to be cast by th&aos of outstanding voting stock, EMC will have tbility to take stockholder action without
the vote of any other stockholder and without hgtmcall a stockholder meeting, and holders of
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our Class A common stock will not be able to affbet outcome of any stockholder vote during thisqok As a result, EMC will have the
ability to control all matters affecting us, inclag:

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

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

e our acquisition or disposition of ass

e our financing activitie:

« certain changes to our certificate of incorporg

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

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

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

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

» consolidate or merge with any other en

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

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

» dissolve, liquidate or wind us t

» declare dividends on our sto

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

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

If EMC does not provide any requisite consent alfmaus to conduct such activities when requestedywil not be able to conduct such
activities and, as a result, our business and perading results may be harmed. EMC's voting cdranal its additional rights described above
may discourage transactions involving a changeofrol of us, including transactions in which haklef our Class A common stock might
otherwise receive a premium for their shares dvetheneurrent market price. EMC is not prohibited frontling a controlling interest in us
a third party and may do so without the approvahefholders of our Class A common stock and witwaviding for a purchase of any sha
of Class A common stock held by persons other EMIC. Accordingly, shares of Class A common stocky tn@ worth less than they would
if EMC did not maintain voting control over us rfaave the additional rights described above.

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

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

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

EMC and we are both IT infrastructure companiewiging products related to storage management,-bpcklisaster recovery, security,
system management and automation, provisioningeswlrce management. There can be no assurané&Miatvill not engage in increased
competition with us in the future. In addition, tinéellectual property agreement that we
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have entered into with EMC provides EMC the abitd@yuse our source code and intellectual properych, subject to limitations, it may use
to produce certain products that compete with dek&C’s rights in this regard extend to its majorityyned subsidiaries, which could include
joint ventures where EMC holds a majority positaord one or more of our competitors hold minoritgifions.

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

EMC’s competition in certain markets may affect our idity to build and maintain partnerships.

Our existing and potential partner relationshipy ipa affected by our relationship with EMC. We partwith a number of companies that
compete with EMC in certain markets in which EMCtjggpates. EMCS majority ownership in us might affect our abilityeffectively partne
with these companies. These companies may favorampetitors because of our relationship with EMC.

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

Our joint launch of GoPivotal, Inc. (* Pivotal” ) with EMC may not prove successful.

In April 2013, we contributed technology and tramséd employees to Pivotal, a subsidiary of EM@ldished to focus on Big Data and
Cloud Application Platforms. Pivotal is led by P&déritz, its Chief Executive Officer and our form@hief Executive Officer, and includes
most employees and resources formerly working wiliiC’'s Greenplum and Pivotal Labs organizationsl, aur vFabric (including Spring
and Gemfire), Cloud Foundry and Cetas organizatiassvell as related efforts. Pivotal's abilitydperate successfully will require, among
other factors:

» the ability to successfully integrate technologynfrboth us and EMt

» the ability to create offerings for which theresistable demand in the marketplé
» the ability to have an effective go-tearket practice

» the ability to differentiate offerings developedthy initiative from competitor

» the ability to have adequate financial resourcdand its operation

In the event that Pivotal is unable to operate sssitlly, we may be asked to contribute capitadweses to Pivotal or accept dilution in
ownership interest, and we may be unable to realizevalue from the technology and resources tleatawntributed to Pivotal.

In order to preserve the ability for EMC to distnilbe its shares of our Class B common stock on a-free basis, we may be prevented from
pursuing opportunities to raise capital, to effecte acquisitions or to provide equity incentivesaer employees, which could hurt ot
ability to grow.

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

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

Third parties may seek to hold us responsible fdCE liabilities. Under our master transaction agrent with EMC, EMC will
indemnify us for claims and losses relating toiliibs related to EMC’s business and not relatedur business.
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However, if those liabilities are significant an@ ware ultimately held liable for them, we cannotbdain that we will be able to recover the
full amount of our losses from EMC.

Although we have entered into a tax sharing agreerhwith 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 subsidiaries/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 purposesyell as in certain consolidated,
combined or unitary groups that include EMC Corfioraand/or certain of its subsidiaries for statd #cal income tax purposes. Pursuant to
our tax sharing agreement with EMC, we and EMC gdhewill make payments to each other such thath wespect to tax returns for any
taxable period in which we or any of our subsidiarare included in EMC'’s consolidated group for.Jefleral income tax purposes or any
other consolidated, combined or unitary group ofE&EMorporation and/or its subsidiaries, the amofitéxes to be paid by us will be
determined, subject to certain adjustments, agind each of our subsidiaries included in suckadated, combined or unitary group filed
our own consolidated, combined or unitary tax metur

We have been included in the EMC consolidated gfoup).S. federal income tax purposes since ouuiadipn by EMC, and expect to
continue to be included in such consolidated gifouperiods in which EMC owns at least 80% of th&l voting power and value of our
outstanding stock. Each member of a consolidatedpyduring any part of a consolidated return ysdointly and severally liable for tax on
the consolidated return of such year and for abgasguently determined deficiency thereon. Simildriysome jurisdictions, each member of a
consolidated, combined or unitary group for stlateal or foreign income tax purposes is jointly asderally liable for the state, local or
foreign income tax liability of each other membétte consolidated, combined or unitary group. Adagly, for any period in which we are
included in the EMC consolidated group for U.S dfedl income tax purposes or any other consolidat@uhpined or unitary group of EMC
Corporation and/or its subsidiaries, we could hbl& in the event that any income tax liability virsurred, but not discharged, by any other
member of any such group.

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

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

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

» employee retention and recruiti

* business combinations involving

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

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

» the nature, quality and pricing of services EMC agieed to provide us or we have agreed to praei@MC;
« arrangements with third parties that are exclusipt@ EMC;

e arrangements with EMC for collaborative prodoictechnology development, marketing and salesities involving our technology,
employees and other resources;

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

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

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

Our CEO and some of our directors own EMC commonck, restricted shares of EMC common stock or egutvards to acquire EMC
common stock and some of our directors hold managetpositions with EMC, which could cause confliat§ interests that result in our
not acting on opportunities we otherwise may have.

Our CEO and some of our directors own EMC commonksbr equity awards to purchase EMC common stiociddition, some of our
directors are executive officers or directors of ENind EMC, as the sole holder of our Class B comstock, is entitled to elect 8 of our 9
directors. Ownership of EMC common stock, restdatbares of EMC common stock and
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equity awards to purchase EMC common stock by oectbrs and the presence of executive officedirectors of EMC on our board of
directors could create, or appear to create, aisftif interest with respect to matters involvirgghbus and EMC that could have different
implications for EMC than they do for us. Provissaof our certificate of incorporation and the mastansaction agreement between EMC anc
us address corporate opportunities that are predéntour directors or officers that are also doexor officers of EMC. There can be no
assurance that the provisions in our certificatmodrporation or the master transaction agreeméhadequately address potential conflicts of
interest or that potential conflicts of interestlWe resolved in our favor or that we will be abdetake advantage of corporate opportunities
presented to individuals who are officers or divestof both us and EMC. As a result, we may belpded from pursuing certain growth
initiatives.

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

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

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

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

» that a majority of our board of directors consitindependent directo

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

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

» for an annual performance evaluation of the nonmgadnd governance committee and compensation ctie®

While we have voluntarily caused our Compensatiwh @orporate Governance Committee to currentlydmeposed entirely of
independent directors in compliance with the rezients of the New York Stock Exchange, we are emtired to maintain the independent
composition of the committee. As a result of our akthe “controlled company” exemptions, holdersar Class A common stock will not
have the same protection afforded to stockholdecempanies that are subject to all of the New Y8tick Exchange corporate governance
requirements.

Our historical financial information as a majorityewned subsidiary of EMC may not be representatiféhe results of a completely
independent public company.

The financial information covering the periods uméd in this Quarterly Report on Form 10-Q doesweaessarily reflect what our
financial condition, results of operations or clelws would have been had we been a completelypedéent entity during those periods. In
certain geographic regions where we do not hawestablished legal entity, we contract with EMC sdilasies for support services and EMC
personnel who are managed by us. The costs inchyr&MC on our behalf related to these employeegassed on to us and we are charg
mark-up intended to approximate costs that wouldhzeen charged had we contracted for such senwitiesin unrelated third party. These
costs are included as expenses in our consoligégeinents of income. Additionally, we and EMC ayggi intercompany transactions,
including agreements regarding the use of EMC’s@mdntellectual property and real estate, agregseegarding the sale of goods and
services to one another and to Pivotal, and areaggat for EMC to resell our products and servioghird party customers. Accordingly, our
historical financial information is not necessaiilgicative of what our financial condition, resutif operations or cash flows will be in the
future if and when we contract at arm’s length viittiependent third parties for the services we lageived and currently receive from EMC.
In the three months ended March 31, 2013, we razed revenues of $54.9 million and as of MarchZ®1,3 , $179.1 million of revenues
were included in unearned revenues from such tcéiosa with EMC on our financial statements. Foditidnal information, see
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” and our cadatdd financial statements and notes
thereto.
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Risks Related to Owning Our Class A Common Stock
The price of our Class A common stock has fluctuatgubstantially in recent years and may fluctuaighstantially in the future.

The trading price of our Class A common stock hastfiated significantly since our IPO in August Z0Bor example, between
January 1, 2012 and March 31, 2013, the closirdirtgaprice of our Class A common stock was venatitd, ranging between $70.37 and
$114.62 per share. Our trading price could fluesatbstantially in the future due to the factosxdssed in this Risk Factors section and
elsewhere in this Quarterly Report on Form 10-Q.

Substantial amounts of Class A common stock am hyebur employees, EMC and Cisco, and all of tieges of our Class B common
stock, which may be converted to Class A commockstpon request of the holder, are held by EMCr&haf Class A common stock held
EMC (including shares of Class A common stock thight be issued upon the conversion of Class B comstock) are eligible for sale
subject to the volume, manner of sale and othéricgens of Rule 144 of the Securities Act of 1938 amended (the “Securities Act”), which
allows the holder to sell up to the greater of 1w outstanding Class A common stock or our faeek average weekly trading volume
during any threenonth period and following the expiration of theantractual restrictions. Additionally, EMC possEssegistration rights wi
respect to the shares of our common stock thatidtsh If EMC chooses to exercise such rights,ate sf the shares that are registered would
not be subject to the Rule 144 limitations. If gnglicant amount of the shares that become eliditnieesale enter the public trading markets in
a short period of time, the market price of oursSlA common stock may decline.

Additionally, broad market and industry factors nicrease the market price of our Class A comnmkstegardless of our actual
operating performance. The stock market in gerardltechnology companies in particular also hatenagxperienced extreme price and
volume fluctuations. In addition, in the past, éoling periods of volatility in the overall markatcthe market price of a company’s securities,
securities class action litigation has often bewstituted, including against us, and, if not resdigwiftly, can result in substantial costs and a
diversion of management’s attention and resources.

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

The trading market for our Class A common stock kgl influenced by the research and reports ththtstry or securities analysts may
publish about us, our business, our market or ompetitors. If any of the analysts who may covechange their recommendation regarding
our stock adversely, or provide more favorabletidarecommendations about our competitors, owlksprice would likely decline.

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

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

« the division of our board of directors into threlasses, with each class serving for a stagdered-year term, which would prevent
stockholders from electing an entirely new boardiaofctors at any annual meeting;

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

» following a 355 distribution of Class B commdnck by EMC to its stockholders, the restrictioatth beneficial owner of 10% or
more of our Class B common stock may not vote inedaction of directors unless such person or gadap owns at least an
equivalent percentage of Class A common stock taid approval of our board of directors prior ¢gj@iring beneficial ownership of
at least 5% of Class B common stock;

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

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

« the ability of the board of directors to issue,hsitit stockholder approval, up to 100,000,000 shafreseferred stock with terms set
the board of directors, which rights could be setochose of common stock; and

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

Until such time as EMC or its successor-in-integestses to beneficially own 20% or more of thetanting shares of our common stock,
the affirmative vote or written consent of the heklof a majority of the outstanding shares ofGhess B common stock will be required to:
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» amend certain provisions of our bylaws or certifcaf incorporatior

» make certain acquisitions or dispositic

» declare dividends, amdertake a recapitalization or liquidati

« adopt any stockholder rights plan, “poison pili’other similar arrangeme

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

» undertake certain other actio

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

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
e (a) Sales of Unregistered Securi
None.

* (b) Use of Proceeds from Public Offering of Commaack
None.

* (c) Purchases of Equity Securities by the IssuerAdfiliated Purchase!
Purchases of equity securities during the threethsoended March 31, 2013 :

Approximate Dollar

Total Number of Shares Value of Shares That May
Purchased as Part of Publicly Yet Be Purchased Under the
Announced Plans or Publicly Announced Plans
Total Number of Average Price Paid Per Programs or Programs
Shares Purchased (1) Share (1) 4) (2)(3)(4)
January 1 — January 31, 2013 417,51 $ 77.7¢ — 3 468,054,93
February 1 — February 28, 2013 3,167,53 77.2¢ 2,099,82: 305,643,16
March 1 — March 31, 2013 261,67: 74.5% 261,67: 286,141,83
3,846,71! 77.1F 2,361,491 286,141,83

(1) Includes 1,485,223 shares repurchased by EMpén market transactions. In 2010, EMC annouacgdck purchase program of
VMware’s Class A common stock to maintain its apiraate level of ownership in VMware over the loegn. Inclusion of EMC’s
purchases in the above table does not indicateEti&t is deemed to be an “affiliated purchaser” wihpect to the VMware stock
repurchase program discussed in the following fo@nShares purchased by EMC remain issued anthodisg.

(2) In February 2012, VMware's Board of Directangthorized the repurchase of up to $600.0 millibWMware’s Class A common stock
through the end of 2013 . In November 2012, VMwaibdard of Directors authorized the repurchasepdabuan additional $250.0 million
of VMware’s Class A common stock through the en@@t4 . VMware’'s Class A common stock has beennaaylin the future be,
purchased pursuant to our stock repurchase audtiors, from time to time, in the open market agotlgh private transactions, subject to
market conditions. We are not obligated to purcteaseshares under our stock repurchase prograne@ub applicable laws, repurcha:
under our stock repurchase program may be madehttgnes and in such amounts as we deem apprepfia¢ timing of any repurcha:
and the actual number of shares repurchased vgéirtton a variety of factors, including VMware’'sc price, cash requirements for
operations and business combinations, corporateendatory requirements and other market and aoanconditions. Purchases under
our stock repurchase program can be discontinuadyatime that we feel additional purchases arevastanted.

(3) Represents the amounts remaining in the VMwareksemurchase authorizatio

(4) Amounts do not include potential purchases by E
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Incorporated by Reference

Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 7/9/2007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
10.204  Executive Bonus Program, amended and restated &wghtd, 2013 X
31.1 Certification of Principal Executive Officer reqad by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.z Certification of Principal Financial Officer reqeut by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the SarbanesyGydt of 2002.
101.INS  XBRL Instance Document X
101.SCF XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRE  XBRL Taxonomy Extension Presentation Linkbase X

+ Management contract or compensatory plan or geraent
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SIGNATURES

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

VMWARE, INC.

Dated:May 3, 2013 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer and Executive Vice Presiden
(Principal Financial Officer and Principal Accounting Officer)
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EXHIBIT INDEX

Incorporated by Reference

Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 7/9/2007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
10.204  Executive Bonus Program, amended and restated &wghtd, 2013 X
31.1 Certification of Principal Executive Officer reqad by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.z Certification of Principal Financial Officer reqait by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the SarbanesyQydt of 2002.
32.z Certification of Chief Financial Officer pursuawnt18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the SarbanesyQydt of 2002.
101.INS XBRL Instance Document X
101.SCt XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRE  XBRL Taxonomy Extension Presentation Linkbase X
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Amended and Restated February 14, 2013
VMware, Inc.
Executive Bonus Program

Executive Bonus Program Objectives
Among the objectives of the VMware Bonus Program are to:

* motivate our executives to achieve our strategic, operational and financial goals
» reward superior performance

e attract and retain exceptional executives; and

* reward behaviors that result in long term increased stockholder value

Overview

The Compensation and Corporate Governance Committee has adopted a cash bonus program relating to performance (the
“Executive Bonus Program”) under the 2007 Equity and Incentive Plan (the "Plan") providing for possible cash bonuses to specified
executives of VMware, Inc. and its consolidated subsidiaries (the "Company"). Unless otherwise indicated herein, provisions of the
Plan shall apply to the Executive Bonus Program.

In keeping with VMware’s philosophy of tying a substantial portion of our executive compensation to the achievement of
measurable achievements, a goals-based cash bonus program has been developed and implemented. The determination of bonus
payouts will be made semiannually after the conclusion of the semi-annual measurement periods ending on June 30 and December
31 based on results achieved by the company, as reported to the Compensation and Corporate Governance Committee by the
Chief Financial Officer, Chief Accounting Officer or Corporate Controller. Bonuses will be determined by the Compensation and
Corporate Governance Committee of the Board of Directors (the “Administrator”). Bonus payments will only occur if certain
predetermined company and individual (“MBQ”) objectives are successfully achieved. Bonus amounts will be calculated
(“Calculated Bonus Amounts”) based upon the degree of achievement of the predetermined objectives. The Compensation and
Corporate Governance Committee shall determine final bonus payouts and, in its discretion, taking into account review and
discussion of recommendations made by the Chief Executive Officer, may reduce, but not increase, final bonus payouts from the
Calculated Bonus Amounts.

Bonus awards represent an unfunded, unsecured promise by the Company to pay a bonus amount determined by the
Compensation and Corporate Governance Committee to each Participant, but only upon satisfaction of the performance criteria
determined by the Compensation and Corporate Governance Committee in accordance with the provisions set forth below.

Eligibility

All senior executives are eligible to be considered for participation. However, no person is automatically entitled to participate in the
Executive Bonus Program. Participants will be approved solely at the discretion of the Compensation and Corporate Governance
Committee and may be amended at any time by the Compensation and Corporate Governance Committee. Additionally, the
executive must be an employee of the Company at the time the bonus is paid out in order to vest in right to receive payment.

Participants may include executive officers of the Company as defined under Rule 3b-7 of the 1934 Securities Exchange Act
(“Executive Officers”) and other senior executives who are not Executive Officers. At its discretion, the Compensation and
Corporate Governance Committee may delegate authority to the Chief Executive Officer to add senior executives who are not
Executive Officers to the Executive Bonus Program.

Administration

As Administrator, the Compensation and Corporate Governance Committee is ultimately responsible for administering the
Executive Bonus Program. The Administrator has all powers and discretion necessary or appropriate to review and approve the
Executive Bonus Program and its operation, including, but not limited to, the power to (a) determine Participants, (b) interpret the
provisions of the Executive Bonus Program, (c) adopt rules for the administration, interpretation and application of the Executive
Bonus Program consistent with the Plan, and (d) interpret, amend or revoke any such rules. All determinations and decisions made
by the Administrator and any decision of the Administrator shall be final, conclusive, and binding on all persons, and shall be given
the maximum deference permitted by law.
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Amended and Restated February 14, 2013
VMware, Inc.
Executive Bonus Program

The Administrator, in its sole discretion, may amend or terminate the Executive Bonus Program, or any part thereof, at any time and
for any reason, subject to the limitations set forth in Sections 3, 6(b)(iv) and 7 of the Plan.

The Administrator shall exercise full authority to make final determinations with respect to bonuses granted under the Executive
Bonus Program to Executive Officers. The Administrator may, in its discretion, delegate authority over bonuses to Participants who
are not Executive Officers to the Chief Executive Officer of the Company.

Target Percentage
The Administrator shall establish target bonuses and bonus formulas for the Executive Bonus Program.

Target bonus amounts will be a percentage of a Participant’'s actual semi-annual base salary during the course of the Performance
Period as of the date the target bonus percentage is established (the “Target Bonus Percentage”).

The Calculated Bonus Amount, if any, may range 0% to 200% of the Target Bonus Percentage multiplied by the Participant’s actual
semi-annual base salary depending upon performance achievement. Minimum bonus thresholds are described below. For
purposes of this calculation, Participant’s actual semi-annual base salary shall not exceed 200% of the Participant’'s base salary as
of the date that semi-annual performance targets are approved.

Performance Period

Unless otherwise indicated, the performance periods for bonuses granted under the Executive Bonus Program shall run each year
from January 1 to June 30 and from July 1 to December 31 . (each, a “Performance Period”). Participants are rewarded during the
period that they are actively employed by VMware.

Participants are not eligible to participate in any other Company bonus or incentive plan during a Performance Period. This
exclusion does not apply, however, to applicable employee referral bonuses, spot bonuses, equity awards, or Company
contributions to qualified retirement or savings plans.

New Hires : Calculated Bonus Amounts will be prorated for newly hired participants based on the number of days they are
employed during the Performance Period.

Leaves of Absence: Calculated Bonus Amounts will be prorated for any time during the Performance Period that a
Participant is on an unpaid leave of absence status. Unpaid leaves of absence exclude those absences for which vacation,
sick leave or other compensation is paid directly by the Company. Unpaid absences include those absences for which
compensation is received from any source other than directly from the Company.

Changes in Position : Participants who move from one bonus-eligible position to a different bonus-eligible position with a
different target bonus percentage may earn a target bonus prorated based on base pay and bonus at the start of each
period.

Termination : In order to vest and the right to receive a bonus under the Executive Bonus Program, an employee must be
in an active employment status or on approved leave at the day the bonus is paid out. An employee whose employment
ends for any reason prior to that date will not earn and will not be paid any bonus under this Executive Bonus Program.

The Compensation and Corporate Governance Committee shall have the exclusive discretion to determine when a Participant is no
longer actively employed for purposes of the Executive Bonus Program. Participants have no right or interest in any bonus and
such bonus is not earned unless the Administrator determines a bonus payout is due.

Performance Metrics

The Calculated Bonus Amount will depend on both a company component (“Corporate Financial Metric”) and an individual
component (“MBQO”) selected from the performance goals from the 2007 Plan. The Company must meet a minimum performance
threshold established within the Corporate Financial Metric in order for any bonus payouts to be made. If the minimum threshold is
not achieved, the Executive Bonus Program shall not be funded and no bonus payouts shall be made. The Corporate Financial
Metrics and the relative weighting of the Corporate Financial Metrics and the MBOs shall be determined by the Committee within 45
days of the commencement of the performance period. The MBOs shall be determined by the Committee within 45 days of the
commencement of the performance period;
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provided, however, that if the MBOs are used solely solely as a factor for the Administrator to consider in determining whether to
exercise negative discretion, then they can be established or amended at any time during the performance period.

Corporate Financial Metric Component

The Corporate Financial Metric shall be determined by calculating success against company-wide financial metrics and, as
applicable, business unit performance metrics, as determined by the Compensation and Corporate Governance Committee.

MBO (Individual) Component

Each Participant will be assigned individual performance goals by the Compensation and Corporate Governance Committee that
are appropriate to the Participant’s role at the Company. If threshold achievement of 80% of the Corporate Financial Metric is met,
then the MBO component is funded at the same percentage as the Corporate Financial Metric. The Compensation and Corporate
Governance Committee can exercise negative discretion to reduce the bonus for the MBO component. In making its determination
whether to reduce the bonus for the MBO component, the Committee’s shall review and discuss the Chief Executive Officer’s
assessment of each Participant’s achievement of his or her individual performance goals.

Bonus Determination and Payment

The Compensation and Corporate Governance Committee shall determine final bonus payouts to Participants based upon
achievement of the foregoing metrics and goals. The Committee reserves the right to reduce bonus payouts below Calculated
Bonus Amounts or not make any bonus payouts in its sole discretion.

Cancellation, Rescission and Recoupment of Awards

Any bonus granted under this Executive Bonus Program to a Participant shall be subject to cancellation, rescission, repayment or
other action at the discretion of the Compensation Committee as set forth in Section 7(d) of the Plan in the event that such
Participant engages in “Detrimental Activity” as such term is defined in Section 7(d).

Additionally, the Compensation and Corporate Governance Committee shall have the discretion to require that each Participant
reimburse the Company for all or any portion of any bonuses paid under the Executive Bonus Program if —

(a) the payment was predicated upon the achievement of certain financial results that were subsequently the subject of a
material financial restatement,

(b) in the Board’s view, the Participant engaged in fraud or misconduct that caused or partially caused the need for a
material financial restatement by the Company or any substantial affiliate, and

(c) a lower payment, award, or vesting would have occurred based upon the restated financial results.

In each such instance, upon the determination of the Compensation and Corporate Governance Committee to require recoupment
of a previously paid bonus awarded under the Executive Bonus Program, the Company will, to the extent practicable and allowable
under applicable laws, require reimbursement of any bonus awarded for the relevant period exceeded the lower payment that
would have been made based on the restated financial results, provided that the Company will not seek to recover bonuses
compensation paid more than three years prior to the date the applicable restatement is disclosed.

At-Will Employment (US Only)

This Plan does not affect the terminable-at-will status of the employment relationship. Neither the attainment of goals nor the
continuous service requirement necessary to earn a bonus alters the ability of an employee or the Company to terminate
employment at any time, with or without reason and with or without advance notice.

Page 3



Exhibit 31.1

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

I, Patrick P. Gelsinger, certify that:
1. | have reviewed this annual report on FornQL6f VMware, Inc.

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

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

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

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

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

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

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

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

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

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

Date: May 3, 2013 By: /s/ Patrick P. Gelsinger

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




Exhibit 31.2

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

I, Jonathan C. Chadwick, certify that:
1. | have reviewed this annual report on FornQL6f VMware, Inc.

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

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

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

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

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

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

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

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

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

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

Date: May 3, 2013 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer and Executive Vice Presideh
(Principal Financial Officer and Principal Accounting Officer)




Exhibit 32.1

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

I, Patrick P. Gelsinger, certify pursuant to 18 \@.SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that, to my knowledge, the Quarterly Report of VMeyanc. on Form 10-Q for the fiscal quarter entitch 31, 2013 fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and the information efmed in such Form 10-Q fairly presents,
in all material respects, the financial conditiodaesults of operations of VMware, Inc.

Date: May 3, 2013 By: /s/ Patrick P. Gelsinger

Patrick P. Gelsinger
(Principal Executive Officer)




Exhibit 32.2

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

I, Jonathan C. Chadwick, certify pursuant to 18.0.Section 1350, as adopted pursuant to Secti6robthe Sarbanes-Oxley Act of
2002, that, to my knowledge, the Quarterly RepbiMware, Inc. on Form 10-Q for the fiscal quaresrded March 31, 2013 fully complies

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

Date: May 3, 2013 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer and Executive Vice Presiden
(Principal Financial Officer and Principal Accounting Officer)




