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FINANCIAL INFORMATION

FINANCIAL STATEMENTS
VMware, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(amounts in millions, except per share amounts, anshares in thousands)
(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

Revenues:

License $ 63¢ 614 1212 $ 1,17¢

Services 95¢ 843 1,892 1,64

GSA settlement (7€) — (76) —
Total revenues 1,521 1,45i 3,032 2,81i
Operating expenses (1):

Cost of license revenues 46 46 96 96

Cost of services revenues 204 17z 397 32¢

Research and development 322 317 627 61C

Sales and marketing 56& 544 1,10C 1,01¢

General and administrative 18C 17¢ 367 33C

Realignment charges 2 Q) 21 D
Operating income 20¢ 20C 424 441
Investment income 13 9 25 18
Interest expense with EMC @) @) (13 (12
Other income, net 1 — — —
Income before income taxes 213 20z 43€ 447
Income tax provision 41 35 68 81
Net income $ 172 167 36 $ 36€
Net income per weighted-average share, basic fasgCA and Class B 0.41 0.3¢ 08¢ $ 0.8t
Net income per weighted-average share, dilute€fass A and Clas:
B $ 0.4C 0.3¢ 08¢ $ 0.84
Weighted-average shares, basic for Class A and®@as 424,16¢ 430,21t 426,05! 430,05(
Weighted-average shares, diluted for Class A aad<B 426,79 434,19¢ 428,77. 434,21¢
(1) Includes stock-based compensation as follows:

Cost of license revenues $ — 1 1 % 2

Cost of services revenues 1C 11 22 20

Research and development 53 66 107 12¢€

Sales and marketing 43 43 81 84

General and administrative 17 18 31 35

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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VMware, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)
(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net income $ 172 $ 167 $ 36 $ 36€
Other comprehensive income (loss):
Changes in market value of available-for-sale sgear
Unrealized gains (losses), net of taxes of $(4)$82and $2 (5) 3 1 4
Changes in market value of effective foreign cucgeforward contracts:
Unrealized gains (losses), net of taxes of $0 iqrexiods 5 — ©)] —
Reclassification of (gains) realized during thei@ernet of taxes of $0
for all periods 2 — — —
Net change in market value of effective foreignreocy forward contracts 3 — (3) —
Total other comprehensive income (loss) 2 3 2 4
Total comprehensive income, net of taxes $ 17C 3 17C  $ 366 $ 37C

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

(unaudited)
June 30, December 31,
2015 2014
ASSETS
Current assets:
Cash and cash equivalents $ 1,791 $ 2,071
Short-term investments 5,20¢ 5,00¢
Accounts receivable, net of allowance for doub#fttounts of $2 and $2 1,21¢ 1,52(
Due from related parties, net — 49
Deferred tax assets 24C 24¢
Other current assets 262 23¢
Total current assets 8,71 9,13(
Property and equipment, net 1,11z 1,03t
Other assets 171 174
Deferred tax assets 19t 16E
Intangible assets, net 682 74¢
Goodwill 3,981 3,96¢
Total assets $ 14,85 $ 15,21¢
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 165 % 20¢
Accrued expenses and other 762 811
Due to related parties, net 8 —
Unearned revenues 3,02z 2,98
Total current liabilities 3,95¢ 3,99¢
Notes payable to EMC 1,50(C 1,50(
Unearned revenues 1,791 1,851
Other liabilities 29¢ 282
Total liabilities 7,542 7,63(
Contingencies (refer to Note 1)
Stockholders’ equity:
Class A common stock, par value $.01; authoriz@@000 shares; issued and outstanding
122,920 and 129,359 shares 1 1
Class B convertible common stock, par value $.0tharized 1,000,000 shares; issued and
outstanding 300,000 shares 3 3
Additional paid-in capital 2,73 3,38(
Accumulated other comprehensive loss 3 Q)
Retained earnings 4,56¢ 4,19¢
Total VMware, Inc.’s stockholders’ equity 7,30¢ 7,581
Non-controlling interests 7 5
Total stockholders’ equity 7,311 7,58¢
Total liabilities and stockholders’ equity $ 14,85: $ 15,21¢

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)
(unaudited)

Six Months Ended

June 30,
2015 2014
Operating activities:
Net income $ 36¢ 36€
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization 15¢ 164
Stock-based compensation 242 267
Excess tax benefits from stock-based compensation (26) (26)
Deferred income taxes, net (22 (79
Other Q) 2
Changes in assets and liabilities, net of acqarssti
Accounts receivable 30t 13C
Other assets 13 (43)
Due to/from related parties, net 63 (39
Accounts payable (33) (8)
Accrued expenses 27 56
Income taxes payable (49 112
Unearned revenues (21) 251
Net cash provided by operating activities 99¢ 1,15¢
Investing activities:
Additions to property and equipment (1849 (159
Purchases of available-for-sale securities (2,09%) (1,97¢)
Sales of available-for-sale securities 1,37¢ 941
Maturities of available-for-sale securities 524 32z
Purchases of strategic investments 4) (40)
Business acquisitions, net of cash acquired (22) (1,06¢)
Decrease (increase) in restricted cash 1 (76)
Other investing 2 (10
Net cash used in investing activities (404 (2,060
Financing activities:
Proceeds from issuance of common stock 69 99
Proceeds from issuance of notes payable to EMC — 1,05(
Reduction in capital from EMC — (24)
Proceeds from non-controlling interests 4 —
Repurchase of common stock (850 (407)
Excess tax benefits from stock-based compensation 26 26
Shares repurchased for tax withholdings on vesifiigstricted stock (229 (99
Net cash provided by (used in) financing activities (875) 65C
Net decrease in cash and cash equivalents (280) (253)
Cash and cash equivalents at beginning of the gherio 2,071 2,30t
Cash and cash equivalents at end of the period $ 1,791 2,05¢
Supplemental disclosures of cash flow information:
Cash paid for interest $ 14 13
Cash paid for taxes, net 13¢€ 46
Non-cash items:
Changes in capital additions, accrued but not paid $ (22) 11
Fair value of stock-based awards assumed in atiquisi — 24



The accompanying notes are an integral part oftinelensed consolidated financial statements.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(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 and servicesgiesd to deliver a software-defined data centerprumdustry-standard desktop computers
and servers and support a wide range of operagstgr® and application environments, as well as oiiwg and storage infrastructures.

Accounting Principles

The financial statements and accompanying noteprapared in accordance with accounting princigkserally accepted in the United
States of America (“GAAP”).

Unaudited Interim Financial Information

The accompanying unaudited condensed consolidettaddial statements have been prepared pursudim toles and regulations of the
Securities and Exchange Commission (the “SEC”)rftarim financial reporting. In the opinion of negement, these unaudited condensed
consolidated financial statements include all adjests, consisting of normal recurring adjustmemid accruals, for a fair statement of
VMware's condensed consolidated results of operatiorandial position and cash flows for the periods @nésd. Results of operations are
necessarily indicative of the results that may Xyeeeted for the full year 2015. Certain informatamd footnote disclosures typically included
in annual consolidated financial statements haes lbendensed or omitted. Accordingly, these unadditterim condensed consolidated
financial statements should be read in conjunatidh the consolidated financial statements andeédlaotes included in VMware’s 2014
Annual Report on Form 10-K.

As of June 30, 2015 , EMC Corporation (“EMC") h@&ltl. 1% of VMware’s outstanding common stock and 9%of the combined voting
power of VMware’s outstanding common stock, inchgd#43 million shares of VMware’s Class A commorc&tand all of VMware’s Class B
common stock. VMware is a majority-owned and cdigtbsubsidiary of EMC, and its results of opemasi@nd financial position are
consolidated with EMC'’s financial statements.

Management believes the assumptions underlyingghdensed consolidated financial statements asemahle. However, the amounts
recorded for VMware’s intercompany transactiondwiMC may not be considered arm’s length with arelated third party. Therefore, the
financial statements included herein may not necégseflect the results of operations, finangakition and cash flows had VMware enga
in such transactions with an unrelated third pdrtsing all periods presented. Accordingly, VMwarhistorical financial information is not
necessarily indicative of what the Company’s resaftoperations, financial position and cash flevilsbe in the future if and when VMware
contracts at arm’s length with unrelated third igarfor the services the Company receives fromprodides to EMC.

Principles of Consolidatior

The condensed consolidated financial statementsdadhe accounts of VMware and subsidiaries inctviiMware has a controlling
financial interest. Non-controlling interests aregented as a separate component within total lsbdadrs’ equity and represent the equity and
cumulative pro-rata share of the results of openatiattributable to the non-controlling interestst earnings attributable to the non-controlling
interests are included in other income, net orctirelensed consolidated statements of income ambapresented separately as the amounts
were not material for the periods presented. A#ricompany transactions and account balances beftMievare and its subsidiaries have b
eliminated in consolidation. Transactions with EM its subsidiaries are generally settled in eashare classified on the condensed
consolidated statements of cash flows based ugonédture of the underlying transaction.

Reclassificatior

Certain prior period amounts related to the notsgple to EMC have been reclassified within thariting activities section of the
condensed consolidated statements of cash flowesrdtassifications had no effect on total castvdlosed in or provided by operating,
investing or financing activities as previously oejed.

Use of Accounting Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities, themteg amounts of revenues and expenses duringtioeting periods, and the disclosure of
contingent liabilities at the date of the finangtdtements. Estimates are used for, but
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

not limited to trade receivable valuation, markegtievelopment funds and rebates, useful lives msditp fixed assets and intangible assets,
valuation of goodwill and definite-lived intangilsleincome taxes, stock-based compensation, anthgenties. Actual results could differ
from those estimates.

New Accounting Pronouncemer

During May 2014, the Financial Accounting StandeéBdard (“FASB”) issued Accounting Standards UpdatsU”) No. 2014-09,
Revenue from Contracts with Customers (Topic 606 updated revenue standard establishes prindgriescognizing revenue and develops
a common revenue standard for all industries. Ugtption, entities will be required to recognize #mount of revenue that they expect to be
entitled to for the transfer of promised goodsawies to their customers. The updated standagflastive for the Company in the first qua
of 2018 and permits the use of either the retraspeor cumulative effect transition method. Eaabjoption is permitted, but not earlier than
first quarter of 2017. The Company has not seleatrdnsition method and is currently evaluatingeffect that ASU 2014-09 will have on its
consolidated financial statements and related assces.

B. Business Combination, Definite-Lived IntangibleAssets, Net and Goodwill
Business Combinatiol

On February 2, 2015, VMware acquired all of thestariding shares of Immidio B.V. (“Immidio”) for apgximately $21 million of cash,
net of liabilities assumed. VMware acquired Immitboexpand VMware's Workspace Environment Managésantions within the End-User
Computing product group. The preliminary purchaseepprimarily included $8 million of identifiabletangible assets and approximately $17
million of goodwill that is expected to be non-detlle for tax purposes. The impact of the acquisitvas not material to VMware's
condensed consolidated financial statements.

Definite-Lived Intangible Assets, Net

As of June 30, 2015 and December 31, 2014 , defiivied intangible assets consisted of the follgvamounts in table in millions):

June 30, 2015

Weighted-
Average
Useful Lives Gross Carrying Accumulated Net Book
(in years) Amount Amortization Value
Purchased technology 6.5 $ 69¢ $ (299) ¢ 39¢
Leasehold interest 34.9 14¢ (18) 131
Customer relationships and customer lists 8.2 157 (62 95
Trademarks and tradenames 8.6 61 (13 48
Other 29 20 (1)) 9
Total definite-lived intangible assets $ 1,08t % (40%) $ 682
December 31, 2014
Weighted-
Average
Useful Lives Gross Carrying Accumulated Net Book
(in years) Amount Amortization Value
Purchased technology 6.5 $ 69¢ $ (252) ¢ 447
Leasehold interest 34.9 14¢ (15) 134
Customer relationships and customer lists 8.2 157 (53 104
Trademarks and tradenames 8.6 61 9) 52
Other 2.7 18 (7) 11
Total definite-lived intangible assets $ 1,08 % (33¢) $ 74¢
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

Amortization expense on definite-lived intangibisets was $37 million and $74 million during theethand six months ended June 30,
2015 , respectively, and $36 million and $67 millduring the three and six months ended June 30! 2@espectively.

Based on intangible assets recorded as of JurZ026,and assuming no subsequent additions or impairof underlying assets, the
remaining estimated annual amortization expensgpgcted to be as follows (table in millions):

Remainder of 2015 $ 72
2016 12¢
2017 121
2018 10€
2019 87
Thereafter 16€

Total $ 682

Goodwill

The following table summarizes the changes in #reying amount of goodwill during the six monthgled June 30, 2015 (table in
millions):

Balance, January 1, 2015 $ 3,96¢
Increase in goodwill related to a business comhonat 17
Balance, June 30, 2015 $ 3,981

C. Realignment Charges

During the first quarter of 2015 , VMware elimindt@pproximately 350 positions across all major fiomal groups and geographies to
streamline its operations. As a result of thisagth21 million of realignment charges were recagdiduring the six months ended June 30,
2015, which consisted of severance-related cAstsmmaterial credit was recognized during the ¢hmonths ended June 30, 2015 . As of
June 30, 2015, $2 million remained in accrued agpe and other on the condensed consolidated leadaerets and is expected to be paid
during 2015 .

The following table summarizes the activity for #exrued realignment charges for the six monthe@ddne 30, 2015 (table in millions):

Six Months Ended June 30, 2015

Balance as of Realignment Balance as of
January 1, 2015 Charges Utilization June 30, 2015

Severance-related costs $ 8 ¢ 21 % 27 $ 2

No realignment charges were recognized duringhreetand six months ended June 30, 2014 .

D. Net Income per Share

Basic net income per share is computed by dividietgncome by the weighted-average number of comshanes outstanding during the
period. Diluted net income per share is computedibigling net income by the weighted-average nundf@ommon shares outstanding and
potentially dilutive securities outstanding durihg period, as calculated using the treasury stoethod. Potentially dilutive securities
primarily include unvested restricted stock unisrformance stock units, stock options and purcbatens under VMware’s employee stock
purchase plan. Securities are excluded from thepatations of diluted net income per share if tlediect would be anti-dilutive. VMware uses
the two€lass method to calculate net income per sharethsclasses share the same rights in dividendssftire basic and diluted earnings
share are the same for both classes.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

The following table sets forth the computation®asic and diluted net income per share duringhheetand six months ended June 30,
2015 and 2014 (net income in millions, shares ausands):

Three Months Ended Six Months Ended
June 30, June 30,

2015 2014 2015 2014
Net income $ 17z $ 167 $ 36 % 36€
Weighted-average shares, basic for Class A angd®as 424,16¢ 430,21t 426,05! 430,05(
Effect of dilutive securities 2,62¢ 3,98: 2,71 4,16¢
Weighted-average shares, diluted for Class A aad<B 426,79 434,19¢ 428,77. 434,211
Net income per weighted-average share, basic #83CA and Class B $ 041 $ 03¢ $ 08¢ $ 0.8t
Net income per weighted-average share, dilute€fass A and Class B $ 04C $ 03¢ $ 08¢ $ 0.8¢

The following table sets forth the weighted-averagemmon share equivalents of Class A common stuoatkwtere excluded from the
diluted net income per share calculations durirgthitee and six months ended June 30, 2015 and, 2@&bause their effect would have been
anti-dilutive (shares in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Anti-dilutive securities:
Employee stock options 2,10¢ 1,08t 2,20¢ 1,007
Restricted stock units a0 2 39¢ 4
Total 2,19( 1,08 2,60t 1,011
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

E. Cash, Cash Equivalents and Investments

Cash, cash equivalents and investments as of Iyrgd35 and December 31, 2014 consisted of thewiollg (tables in millions):

June 30, 2015

Cost or Unrealized Unrealized Aggregate
Amortized Cost Gains Losses Fair Value
Cash $ 787 % — $ — 787
Cash equivalents:
Money-market funds $ 99C $ — 3 — 99(C
U.S. and foreign corporate debt securities 7 — — 7
Municipal obligations 7 — — 7
Total cash equivalents $ 1,00 % — 3 — 1,00¢
Short-term investments:
U.S. Government and agency obligations $ 654 $ 1 9 — 65E
U.S. and foreign corporate debt securities 3,29: 4 (5) 3,29:
Foreign governments and multi-national agency alilbmns 27 — — 27
Municipal obligations 887 1 — 88¢
Asset-backed securities 3€ — — 3€
Mortgage-backed securities 30¢ — (D) 307
Total short-term investments $ 520t % 6 $ (6) 5,20¢
Other assets:
Marketable available-for-sale equity securities $ 15 $ —  $ — 15
December 31, 2014
Cost or Unrealized Unrealized Aggregate
Amortized Cost Gains Losses Fair Value
Cash $ 88t % — 3 — 88t
Cash equivalents:
Money-market funds $ 1,13 $ — $ — 1,13(
U.S. and foreign corporate debt securities 54 — — 54
Foreign governments and multi-national agency alilomns 2 — — 2
Total cash equivalents $ 1,18¢ $ — $ — 1,18¢
Short-term investments:
U.S. Government and agency obligations $ 54z % — 3 — 54z
U.S. and foreign corporate debt securities 3,23¢ 3 (5) 3,23¢
Foreign governments and multi-national agency alilgns 23 — — 23
Municipal obligations 93C 2 — 932
Asset-backed securities 53 — — 53
Mortgage-backed securities 221 — (D) 22C
Total short-term investments $ 5,00t $ 5 % (6) 5,00«

Refer to Note F for further information regardimg fair value of VMware’s cash equivalents and streents.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

The realized gains and losses on investments dithinthree and six months ended June 30, 2015@i¥#\2ere not material.

Unrealized losses on cash equivalents and invessnasrof June 30, 2015 and December 31, 2014 hvilaice been in a net loss position
for less than twelve months, were classified byegiment category as follows (table in millions):

June 30, 2015 December 31, 2014
Unrealized Unrealized
Fair Value Losses Fair Value Losses
U.S. and foreign corporate debt securities $ 1,71¢  $ 5) $ 1,96/ $ (5)
Mortgage-backed securities 16¢ (@D} 107 (D]
Total $ 1887 $ 6) $ 2,071 $ (6)

Unrealized losses on cash equivalents and avaifablgale investments, which have been in a net pasition for twelve months or
greater, were not material as of June 30, 2013 muwmber 31, 2014 .

Contractual Maturities

The contractual maturities of short-term investradmgld at June 30, 2015 consisted of the followfalle in millions):

Amortized Aggregate

Cost Basis Fair Value
Due within one year $ 1,36 % 1,36:
Due after 1 year through 5 years 3,511 3,512
Due after 5 years through 10 years 107 107
Due after 10 years 224 222
Total short-term investments $ 520t $ 5,20¢

F. Fair Value Measurements
Assets and Liabilities Measured and Recorded atrP&ilue on a Recurring Basi:

Certain financial assets and liabilities are meadat fair value on a recurring basis. VMware detees fair value using the following
hierarchy:

» Level 1 -Quoted prices in active markets for identical assetiabilities

» Level 2 -Inputs other than Level 1 that are observablegeitlirectly or indirectly, such as quoted pricesdimilar assets or liabilitie:
quoted prices in markets that are noted activetloer inputs that are observable or can be coratedby observable market data for
substantially the full term of the assets or lidiei

» Level 3 - Unobservable inputs that are suppdsietittle or no market activity and that are sfigant to the fair value of the assets or
liabilities
VMware’s fixed income securities are primarily dé®d as Level 2, with the exception of some & thS. Government and agency
obligations which are classified as Level 1. Aduitlly, VMware’s Level 2 classification includegéign currency forward contracts and note:
payable to EMC. At June 30, 2015 and December @14 2 VMware’s Level 2 securities were generalliggd using non-binding market
consensus prices that are corroborated by obserwadnket data, quoted market prices for similarimsents, or pricing models such as
discounted cash flow techniques.

VMware does not have any material assets or ltaslthat fall into Level 3 of the fair value hiechy as of June 30, 2015 and
December 31, 2014 , and there have been no trarsféreen fair value measurement levels duringtifee and six months ended June 30,
2015 and 2014 .
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

The following tables set forth the fair value hietay of VMware’s money-market funds, available-&ate securities, and foreign currency
forward contracts, that were required to be meakatdair value as of June 30, 2015 and Decemhe2@®4 (tables in millions):

June 30, 2015

Level 1 Level 2 Total
Cash equivalents:
Money-market funds $ 99C $ — 8 99(
U.S. and foreign corporate debt securities — 7 7
Municipal obligations — 7 7
Total cash equivalents $ 929C $ 14 $ 1,00¢
Short-term investments:
U.S. Government and agency obligations $ 44 % 21z $ 655
U.S. and foreign corporate debt securities — 3,29: 3,292
Foreign governments and multi-national agency alilgns — 27 27
Municipal obligations — 88¢ 88¢
Asset-backed securities — 36 36
Mortgage-backed securities — 307 307
Total short-term investments $ 44 % 4,762 $ 5,20¢
Other assets:
Marketable available-for-sale equity securities $ 15 $ — $ 15
Accrued expenses and other:
Foreign currency forward contracts $ — 9 3 $ (3)

December 31, 2014

Level 1 Level 2 Total
Cash equivalents:
Money-market funds $ 1,13 % — 8 1,13(
U.S. and foreign corporate debt securities — 54 54
Foreign governments and multi-national agency alilbmns — 2 2
Total cash equivalents $ 1,13 $ 56 $ 1,18¢
Short-term investments:
U.S. Government and agency obligations $ 3B: $ 18¢ $ 547
U.S. and foreign corporate debt securities — 3,23¢ 3,23¢
Foreign governments and multi-national agency alilgns — 23 23
Municipal obligations — 932 932
Asset-backed securities — 53 53
Mortgage-backed securities — 22C 22C
Total short-term investments $ 352 % 4,651 $ 5,00¢
Other current assets:
Foreign currency forward contracts $ — 9 1 $ 1
Accrued expenses and other:
Foreign currency forward contracts $ — 9 2 $ Q)

VMware has elected not to record its notes payabEMC at fair value, but has measured the notésiraralue for disclosure purposes.
As of June 30, 2015 and December 31, 2014 , thedhie of the notes payable to EMC was $1,510aniland $1,503 million , respectively.
Fair value was estimated based on observable miatke¢st rates (Level 2 inputs).

13




Table of Contents
VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

VMware offers a deferred compensation plan forieligemployees that allows participants to defempant for part or all of their
compensation. VMwars’results of operations are not significantly atedoy this plan since changes in the fair valuthefassets substantic
offset changes in the fair value of the liabilitiés such, assets and liabilities associated withglan have not been included in the above
tables. Assets and liabilities associated with pfeg were both approximately $14 million and $8iom as of June 30, 2015 amkcember 31
2014 , respectively, and are included in othertasmed other liabilities on the condensed constdiidalance sheets.

Assets Measured and Recorded at Fair Value on a -Recurring Basis

VMware evaluated the strategic investments indigfplio accounted for under the cost method t@sssvhether any of its strategic
investments were other-than-temporarily impairebllviare uses Level 3 inputs as part of its impairnaralysis, including, pre- and post-
money valuations of recent financing events andrttpact of those on its fully diluted ownership gamtages, as well as other available
information regarding the issuer’s historical ancetasted performance. The estimated fair valikese investments is considered in
VMware’s impairment review if any events or changes iouirstances occur that might have a significant iséveffect on their value. Duril
the three and six months ended June 30, 2015 datl,20Mware did not recognize an other-than-tempoiapairment charge for a non-
recoverable strategic investment.

During the three and six months ended June 30, 20d%014 , VMware did not have material realizathg or losses on strategic
investments. Strategic investments are includedhier assets on the condensed consolidated bathrets. The carrying value of VMware’s
strategic investments was $98 million and $110iamilhs of June 30, 2015 and December 31, 201$¢ectsely.

G. Derivatives and Hedging Activities

VMware conducts business on a global basis in plalforeign currencies, subjecting the Companyoteifin currency risk. To mitigate
this risk, VMware utilizes hedging contracts asaié®ed below, which potentially expose the Comptmegredit risk to the extent that the
counterparties may be unable to meet the termsechgreement. VMware manages counterparty rislkebkisg counterparties of high credit
quality, by monitoring credit ratings and creditespds of, and other relevant public informationwhts counterparties. VMware does not, and
does not intend to, use derivative instrumentdréating or speculative purposes.

Cash Flow Hedges

To mitigate its exposure to foreign currency flattans resulting from operating expenses denomihiateertain foreign currencies,
VMware enters into foreign currency forward contsadhe Company designates these forward contasatash flow hedging instruments as
the accounting criteria for such designation haaenbmet. Therefore, the effective portion of gainksses resulting from changes in the fair
value of these hedges is initially reported in acalated other comprehensive loss on the condermeblidated balance sheets and is
subsequently reclassified to the related operakpgense line item on the condensed consolidatéehstats of income in the same period that
the underlying expenses are incurred. During theetiand six months ended June 30, 2015 and 20&4effective portion of gains or losses
reclassified to the condensed consolidated statisnoéincome was not material. Interest charge$ooward points” on VMware’s forward
contracts are excluded from the assessment of teftiiveness and are recorded in other incomeyméhe condensed consolidated
statements of income as incurred.

VMware enters into forward contracts annually, whitave maturities of 12 months or less. As of Bhe2015 and December 31, 2014 ,
VMware had foreign currency forward contracts deatgd as cash flow hedges with a total notionalevaf $119 million and $240 million ,
respectively. The notional value represents thegemount of foreign currency that will be boughsald upon maturity of the forward
contract.

During the three and six months ended June 30, 86d%014 , all cash flow hedges were considerfedtéfe.
Foreign Currency Forward Contracts Not Designated &ledges

VMware has established a program that utilizesioreurrency forward contracts to offset the foreayrrency risk associated with net
outstanding monetary asset and liability positidiisese forward contracts are not designated astgpdgtruments under applicable
accounting guidance, and therefore all changdsaridir value of the forward contracts are repoitedther income, net on the condensed
consolidated statements of income.

VMware enters into foreign currency forward contsam@n a monthly basis, which typically have a caciinal term of one month. As of
June 30, 2015 and December 31, 2014 , VMware hesfamding forward contracts with a total notionalue of $645 million and $697
million , respectively. The notional value represethe gross amount of foreign currency that welldmught or sold upon maturity of the
forward contract.
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During the three and six months ended June 30, 20Mware recognized a loss of $20 million and gafi$21 million , respectively,
relating to the settlement of foreign currency fard/contracts. During both the three and six moattged June 30, 2014/Mware recognize:
a loss of $5 million . Gains and losses are reabm®ther income, net on the condensed consotidstteements of income.

The combined gains and losses derived from theesetht of foreign currency forward contracts areluhderlying foreign currency
denominated assets and liabilities resulted intdose of $3 million and $9 million during the terand six months ended June 30, 2015,
respectively. The combined gains and losses defiomd the settlement of foreign currency forwardiacts and the underlying foreign
currency denominated assets and liabilities wereaterial during the three and six months ended 30n2014 . Net gains and losses are
recorded in other income, net on the condensedtidated statements of income.

H. Unearned Revenues

Unearned revenues as of June 30, 2015 and Dec&hp2014 consisted of the following (table in naifis):

June 30, December 31,
2015 2014
Unearned license revenues $ 481 $ 48¢
Unearned software maintenance revenues 3,89¢ 3,90¢
Unearned professional services revenues 43¢ 44C
Total unearned revenues $ 481 $ 4,83:

Unearned license revenues are generally recognjzena delivery of existing or future products ongegs, or are otherwise recognized
ratably over the term of the arrangement. Futuoelpets include, in some cases, emerging produatsatle offered as part of product
promotions where the purchaser of an existing prbiduentitled to receive the future product atdditional charge. To the extent the future
product has not been delivered and vendor-spediifiective evidence (“VSOE”) of fair value cannotdsablished, the revenue for the entire
order is deferred until such time as all produdiveey obligations have been fulfilled. The amowfunearned revenues is impacted by timing
of both product promotion offers and delivery of fluture products offered as part of a product mtion. In the event the arrangement does
not include professional services, unearned liceegenues may also be recognized ratably, if tiséooner is granted the right to receive
unspecified future products or VSOE of fair valuetbe software maintenance element of the arrangedoes not exist. Total unearned
license revenues may vary over periods for a wadéfactors, including the type and level of prdions offered, and the timing of when the
products are delivered upon general availability.

Unearned software maintenance revenues are a#tblleuto VMware’s maintenance contracts and arergpeecognized ratably over the
contract period. The weighted-average remaining &rJune 30, 2015 was approximately 2.0 yearsalhed professional services revenues
result primarily from prepaid professional servidesluding training, and are generally recogniasdhe services are delivered.

I. Contingencies
Litigation

During June 2015, VMware reached an agreementthéttbepartment of Justice (“DOJ”) and the Geneeaies Administration
(“GSA") to pay $76 million to resolve allegatiortsat VMware's government sales practices betweef 208 2013 had violated the federal
False Claims Act. The settlement was paid and dezbas a reduction of VMware's total revenues dutie three months ended June 30, 2

On March 27, 2015, Phoenix Technologies (“Phoerfidd)l a complaint against VMware in the U.S. DistiCourt for the Northern
District of California asserting claims for copyhmignfringement and breach of contract relating teersion of Phoenix’s BIOS software that
VMware licensed from Phoenix. In the lawsuit, Phiges seeking injunctive relief and monetary danmagéMware believes that it has
meritorious defenses in connection with this lawsand currently a reasonably possible loss orgaridoss cannot be estimated.

On March 4, 2015, Christoph Hellwig, a software @leper who alleges that software code he wrotséslin a component of the
Company's vSphere product, filed a lawsuit agaiitidtvare in Germany alleging copyright infringemeat failing to comply with the terms of
an open source General Public License v.2 (“GPL)a@d seeking an order requiring VMware to compith the GPL v.2 or cease
distribution of any affected code within GermanyWare believes that it has
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meritorious defenses in connection with this lawsand currently a reasonably possible loss orgaridoss cannot be estimated.

VMware accrues for a liability at the low end oéttange of estimated losses when a determinatidbéen made that a loss is both
probable and the amount of the loss can be realoestimated. Significant judgment is required ottbthe determination that the occurrence
of a loss is probable and is reasonably estiméblemaking such judgments, VMware considers the chpénegotiations, settlements, rulings,
advice of legal counsel and other information avehés pertaining to a particular matter. Legal s@se generally recognized as expense whe
incurred.

VMware believes that it has valid defenses agaash of the ongoing legal matters disclosed. Howereen the unpredictable nature of
legal proceedings, an unfavorable resolution of @n@ore legal proceedings, claims, or investigetioould have a material adverse effect on
VMware’s condensed consolidated financial statesient

VMware is also subject to other legal, administtatand regulatory proceedings, claims, demandsraedtigations in the ordinary course
of business, including claims with respect to comuiad, product liability, intellectual property, gioyment, class action, whistleblower and
other matters. From time to time, VMware also reegiinquiries from and has discussions with govemirentities on various matters.
VMware does not believe that any liability from amasonably foreseeable disposition of such clainaslitigation, individually or in the
aggregate, would have a material adverse effets@mondensed consolidated financial statements.

J. Stockholders’ Equity
VMware Stock Repurchases

On January 27, 2015, VMware’s Board of Directorfhatized the repurchase of up to an additionaltolien dollars of VMware’s Class
A common stock through the end of 2017. Stock kbellpurchased from time to time, in the open mavké¢irough private transactions, subject
to market conditions. The new stock repurchaseagizéition is in addition to VMware’s ongoing ondhbin-dollar stock repurchase program,
originally announced on August 6, 2014. The timifiginy repurchases and the actual number of shepeschased will depend on a variety of
factors, including VMwares stock price, cash requirements for operationsbaisthess combinations, corporate and regulatapyimements ar
other market and economic conditions. VMware isaliigated to purchase any shares under its stqukrchase programs. Purchases can be
discontinued at any time VMware believes additignaichases are not warranted. All shares repurdhasger VMware’s stock repurchase
programs are retired.

The following table summarizes stock repurchaskaitations that remain open as of June 30, 20t ats in table in millions):

Authorization Date Amount Authorized Expiration Date Status
January 27, 2015 $1,000 December 31, 2017 Open
August 6, 2014 $1,000 December 31, 2016 Open

As of June 30, 2015 , the cumulative authorizedwarheemaining for repurchase was $1,110 million .

The following table summarizes stock repurchaseiacturing the three and six months ended June28@5 and 2014 (aggregate
purchase price in millions, shares in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Aggregate purchase price $ 41z % 23t % 85C $ 407
Class A common shares repurchased 4,75( 2,48¢ 10,11¢ 4,25¢
Weighted-average price per share $ 86.71 $ 95.7¢ % 84.0: $ 95.67

The aggregate purchase price of repurchased shahedes commissions and is classified as a reslu¢ti additional paid-in capital.
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VMware Stock Options
The following table summarizes stock option acgiwince January 1, 2015 (shares in thousands):

Weighted-
Average

Number of Exercise Price

Shares (per share)
Outstanding, January 1, 2015 586¢ $ 50.5¢
Granted 13 84.6¢
Forfeited (130) 61.2¢
Exercised (2,08%) 30.61
Outstanding, June 30, 2015 3,661 61.6(

The stock options outstanding as of June 30, 20d4% an aggregate intrinsic value of $99 millibased on VMware’s closing price as of
June 30, 2015 .

VMware Restricted Stock

VMware's restricted stock primarily consists oftrieted stock unit (‘RSU”) awards granted to emp@eyg. RSUs are valued based on
VMware's stock price on the date of grant. Theashanderlying the RSU awards are not issued Un&iRSUs vest. Upon vesting, each RSU
converts into one share of VMware Class A commonkst

VMware's restricted stock also includes performastoek unit (“PSU”) awards, which have been grantedertain of VMware’s
executives and employees. The PSU awards includerpence conditions and, in certain cases, a tased vesting component. Upon
vesting, each PSU award will convert into VMwar€lgiss A common stock at various ratios ranging ffbto 2.0shares per PSU, depend
upon the degree of achievement of the performaarget designated by each individual award. If mimmperformance thresholds are not
achieved, then no shares will be issued. As of 300015 , the number of PSUs outstanding inclegesin PSUs for which performance
conditions have concluded but that remain subgecettain service conditions.

The following table summarizes restricted stochkvétgtsince January 1, 2015 (units in thousands):

Weighted-
Average Grant
Date Fair
Value
Number of Units (per unit)

Outstanding, January 1, 2015 12,58t $ 88.8¢
Granted 5,17( 87.0¢
Vested (2,817 85.2(
Forfeited (872) 86.8¢
Outstanding, June 30, 2015 14,07( 87.7(

The total fair value of VMware restricted stocktthiasted during the six months ended June 30, 2@55$240 million . As of June 30,
2015, restricted stock representing 14.1 millibares of VMware’s Class A common stock were outitay) with an aggregate intrinsic value
of $1,206 million based on VMware'’s closing pricead June 30, 2015 .

As of June 30, 2015 , the total unrecognized corsgion cost for stock options and restricted stwak $1,009 million and will be
recognized through 2019 with a weighted-averageaieimg period of 1.6 years .
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Accumulated Other Comprehensive Income (Lo

The changes in components of accumulated other drapsive income (loss) during the six months eddee 30, 2015 and 2014 were
as follows (tables in millions):

Unrealized Gain on

Available-for-Sale Unrealized Loss on
Securities Cash Flow Hedges Total
Balance, January 1, 2015 $ — 3 @ $ @)
Unrealized gain (loss), net of taxes of $0 1 3 @)
Balance, June 30, 2015 $ 1 9 4 $ ©)
Unrealized Gain on
Available-for-Sale
Securities Total
Balance, January 1, 2014 $ 4 3 4
Unrealized gain, net of taxes of $2 4 4
Balance, June 30, 2014 $ 8 $ 8

Unrealized gains on VMware’s available-for-salewuséies are reclassified to investment income @andbndensed consolidated statement:
of income in the period that such gains are redlize

The effective portion of gains (losses) resultirapf changes in the fair value of forward contralgtsignated as cash flow hedging
instruments are reclassified to its related opegatixpense line item on the condensed consolidgisteiments of income in the same period
the underlying expenses are incurred. The amoeotwded to their related operating expense limasten the condensed consolidated
statements of income during the three and six nsoatided June 30, 2015 and 2014 , were not material.

K. Related Parties

The information provided below includes a summdrthe transactions entered into with EMC and EM€ssolidated subsidiaries
(collectively “EMC"). EMC acquired VCE Company LLCVCE") during the fourth quarter of 2014. Transaas with VCE from the date
EMC acquired the controlling interest in VCE haeb included in the tables below.

Transactions with EMC

VMware and EMC engaged in the following ongoingeicbmpany transactions, which resulted in reveandsreceipts and unearned
revenues for VMware:

* Pursuant to an ongoing reseller arrangement BMIC, EMC bundles VMware’s products and serviceth\wEMC’s products and sells
them to end users.

* EMC purchases products and services from VMwarénternal use
 VMware provides professional services to end usasgd upon contractual agreements with E

e From time to time, VMware and EMC enter into agreats to collaborate on technology projects, and BM#s VMware for service
that VMware provides to EMC in connection with sybjects.

» Pursuant to an ongoing distribution agreemeiMyWare acts as the selling agent for certain praglant services of Pivotal Software,
Inc. (“Pivotal”), a subsidiary of EMC, in exchanfpg an agency fee. Under this agreement, cashlected from the end user by
VMware and remitted to Pivotal, net of the contuattee.

» VMware provides various transition services to RaldSupport costs incurred by VMware are reimbditeeVMware and are record
as a reduction to the costs incurred by VMware.
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Information about VMware’s revenues and receiptenfisuch arrangements with EMC during the threesinthonths endedune 30, 201
and 2014 and unearned revenues as of June 30aR@1Becember 31, 2014 consisted of the followiaglé& in millions):

Revenues and Receipts from Unearned Revenues from
EMC EMC
Three Months Ended Six Months Ended
June 30, June 30, June 30, December 31,
2015 2014 2015 2014 2015 2014
Reseller revenues $ 69 $ 43 % 131 $ 8¢ $ 261 $ 29C
Internal-use revenues 6 5 9 13 14 18
Professional services revenues 24 18 48 4C 3 9
Agency fee revenues 3 1 4 2 — —
Reimbursement for transition services 1 — 2 2 n/e n/e

VMware and EMC engaged in the following ongoingiebmpany transactions, which resulted in costéMavare:
* VMware purchases and leases products and purckasases from EM(

* From time to time, VMware and EMC enter into agreets to collaborate on technology projects, and \&kénpays EMC for servic
provided to VMware by EMC related to such projects.

* In certain geographic regions where VMware doashave an established legal entity, VMware cantsravith EMC subsidiaries for
support services and EMC personnel who are manag®&diware. The costs incurred by EMC on VMware'$iai related to these
employees are charged to VMware with a mark-umitiée to approximate costs that would have beernrriedihad VMware
contracted for such services with an unrelateditharty. These costs are included as expenses amav®/s condensed consolidated
statements of income and primarily include salabesefits, travel and rent expenses. EMC alsargncertain administrative costs on
VMware’s behalf in the U.S. that are recorded gzeeses on VMware’s condensed consolidated stateroéiricome.

Information about VMware’s costs from such arrangata with EMC for the three and six months endett B0, 2015 and 20Tbnsistec
of the following (table in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Purchases and leases of products and purchases/ices $ 12 $ 12 $ 31 % 33
Collaborative technology project costs 1 3 3 7
EMC subsidiary support and administrative costs 26 35 54 76

VMware also purchases EMC products through EMC&nhbl partners. Purchases of EMC products throbd@'& channel partners were
$18 million and $26 million during the three and sionths ended June 30, 2015 , respectively, andifi®n and $11 million during the three
and six months ended June 30, 2014, respectively.

Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger wasiapgabChief Executive Officer of VMware. Prior toifjiing VMware, Mr. Gelsinger
was the President and Chief Operating Officer of@EMformation Infrastructure Products. Mr. Gelsingstains certain of his EMC equity
awards that were held as of September 1, 2012 @edmtinues to vest in such awards. Stock-basegensation related to Mr. Gelsinger’s
EMC awards are being recognized on VMware’s conelgiesnsolidated statements of income over the aivegthaining requisite service
periods.
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Tax Sharing Agreement with EMC

Pursuant to a tax sharing agreement between VMaradEMC, payments are made between VMware and EN&Eed to VMware's
portion of federal income taxes on EMC's consoéidatx return as well as income taxes for stat@gioh combined state income tax returns
are filed. The following table summarizes thesenpagts made between VMware and EMC during the thnekesix months ended June 30,
2015 and 2014 (table in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Payments from VMware to EMC $ 43 % — $ 2 $ 20

Payments made by VMware to EMC result from VMwaagihg a tax liability. The amount that VMware pagsEMC for its portion of
federal income taxes on EMC'’s consolidated taxrretliffers from the amount VMware would owe on pa®te return basis, and the
difference is presented as a component of stockhsgiléquity. During the three and six months endaghe 30, 2015 and 2014 , the
difference between the amount of tax calculated stand-alone basis and the amount of tax calcufsethe tax sharing agreement was not
material.

Due To/From Related Parties, N

As a result of the related party transactions \E®C described above, amounts due to and from ck|zdeties, net as of June 30, 2015 an
December 31, 2014 consisted of the following (tablmillions):

June 30, December 31,
2015 2014
Due to related parties $ (85 $ (76)
Due from related parties 77 12t
Due (to) from related parties, net $ 8 $ 49
Income tax due (to) from related parties $ 6 $ (40

Balances due to or from related parties, whichuarelated to tax obligations, are generally sefitbechsh within 60 days of each quarter-
end. The timing of the tax payments due to and frelated parties is governed by the tax sharingegent with EMC.

Notes Payable to EM(

VMware and EMC entered into a note exchange agreeameJanuary 21, 2014 providing for the issuarfidaree promissory notes in the
aggregate principal amount of $1,500 million . Thial debt of $1,500 million includes $450 millittmat was exchanged for the $450 million
promissory note issued to EMC in April 2007, as adezl and restated in June 2011.

The three notes issued may be prepaid without fjeaapremium, and outstanding principal is duglmnfollowing dates: $680 million
due May 1, 2018 , $550 million due May 1, 2020 &2d0 million due December 1, 2022 . The notes lretarest, payable quarterly in arrears,
at the annual rate of 1.75% . During the threesixanonths ended June 30, 2015 , $7 million andr$iliBon , respectively, of interest expense
was recognized. During the three and six monthe@ddne 30, 2014 , $7 million and $12 million pextively, of interest expense was
recognized.

L. Segment Information

VMware operates in one reportable operating segntieus all required financial segment informatt@m be found in the condensed
consolidated financial statements. Operating se¢gree defined as components of an enterprise adldoh separate financial information is
evaluated regularly by the chief operating decisiaker in deciding how to allocate resources asdssing performance. VMware’s chief
operating decision maker allocates resources asebsss performance based upon discrete finanfoaiiation at the consolidated level.
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Revenues by geographic area for the three and @ntha ended June 30, 2015 and 2014 were as fo{tabie in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
United States $ 74z $ 68 $ 1,50 $ 1,332
International 77¢ 774 1,52¢ 1,48t
Total $ 1,521 $ 1,457 $ 3,032 % 2,811

Revenues by geographic area are based on thecshii#tesses of VMwargcustomers. No individual country other than tmitédl State
accounted for 10% or more of revenues for the threksix months ended June 30, 2015 and 2014 .

Long-lived assets by geographic area, which primarclude property and equipment, net, as of %2015 and December 31, 2014
were as follows (table in millions):

June 30, December 31,
2015 2014
United States $ 834 $ 801
International 14€ 117
Total $ 98C $ 91¢

No individual country other than the United Staaesounted for 10% or more of these assets as ef 32015 and December 31, 2014 ,
respectively.
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ITEM 2. MANAGEMENT’" S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following management's discussion and ana({8IB&A”") is provided in addition to the accompanyjrcondensed consolidated
financial statements and notes to assist in urateisig our results of operations and financial émal Financial information as of June 30,
2015 should be read in conjunction with our coigstéd financial statements for the year ended Déee 31, 2014 contained in our Form 10-
K filed February 26, 2015.

All dollar amounts expressed as numbers in this MO&xcept share and per share amounts) are iromélliPeriod-over-period changes
are calculated based upon the respective underlgomyrounded data. Unless the context requiresraike, we are referring to VMware, Inc.
and its consolidated subsidiaries when we usectimest “VMware,” the “Company,” “we,” “our” or “us.”

Overview

The information technology (“IT”) industry is tradiesming, moving from a hardware-based traditionaldel to one of a software-defined
infrastructure. We are the leader in virtualizatiofnastructure solutions utilized by organizatiagaselp transform the way they build, deliver
and consume IT resources. We develop and markgiroduct and service offerings within three maiodurct groups and we also leverage
synergies across these three product and senges:ar

» SDDC or Softwardefined Data Cent
» Hybrid Cloud Computin
e EndUser Computin

Historically, the majority of our license sales baeen from our standalone vSphere product, wkiatcluded in our compute product
category within our SDDC architecture. However, rabe last two years, standalone vSphere prodcensie sales are slowing, while the
growth rate of license sales beyond our standal®phere product are continuing to increase as avssition to offering a wider range of
products and services to enable the entire SDDGhésransformation of the IT industry continueg, éxpect that our growth rates will be
increasingly derived from sales of our newer praslusuites and services solutions across our SD@topio, beyond standalone vSphere. For
example, we have experienced continued growthles salumes, production use and number of custombeshave purchased VMware NSX,
our network virtualization solution, throughout 204nd during the six months ended June 30, 2015al¥¢econtinue to see traction of our
Virtual SAN product and other newer offerings.

Hybrid cloud computing, comprised of VMware vCloAit (“vCloud Air”") and VMware vCloud Air Network (V\CAN") Service Providel
Program offerings, continued to experience growtting) the three and six months ended June 30, 20&5lan to continue to expand our
hybrid cloud global footprint as well as our seevifferings. Due to the nature of these offerimggenues are recognized over a period of t

Our end-user computing solutions include our Harimmrkplace suites and enterprise mobile manageaoféarings, led by our AirWatch
mobile solutions. Currently, our AirWatch businessdels include an on-premise solution that we dffesugh the sale of perpetual licenses
and an off-premise solution that we offer as sofeaas-a-service (“SaaS”). AirWatch products andises continued to contribute to the
growth of our end-user computing products durirgttiree and six months ended June 30, 2015. Oestiments in AirWatch resulted in
increased operating expenses during the six mamitied June 30, 2015, primarily driven by employsdated costs, including expenses we
recognized in connection with installment paymeatsertain key employees as part of the acquisiisrwell as amortization of purchased
intangible assets.

Approximately 70% of our sales are denominatedhél.S. dollar, however, we also invoice and colle¢he euro, the British pound, the
Japanese yen, the Australian dollar and the Chirgsrinbi in their respective regions. As a result; financial statements, including our
revenues, operating expenses, unearned revenukthearesulting cash flows derived from the U.Slad@quivalent of foreign currency
transactions are impacted by foreign exchangeuatins. Foreign currency fluctuations have hadgative impact on the growth rate of our
revenues during 2015, the amount of unearned regmcognized derived from sales denominated &idgorcurrencies, and the U.S. dollar
equivalent of foreign currency cash collections. Ndege also benefited from operating expenses iaduand paid in currencies other than the
U.S. dollar.

We generally sell our solutions using enterpriseaments (“EAs”) or as part of our non-EA, or traeteonal, business. EAs are
comprehensive volume license offerings, offeredhlsiitectly by us and through certain channel pastnthat also provide for multi-year
maintenance and support.
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Results of Operations
Revenue:

Our revenues during the three and six months eddee 30, 2015 and 2014 were as follows:

Three Months Ended Six Months Ended
June 30, $ Change % Change June 30, $ Change % Change
Constant Constant
2015 2014 Actual Actual Currency 2015 2014 Actual Actual Currency
Revenues:
License $ 63 $ 614 $ 24 4% 9% $ 1,21¢ $ 1,178 $ 39 3% 8%
Services:
Software
maintenanc 82¢ 737 91 12 1,641 1,43¢ 20z 14
Professional
services 13C 10€ 24 23 252 204 48 24
Total service! 95¢ 84: 11& 14 1,89 1,64z 251 15
GSA
settlement (76) — (76) n/e (76) — (76) n/e
Total
revenues $ 1,521 $ 1,451 $ 64 4 g8 $ 303 $ 2817 $ 21t 38 10
Revenues:
United States$ 74z % 68z $ 59 9% $ 150¢ $ 1332 % 17z 13%
International 77¢ 774 5 1 1,52¢ 1,48¢ 43 3
Total
revenues $ 1521 $ 1,457 $ 64 4 g $ 303k $ 2817 $ 21t 38 10

In order to provide a comparable framework for assg how our business performed, adjusted fointipact of foreign currency
fluctuations, management analyzes year-over-yeansie and total revenues growth on a constantrayrizasis. License and total revenues
recognized during the current period derived fram-t.S. dollar based transactions were convert@dunS. dollars using the exchange rates
that were effective in the comparable prior yeaique The calculated current period license andltiavenues, adjusted for foreign currency
fluctuations, is compared to the license and taatnues of the comparable prior year period, perted, in calculating license and total
revenue growth in constant currency.

Hybrid cloud, including vCAN and vCloud Air, andm8aas offerings, including our Airwatch mobilewg@ns, increased to greater than
6% of our total revenues during the three and sixtims ended June 30, 2015 . We expect our hyligtichnd Saa$S offerings will continue to
grow and represent an increasing percentage dfreatanues in future periods. vCAN revenues areeg@ly included in license revenues and
our Saas revenues, including vCloud Air and oukMetch mobile solutions, are included in both liasd services revenues.

License Revenues

License revenues during the three and six monttiscedune 30, 2015 were up 4% and 3% , respecticetypared to the same periods in
the prior year. Our license revenues increasedgriiiynas a result of increased sales of our emgrginduct offerings, including AirWatch
mobile solutions, as well as revenues from our iolybloud offerings. Sales of products beyond stiordavSphere, including vSphere with
Operations Management, also contribute to liceagenues growth, partially offset by a decline in standalone vSphere product license s
Our license revenues growth rate also continubg teegatively impacted by changes in the value®it.S. dollar against foreign currencie
which we invoice.

The anticipated continued revenue growth of ourigytioud and SaaS offerings are expected to adleimpact the growth rate of our
license revenues during the remainder of 2015 awilveecognize less revenue up-front than we watlierwise recognize as part of a multi-
year license arrangement. Additionally, we expéetinges in foreign currency to continue to havergmaict on our license revenues gro'
rate.

Services Revenues

During the three and six months ended June 30, 26&fiware maintenance revenues benefited fromwals, multi-year software
maintenance contracts sold in previous periodsaaigitional maintenance contracts sold in conjumctiith new software license sales. In e
period presented, customers bought, on average than 24 months of support and maintenance with eaw license purchased, which we
believe demonstrates our customers’ commitmenttds®DC strategy.
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Professional services revenues increased durinthtee and six months ended June 30, 2015 compated same periods in 2014, which
is attributable to growth in our license sales andncrease in our solution-based selling. As weinae to invest in our partners and expand
our ecosystem of third-party professionals withestipe in our solutions to independently providef@ssional services to our customers, our
professional services revenues will vary basecherdelivery channels used in any given period dsagehe timing of engagements.

GSA settlement

During June 2015, we reached an agreement witB#partment of Justice (“DOJ”) and the General SewiAdministration (“GSA”) to
pay $76 to resolve allegations that our governrsales practices between 2006 and 2013 had vidla¢eiéderal False Claims Act. The
settlement was paid and recorded as a reductioardbtal revenues during the three months ended 30, 2015 .

Unearned Revenues

Our unearned revenues as of June 30, 2015 and [becé&h, 2014 were as follows:

June 30, 2015 December 31, 2014

Unearned license revenues $ 481 $ 48¢
Unearned software maintenance revenues 3,89¢ 3,90¢
Unearned professional services revenues 43¢ 44C
Total unearned revenues $ 481 $ 4,83:

Unearned license revenues are generally recognjzen delivery of existing or future products ongegs, or they are otherwise
recognized ratably over the term of the arrangentarttire products include, in some cases, ememinducts that are offered as part of
product promotions where the purchaser of an exjgiroduct is entitled to receive the future pradatao additional charge. To the extent the
future product has not been delivered and vendeciBp objective evidence (“WSOE”) of fair valuergaot be established, the revenue for the
entire order is deferred until such time as alldmat delivery obligations have been fulfilled. Tdm®ount of unearned revenues is impacted by
timing of both product promotion offers and deliverf the future products offered as part of a padgwomotion. In the event the arrangement
does not include professional services, unearmmedsie revenues may also be recognized ratabhg fustomer is granted the right to receive
unspecified future products or VSOE of fair valuetbe software maintenance element of the arrangedoes not exist. Total unearned
license revenues may vary over periods for a wadéfactors, including the type and level of prdions offered, and the timing of when the
products are delivered upon general availability.

Unearned software maintenance revenues are prjnadilbutable to our maintenance contracts andyarerally recognized ratably over
the contract period. The weighted-average remaitang at June 30, 2015 was approximately 2.0 yedrearned professional services
revenues result primarily from prepaid professi@ebices, including training, and are generalbogmized as the services are delivered. Our
total unearned revenues are impacted by the anamghtiming of sales as well as fluctuations inftreign currencies in which we invoice.

Cost of License Revenues, Cost of Services ReveanégOperating Expenses

Our cost of services revenues and operating expemsee primarily impacted by increasing headcownet,of realignment activities
discussed below. Headcount during the three anctheiths ended June 30, 2015 continued to incraas¢odorganic growth. The increased
headcount has resulted in higher cash-based engpleyated expenses across most of our income statearpense categories when compare
to the same period in 2014, and we expect thiglttertontinue.

24




Table of Contents

Cost of License Revenues

Our cost of license revenues principally consisthe cost of fulfillment of our software, royalgpsts in connection with technology
licensed from thirdaarty providers and amortization of intangible #éss€he cost of fulfilment of our software inclgdEl development effort

personnel costs and related overhead associatedheiphysical and electronic delivery of our saiitevproducts.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 $ Change % Change 2015 2014 $ Change % Change
Cost of license revenues $ 46 $ 45 % — —% $ 95 3 94 3 — — %
Stock-based compensation — 1 — (20) 1 2 — ()]
Total expenses $ 46 3 4€ 3 — — 3 % % % $ — —
% of License revenues 7% 8% 8% 8%

Cost of license revenues was relatively flat whemparing three and six months ended June 30, 204 2@14.

Cost of Services Revenues

Our cost of services revenues primarily includesdbsts of personnel and related overhead to deéeanical support for our products
and to provide our professional services. Additiignaur costs of services revenues include castged to our IT development efforts and
depreciation on equipment supporting our servideriofgs. As we continue to invest in and grow basfrom our hybrid cloud, SaaS and
professional services offerings, we expect oud wiats of services revenues to continue to inereas

Three Months Ended Six Months Ended

June 30, June 30,
$
2015 2014 Change % Change 2015 2014 $ Change 9% Change
Cost of services revenues$ 194 $ 161 $ 32 20% $ 37t $ 308 % 72 24%
Stock-based compensation 10 11 Q) (5) 22 20 1 6
Total expenses $ 204 $ 172 $ 31 18 $ 397 $ 322 $ 74 23
% of Services revenues 21% 20% 21% 20%

Cost of services revenues increased during the #md six months ended June 30, 2015 comparee &athe periods in 2014 primarily
driven by the growth in cash-based employee-relatg@nses of $26 and $56, respectively, due tonarggowth in headcount for the three
and six months ended June 30, 2015. Our acquisifidyirWatch, which occurred during the three manémded March 31, 2014, also
contributed to the growth in cash-based employ&se® expenses during the six months ended Juri2036, In addition, the growth of our
hybrid cloud and SaaS offerings led to an incréa®eir professional services costs of $15 durirgsitt months ended June 30, 2015 .
Additionally, increases in equipment, depreciatonl facilities-related costs of $13 and $21 dutimgthree and six months ended June 30,
2015, respectively, contributed to the increaseost of services revenues. These increases werallgaffset by the positive impact of $13
and $22 during the three and six months ended 3002015 , respectively, from fluctuations in thxelange rate between the U.S. dollar and

the foreign currencies in which we incur expenses.

25




Table of Contents

Research and Development Expenses

Our research and development expenses includestBermel and related overhead associated withabelapbment of our product
software and service offerings.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 $ Change % Change 2015 2014 $ Change % Change
Research and developme $ 26  $ 251 $ 18 7% $ 52C $ 484 % 37 8 %
Stock-based compensation 53 66 (12 (19 107 12¢€ (29 (15)
Total expenses $ 322 $ 317 $ 6 2 $ 627 $ 61C $ 18 3
% of Total revenues 21% 22% 21% 22%

Research and development expenses increased theitiyree and six months ended June 30, 2015 cedhpathe same periods in 2014.
The increase was primarily due to growth in caskedeemployee-related expenses of $23 and $47 dimértipree and six months ended June
30, 2015, respectively, due to organic growth iadwunt. Our acquisition of AirWatch during theetarmonths ended March 31, 2014, also
contributed to the growth in cash-based employkse® expenses during the six months ended Jur2036, Additionally, facilities-related
costs contributed to the increase of research andldpment expenses during the three and six memidhsd June 30, 2015 . The increase in
research and development expenses during theahoesix months ended June 30, 2015 was partidkenlby a decrease in stock-based
compensation of $12 and $19, respectively, primasl a result of certain awards becoming fully @ésh fiscal year 2014, as well as by the
positive impact from fluctuations in the exchangeerbetween the U.S. dollar and the foreign curesna which we incur expenses during the
three and six months ended June 30, 2015 .

Sales and Marketing Expenses

Our sales and marketing expenses include personetd, sales commissions and related overheadiatgesbwith the sale and marketing
of our license and services offerings, as welhascbst of product launches. Sales commissiongearerally earned and expensed when a firrr
order is received from the customer. Sales and etiagkexpenses also include the net impact fronedpenses incurred and fees generated b
certain marketing initiatives.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 $ Change % Change 2015 2014 $ Change % Change
Sales and marketing $ 52z $ 501 $ 22 4% $ 1,01¢ $ 934 $ 83 9 %
Stock-based compensation 43 43 2 4 81 84 2 (3)
Total expenses $ 56t $§ 544 % 20 4 $ 1,0C $ 1,018 $ 81 8
% of Total revenues 3% 3% 36% 36%

Sales and marketing expenses increased duringrde and six months ended June 30, 2015 compathd game periods in 2014,
primarily driven by growth in cash-based employeksted expenses of $31 and $94, respectively,alaeganic growth in headcount and
higher commission expense due to increased salesigoOur acquisition of AirWatch during the thmaenths ended March 31, 2014, also
contributed to the growth in cash-based employ&se® expenses during the six months ended Jur2038, Also, costs incurred for
marketing programs increased by $12 during thensirths ended June 30, 2015 compared to the saiioe peprior year. Additionally, an
increase in facilities-related costs of $7 and 8afing the three and six months ended June 30,,28%pectively, also contributed to the
increase in sales and marketing expenses. Thesag®s in expenses during the three and six mentled June 30, 2015 were partially offset
by the positive impact of $29 and $52, respectivieym fluctuations in the exchange rate betweenUts. dollar and the foreign currencies in
which we incur expenses.
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General and Administrative Expenses

Our general and administrative expenses includeopeel and related overhead costs to support thalbbusiness. These expenses
include the costs associated with our finance, luraaources, IT infrastructure and legal, as welxpenses related to corporate costs and
initiatives.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 $ Change % Change 2015 2014 $ Change % Change
General and administrativ$ 162 $ 161 $ 2 1% $ 33 $ 29t % 40 14%
Stock-based compensation 17 18 — 2 31 35 3 9
Total expenses $ 18C $ 17¢ % 1 1 $ 367 $ 33 $ 37 11
% of Total revenues 12% 12% 12% 12%

General and administrative expenses remainedvehafilat during the three months ended June 3052ihd increased during the six
months ended June 30, 2015 compared to the samoeper 2014. We have made and will continue to enaktallment payments to certain
key employees of AirWatch subject to the achievaméspecified future employment conditions. Weogized compensation expense of
and $81 during the three and six months ended 3002015, respectively, relating to these instafiopayments compared to $41 and $60
during the three and six months ended June 30,,26%gectively. Other cash-based employee-relatedrses increased by $5 and $15 during
the three and six months ended June 30, 2015,atbsgdg, due to incremental organic growth in headd. Additionally, the increase in
equipment and depreciation costs of $9 and $1thithree and six months ended June 30, 2015,atasgdg, contributed to the increase in
general and administrative costs. These increases partially offset by a decrease in litigatiorstso

Realignment Charges

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 $ Change % Change 2015 2014 $ Change % Change
Realignment charges $ 2 $ 1 $ — 3% $ 21 % @ $ 22 (1,685%
% of Total revenues — % — % 1% — %

During the three months ended March 31, 2015, weirghted approximately 350 positions across allanfjnctional groups and
geographies to streamline our operations. As dtrekthese actions, $21 of realignment chargeswecognized during the six months ended
June 30, 2015, which consisted of severance-retatsis. An immaterial credit was recognized duthethree months ended June 30, 2015 .
As of June 30, 2015 , $2mained in accrued expenses and other on the gsedeonsolidated balance sheets and is expechedpaid during
2015.

Income Tax Provision

Our quarterly effective tax rate, including diseréems was 19.3% and 15.5% during the three anehsnths ended June 30, 2015,
respectively. For the three and six months endad 30, 2014, our effective tax rate, including dise items was 17.5% and 18.1% ,
respectively. The change in our quarterly effectaserate was primarily due to the shift in the mbour earnings from our lower tax non-U.S.
jurisdictions to the U.S. and the amount and timohgecognition of discrete items including a $¥héfit recognized in connection with t
GSA settlement which occurred during the quarter.

Our rate of taxation in non-U.S. jurisdictionsasver than our U.S. tax rate. Our non-U.S. earnargsprimarily earned by our subsidiaries
organized in Ireland, and as such, our annual &ffetax rate can be significantly impacted by & of our earnings in the U.S. and non-U.S.
jurisdictions.

We are included in the EMC consolidated group fd8.Jederal income tax purposes, and expect tareanto be included in such
consolidated group for periods in which EMC ownteast 80% of the total voting power and value wf @ombined outstanding Class A and
Class B common stock as calculated for U.S. fedecaime tax purposes. The percentage of voting pawe value calculated for U.S. federal
income tax purposes may differ from the percentdgritstanding shares beneficially owned by EMC ttuthe greater voting power of our
Class B common stock as compared to our Class Ammwstock and other factors. Each member of a ¢idlased group during any part of a
consolidated return year is jointly and severa#yle for tax on the consolidated return of suchryand for any subsequently determined
deficiency thereon. Should EMC’s ownership falldvel80% of the total voting power or value of outstanding stock in any period, then we
would no
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longer be included in the EMC consolidated groupdds. federal income tax purposes, and our U &erfd income tax would be reported
separately from that of the EMC consolidated group.

Although we file a consolidated federal tax retwith EMC, the income tax provision is calculatethparily as though we were a separate
taxpayer. However, certain transactions that weEMi€ are parties to are assessed using consolittadturn rules. Our effective tax rate in
the periods presented is the result of the mixiobime earned in various tax jurisdictions that appbroad range of income tax rates. The rate
at which the provision for income taxes is caloedbdliffers from the U.S. federal statutory income tate primarily due to different tax rates in
non-U.S. jurisdictions where income is earned.

The EMC consolidated group is routinely under abglithe Internal Revenue Service (the “IR).U.S. federal income tax matters he
been concluded for years through 2008. The IRS camced a federal income tax audit for the tax y2809 and 2010 in the third quarter of
2012, and commenced an audit of tax year 2011 glahi& first quarter of 2015. The federal incomedagit for the tax years 2009 and 2010 is
ongoing.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, changes inuginéss, regulations, or rates, changing
interpretation of existing laws or regulations, thmpact of accounting for stock-based compensatimimpact of accounting for business
combinations and shifts in the amount of earnimghé U.S. compared with other regions in the waddvell as the expiration of statute of
limitations and settlement of audits.

Our Relationship with EMC

As of June 30, 2015 , EMC owned 43,025,000 shdr€ass A common stock and all 300,000,000 shar€lass B common stock,
representing 81.1% of our total outstanding shafe®@mmon stock and 97.4&6 the combined voting power of our outstanding ooom stock

The information provided below includes a summédtrthe transactions entered into with EMC and EM&asolidated subsidiaries
(collectively “EMC™). EMC acquired VCE Company LLCVCE") during the fourth quarter of 2014. Transacs with VCE from the date
EMC acquired the controlling interest in VCE hawesb included in the tables below.

Transactions with EMC

We and EMC engaged in the following ongoing intenpany transactions, which resulted in revenues@ceipts and unearned revenues

for us:

Pursuant to an ongoing reseller arrangement BiMIC, EMC bundles our products and services withEd/products and sells them
end users.

EMC purchases products and services from us fernat use
We provide professional services to end users baged contractual agreements with El

From time to time, we and EMC enter into agreet®¢o collaborate on technology projects, and EM§s us for services that we
provide to EMC in connection with such projects

Pursuant to an ongoing distribution agreemestaat as the selling agent for certain productssandces of Pivotal Software, Inc.
(“Pivotal”), a subsidiary of EMC, in exchange far agency fee. Under this agreement, cash is cetlfocdm the end user by us and
remitted to Pivotal, net of the contractual fee.

We provide various transition services to PilidBapport costs incurred by us are reimbursedstand are recorded as a reduction to
the costs incurred by us.

Information about our revenues and receipts froolh surangements with EMC during the three and sirtins ended June 30, 2015 and
2014 and unearned revenues as of June 30, 201Bear@inber 31, 2014 consisted of the following:

Revenues and Receipts from Unearned Revenues from

EMC EMC
Three Months Ended Six Months Ended
June 30, June 30, June 30, December 31,
2015 2014 2015 2014 2015 2014
Reseller revenues $ 68 $ 43 % 131 % 8 $ 261 $ 29C
Internal-use revenues 6 5 9 13 14 18
Professional services revenues 24 18 48 4C 3 9
Agency fee revenues 3 1 4 2 — —
Reimbursement for transition services 1 — 2 2 n/e n/e
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We and EMC engaged in the following ongoing intempany transactions, which resulted in costs to us:
* We purchase and lease products and purchase sefnaoe EMC

« From time to time, we and EMC enter into agreets¢o collaborate on technology projects, and aeEMC for services provided to
us by EMC related to such projects.

» In certain geographic regions where we do ngtlan established legal entity, we contract withE8libsidiaries for support services
and EMC personnel who are managed by us. The immstsed by EMC on our behalf related to these eygxs are charged to us
with a markup intended to approximate costs that would haes liecurred had we contracted for such servicds antunrelated thil
party. These costs are included as expenses aoodensed consolidated statements of income anhply include salaries,
benefits, travel and rent expenses. EMC also incertsin administrative costs on our behalf inth8. that are recorded as expenses
on our condensed consolidated statements of income.

Information about our costs from such arrangemertts EMC for the three and six months ended June8@5 and 2014 consisted of the
following:

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Purchases and leases of products and purchases/ices $ 12 $ 12 $ 31 % 33
Collaborative technology project costs 1 3 3 7
EMC subsidiary support and administrative costs 26 35 54 76

We also purchase EMC products through EMC's chapeméthers. Purchases of EMC products through EMIGisnel partners were $18
and $26 during the three and six months ended 3002015 , respectively, and $8 and $11 duringhhee and six months ended June 30,
2014, respectively.

Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger wasiamgabChief Executive Officer of VMware. Prior toifiing VMware, Mr. Gelsinger
was the President and Chief Operating Officer ofEEMformation Infrastructure Products. Mr. Gelsingetains certain of his EMC equity
awards that were held as of September 1, 2012 adiitinues to vest in such awards. Stock-base@eonsation related to Mr. Gelsinger’s
EMC awards are being recognized on our condensesbtidated statements of income over the awarasaieing requisite service periods.

Tax Sharing Agreement with EMC

Pursuant to a tax sharing agreement between uEM@&] payments are made between us and EMC relatedrtportion of federal incon
taxes on EMC's consolidated tax return as welhasme taxes for states in which combined statenirectax returns are filed. The following
table summarizes these payments made between EM@diuring the three and six months ended JOn@@15 and 2014 :

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Payments from us to EMC $ 43 % — $ 2 $ 20

Payments made by us to EMC result from us havitax #iability. The amount that we pay to EMC forrqaortion of federal income taxes
on EMC's consolidated tax return differs from tlecaint we would owe on a separate return basisttendifference is presented as a
component of stockholders’ equity. During the éhamd six months ended June 30, 2015 and 2B#4difference between the amount of
calculated on a stand-alone basis and the amouaxk @flculated per the tax sharing agreement wamaterial.
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Due To/From Related Parties, N

As a result of the related-party transactions \ERC described above, amounts due to and from ck[zdeties, net as of June 30, 2@l
December 31, 2014 consisted of the following:

June 30, December 31,
2015 2014
Due to related parties $ (85 $ (76)
Due from related parties 77 12t
Due (to) from related parties, net $ 8 $ 49
Income tax due (to) from related parties $ 6 $ (40

Balances due to or from related parties, whichuarelated to tax obligations, are generally sefitbechsh within 60 days of each quarter-
end. The timing of the tax payments due to and frelated parties is governed by the tax sharingegent with EMC.

Notes Payable to EM(

We and EMC entered into a note exchange agreemerdraary 21, 2014 providing for the issuance kdelpromissory notes in the
aggregate principal amount of $1,500 . The totat @& $1,500 includes $450 that was exchangedh®$50 promissory note issued to EMC
in April 2007, as amended and restated in June.2011

The three notes issued may be prepaid without peaapremium, and outstanding principal is dugtanfollowing dates: $680 due May
1, 2018, $550 due May 1, 2020 and $270 due Deceinl2922 . The notes bear interest, payable giaitearrears, at the annual rate of
1.75% . During the three and six months ended 30n2015 , $7 and $13, respectively, of intergpease was recognized. During the three
and six months ended June 30, 2014 , $7 and &kpectively, of interest expense was recognized.

Liquidity and Capital Resources

At June 30, 2015 and 2014 , we held cash, caslva&guis and short-term investments as follows:

June 30,
2015 2014
Cash and cash equivalents $ 1,791 $ 2,05¢
Short-term investments 5,20¢ 4,58:
Total cash, cash equivalents and short-term inverstsn $ 6,99¢ $ 6,637

As of June 30, 2015 , we held a diversified poitfoff money market funds and fixed income secugitaaling $6,209 . Our fixed income
securities are denominated in U.S. dollars andisboghighly liquid debt instruments of the U.So¥&rnment and its agencies, municipal
obligations, and U.S. and foreign corporate debuistes. We limit the amount of our domestic antérnational investments with any single
issuer and any single financial institution, ansbahonitor the diversity of the portfolio, therettiyersifying the credit risk. As of June 30,
2015, our total cash, cash equivalents and shaort-investments were $6,996 , of which $5,565 vedd butside the U.S. If these overseas
funds were needed for our operations in the U.8.wauld be required to accrue and pay U.S. taxdh@related undistributed earnings to
repatriate these funds. However, our intent isittefinitely reinvest our nohkkS. earnings in our foreign operations and ourssurplans do nc
demonstrate a need to repatriate them to fund dsir dperations.

We expect that cash generated by operations witlngorimary source of liquidity. We also beliebat existing cash and cash equivale
together with any cash generated from operatiofiwisufficient to meet normal operating requiretsefor at least the next twelve months.
While we believe our existing cash and cash eqgeitaland cash to be generated by operations willifiicient to meet our normal operating
requirements, our overall level of cash needs neaiyripacted by the number and size of acquisitiongstments and stock repurchases.
Should we require additional liquidity, we may séelarrange debt financing or enter into creditlifées.
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Our cash flows summarized for the three months @ddee 30, 2015 and June 30, 2014 were as follows:

Six Months Ended

June 30,
2015 2014
Net cash provided by (used in):
Operating activities $ 99¢ $ 1,15¢
Investing activities (4049) (2,060
Financing activities (87%) 65C
Net decrease in cash and cash equivalents $ (280 ¢ (257)

Operating Activities

Cash provided by operating activities decreasefil®0 during the six months ended June 30, 2015 acedpo the same period in 2014
mainly due to the change in unearned revenues hasvihe change in income taxes payable as atr@fsisix payments made to EMC under
tax sharing agreement. Under the tax sharing agregmwe are obligated to pay EMC an amount equilddax expense generated by us that
EMC may recognize in a given year on its consodidaax return. During the six months ended Jun805, we paid $92 to EMC under the
tax sharing agreement compared to $20 during thmenths ended June 30, 2014. Additionally, casiided by operating activities during
the six months ended June 30, 2015 also reflegtmgats for legal settlements, primarily $76 for G8A settlement, and increases in payroll
and operating expenses resulting from growth irdbeantrelated expenses driven by the AirWatch acquisitiociuding installment paymer
made to certain key employees of AirWatch. Theseadses were partially offset by a change in adsowteivable as a result of an increa
cash collections.

The strengthening of the U.S. dollar that started ih&20egatively impacted the U.S. dollar equivaldrdwr foreign currency collections.
Even if the U.S. dollar stabilizes at its currlavel for the remainder of 2015, our cash flowsrfroperations will remain negatively impacted
during 2015. Also, we expect higher tax paymenisigact our cash flows from operations during 204dditionally, cash flows from
operations will be further impacted by installmpayments of approximately $131 to certain key eygs of AirWatch for the remainder of
2015.

Investing Activities

Cash used in investing activities is generallyilamtable to the purchase of available-for-sale gées, business acquisitions, and capital
expenditures. Cash provided by investing activiieésnpacted by the sales and maturities of ouil@e-for-sale securities.

Cash used in investing activities decreased duhiagix months ended June 30, 2015 compared teathe period in 2014 primarily as a
result of our acquisition of AirWatch for $1,068rihg the three months ended March 31, 2014.

Financing Activities

Net cash used in financing activities increasednduthe six months ended June 30, 2015 compartiteteame period in 2014 primarily as
a result of an increase in our repurchase of comsihack. Additionally, during the six months endedd 30, 2014, we benefited from a cash
inflow as a result of our notes payable exchangeeagent with EMC. Refer to sections below for fartinformation.

Notes Payable to EM(
As of June 30, 2015, $1,500 remained outstandingotes payable to EMC, with interest payable quiyrin arrears.

In connection with our acquisition of AirWatch, watered into a note exchange agreement with EM@aanary 21, 2014 providing for
the issuance of three promissory notes in the ag¢geprincipal amount of $1,500 . The total det#b500 includes $450 that was exchanged
for the $450 promissory note issued to EMC in ApiD7, as amended and restated in June 2011.

The three notes issued have the following princgmabunts and maturity dates: $680 due May 1, 2&B50 due May 1, 2020 and $270
due December 1, 2022 .

The notes bear interest at the annual rate of 1.75%rest is payable quarterly in arrears. Thiesimay be prepaid without penalty or
premium. We drew down on all three notes in lateuday 2014.

Stock Repurchase Progra

From time to time, we repurchase stock pursuaatitborized stock repurchase programs in open maegatactions or privately
negotiated transactions as permitted by secutd#igs and other legal requirements. We are not atdijto purchase
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any shares under our stock repurchase programdiriiimg of any repurchases and the actual numbehafes repurchased depends on a
variety of factors, including our stock price, casfjuirements for operations and business combimgtcorporate and regulatory requirements
and other market and economic conditions. Purcheeede discontinued at any time we believe aduitipurchases are not warranted. All
shares repurchased under our stock repurchaseaprsgre retired. On January 27, 2015, our BoaRirettors authorized the repurchase of
up to an additional one billion dollars of our Glas common stock through the end of 2017. Durirgggix months ended June 30, 2015 , we
repurchased 10.1 million shares for an aggregatehpse price of $850 . As of June 30, 2015 , tmeutative authorized amount remaining for
repurchase under an authorized program was $1R&€er to Note J to the condensed consolidatedi¢iahstatements in Part |, Item 1 of this
Quarterly Report on Form 10-Q for further discussio

We are increasing our share buyback goal compareztent years, and as a result, we expect tockase approximately $1,250 of our
Class A common stock in 2015.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statementbaged upon the selection and application of adamyprinciples generally accepted in
the United States of America (“GAAP”) that requirge to make estimates and assumptions about futeresethat affect the amounts reported
in our financial statements and the accompanyirigad-uture events and their effects cannot berdeted with certainty. Therefore, the
determination of estimates requires the exercigedgfiment. Actual results could differ from thostimates, and any such differences may be
material to our financial statements. We belieat the critical accounting policies set forth wittiiem 7 of our 2014 Annual Report on Form
10-K may involve a higher degree of judgment anghglexity in their application than our other sigoéint accounting policies and represent
the critical accounting policies used in the pragian of our financial statements. If different@sptions or conditions were to prevalil, the
results could be materially different from our reed results.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements, including, without limitatisstatements regarding expectations
of, or our plans for: the IT industry transformatiand our related strategic positioning; maintajronr industry leadership position; the
benefits of our products and services to custormedspartners; synergies across our SDDC and predeas; sales of licenses that include
products beyond VMware vSphere hypervisor contigwangrow; newer products, suites and servicedisokidriving growth; SaaS revenues
and revenues from our hybrid cloud offerings cosipg an increasing percentage of our revenuess aale related cash collections continuing
to increase during the remainder of 2015, offseinisiallment payments to certain key employeesioiatch as well as higher tax payments;
hybrid cloud and SaaS revenues continuing to ghmvnegatively impacting the associated licensemaes growth rate during the remainder
of 2015; the impact of foreign currency fluctuasamn financial results, such as revenues, uneaawetues and anticipated and actual cash
flows from operations; customer and partner denfandur products and services; variation in andéased total costs of services revenues;
the effect on us of the resolutions of pendingnafailegal proceedings and investigations, includiregDepartment of Justice and General
Services Administration settlement, and other maiiescribed in Note | of the notes to the condgesasolidated financial statements;
variation in, and impact of timing of product protiems on, the recognition of unearned revenuesgasing employee headcount and related
impact on operating expense; the impact and tirofrmur realignment plan on our financial resulte tmpact of shifts in the mix of earnings
between U.S. and non-U.S. tax jurisdictions onesiimated annual effective tax rate; the effectsadéntial developments in U.S. and non-
U.S. tax jurisdictions as well as our businesgatrias on our effective tax rate; the impact of mlationship with EMC Corporation on taxes;
the timing and completion of the IRS tax auditled EMC consolidated group; indefinitely reinvestowg overseas earnings outside of the |
and not repatriating them to the U.S.; the sufficieof our liquidity and capital reserves to fund operations and business strategy; our al
to generate positive cash flows from operations;itippact of acquisitions, investments and stockimgpases on our overall cash needs; our
ability to obtain liquidity, arrange debt financegr enter into credit facilities, should additibhquidity be required; and repurchasing $1,250
million dollars of Class A common stock in 2015.

These forward-looking statements involve risks andertainties and the cautionary statements st &dnove and those contained in the
section of this report entitled “Risk Factors” idi§nimportant factors that could cause actual lssio differ materially from those predicted in
any such forward-looking statements. All forward#ig statements in this document are made asaldke hereof, based on information
available to us as of the date hereof. We assunubiigation to, and do not currently intend to, apdthese forward-looking statements.
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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:

our annual report on Form 10-K, quarterly repant 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, speaettesvents at which our executives talk about codlyrcts, services and competitive
strategies;

webcasts of our quarterly earnings calls ankklilm webcasts of investor conferences at whictegacutives appear (archives of these
events are also available for a limited time);

additional information on financial metrics, lnding reconciliations of noGAAP financial measures discussed in our pres@mistic
the nearest comparable GAAP measure;

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

corporate governance information including certificate of incorporation, bylaws, corporate gaance 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 udedu interesting; an

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.

ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

There were no material changes to our market sipkgures in the three months ended June 30, 26&8& Part II, Item 7A, “Quantitative
and Qualitative Disclosures About Market Risk” afr @014 Annual Report on Form 10-K for a detailéstdssion of our market risk
exposures.
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ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by the StearExchange Act of 1934, amended (the “Exchangf®) Aunder the supervision and
with the participation of our principal executivBficer and principal financial officer, of the efféveness of the design and operation of our
disclosure controls and procedures, as definedila R3a-15(e) of the Exchange Act, as of the enti@period covered by this report. Based
on this evaluation, our principal executive offieerd principal financial officer concluded that,aighe end of the period covered by this
report, our disclosure controls and procedures wieetive to provide reasonable assurance thatrimition required to be disclosed by us in
the reports that we file or submit under the Exd®aAct is recorded, processed, summarized andtegpaithin the time periods specified in
the Securities and Exchange Commission’s ruled@nnals and to provide reasonable assurance thatisfarimation is accumulated and
communicated to our management, including our praiexecutive officer and principal financial aféir, as appropriate to allow timely
decisions regarding required disclosures.

Changes in Internal Controls Over Financial Reporthg

There were no changes in our internal control éwancial reporting during the most recent fiscahdger ended June 30, 2015 that
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

Limitations on Controls

Our disclosure controls and procedures and intexoarol 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.

34




Table of Contents

PART Il
OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Refer to Note | to the condensed consolidated @iimistatements in Part I, Item 1 of this Quart&bport on Form 10-Q for a description
of legal proceedings. See also the risk factotledti'We are involved in litigation and regulatanguiries and proceedings that could
negatively affect us” in Part Il, ltem 1A of thisu@rterly Report on Form 10-Q for a discussion deptal risks to our results of operations anc
financial condition that may arise from legal predmgs.

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. Specific risk factetated to our relationship with EMC are also inleld below under the headihdRisks
Related to Our Relationship with EMC.

Risks Related to Our Business

As the markets for our server and desktop virtualion products have matured we have been increabirgveloping and marketin
products and services targeted toward the delivemgnagement and automation of information technolp@'IT”) infrastructure, platforms
and services through cloud-based solutions. If messses do not find our cloud computing solutiongygelling, our revenue growth and
operating margins will decline.

Our products and services are based on servealmdtion and related technologies that have piilpneeen used for virtualizing on-
premise data center servers and form the found&dmgprivate cloud computing. As the market foralaénter server virtualization has matu
we have increasingly directed our product develagtraed marketing toward products and servicesehable businesses to utilize
virtualization as the foundation for public, prigand hybrid cloud-based computing, including oiiware vCloud Suite, VMware vSphere
with Operations Management and VMware vRealizeeSoiiterings, our Horizon client virtualization offiegs and our Airwatch mobile device
management offerings. We have been increasingoouisfon our hybrid cloud offerings, which include @Cloud Air service offerings, and
we have been increasingly offering software asae®e (“SaaS”) versions of our on-premises produaiduding our vRealize and Horizon
Suite, and certain AirWatch offerings. These itities present new and difficult technological andhpliance challenges, and significant
investments will be required to develop or acqaokitions to address those challenges. Our sudegsEnds on our current and future
customers perceiving technological and operatibeakfits and cost savings associated with the asang adoption of our private and hybrid
cloud solutions as well as our client virtualizat@nd mobile device management solutions. As thi&eh&or our server virtualization products
matures and the scale of our business increasestewf revenue growth will depend largely upbe success of our newer product and
service offerings. In addition, to the extent that newer private and hybrid cloud solutions, al agour client and network virtualization and
mobile device management solutions, are adopted slowly or less comprehensively than we expeaty@enue growth rates may slow
materially or our revenue may decline substantially

The large majority of our revenues have come fromr @erver virtualization products including our figship VMware vSphere product line.
Decreases in demand for our server virtualizatioroducts could adversely affect our results of opoas and financial condition.

The large majority of our revenues have come framserver virtualization products. Although we éoaé to develop other applications
for our virtualization technology such as our natevairtualization solution, VMware NSX, end-usemaeputing products and hybrid cloud
services and expand our offerings into relatedsasegh as our vRealize SDDC management producteéGlodd product suites, we expect t
our server virtualization products and related echanents and upgrades will constitute a majorityuwsfrevenues for the foreseeable future.
Declines and variability in demand for our servietualization products could occur as a result of;

e improved products or product versions being offdrgdompetitors in our marke
e competitive pricing pressurt

» failure to timely execute and implement our proidstrategy, which could lead to quality issuategration issues with ecosystem
partners, and difficulties in creating and markgtsuites of interoperable solutions;

» failure to release new or enhanced versions osetwer virtualization products on a timely basisatall

» technological change that we are unable to addréth our server virtualization and private clgudducts or that changes the way
enterprises utilize our products; and
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» general economic conditiol

Also, as more and more businesses achieve higtslef/girtualization in their data centers, certaiarkets for our VMware vSphere
product line have matured. Our sales of standaliMeare vSphere have declined as a portion of o@ral/business as we seek to transition
our customers to product suites, our newer produadsinfrastructure-as-a-service offerings. If & o introduce compelling new features in
future upgrades to our VMware vSphere product lmanage the transition to hybrid cloud platforme/elop new applications for our
virtualization technology or provide product suitessed on the VMware vSphere platform that addrestomer requirements for integration,
automation and management of their IT systems alivédemand for products and services based on Vw8phere may decline.

Due to our product concentration, our businessnfiial condition, results of operations, and céshd would therefore be adversely
affected by a decline in demand for our serveuglization products.

We face intense competition that could adverselfeef our operating results.

The virtualization, cloud computing, end-user cotirmuand software-defined data center industriesraer-related and rapidly evolving,
and we face intense competition across all the etarflor our products and services. Many of oureniror potential competitors have longer
operating histories, greater name recognition giacgistomer bases and significantly greater firentgchnical, sales, marketing and other
resources than we do.

We face competition from, among others:

Large, diversified enterprise software and hardwepenpanies These competitors supply a wide variety of pragland services to, and
have well-established relationships with, our cotri@nd prospective end users. For example, smaikium sized businesses and companies
in emerging markets that are evaluating the adomfovirtualization-based technologies and solwgioray be inclined to consider Microsoft
solutions because of their existing use of Windaws Office products. Some of these competitors imattee past and may in the future take
advantage of their existing relationships to engadrisiness practices that make our products ances less attractive to our end users.
Other competitors have limited or denied suppartfieir applications running in VMware virtualizeti environments. In addition, these
competitors could integrate competitive capabsgiiigo their existing products and services andertakm available without additional charge.
For example, Oracle provides free server virtusilimasoftware 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 and prospective VMware cugiaimay elect to use products that are perceivied téree” or “very low cost” instead of
purchasing VMware products and services for cedpiplications where they do not believe that maeaaced and robust capabilities are
required.

Companies offering competing platforms based omsperce technologiesOpen source technologies for virtualization, edmgrization
and cloud platforms such as Xen, KVM, Docker, Ro&w OpenStack provide significant pricing comiietiand enable competing vendors
to leverage these open source technologies to dendpectly with our SDDC initiative. Enterprisesdaservice providers have shown
significant interest in building their own cloudaded on open source projects such as OpenStacktterdcompanies have indicated their
intention to expand offerings of virtual managemamd cloud computing solutions as well. Additiopali number of enterprise IT hardware
vendors have released solutions based on Openigtdalling HP, IBM and Cisco.

Other industry alliancesMany of our competitors have entered into or edésl partnerships or other strategic relationstuigsfer more
comprehensive virtualization and cloud computinigisons than they individually had offered. We egpthese trends to continue as compe
attempt to strengthen or maintain their positionthe evolving virtualization infrastructure andenprise IT solutions industry. These alliances
may result in more compelling product and serviferimgs than we offer.

Providers of public cloud infrastructure offeringgvVe compete with infrastructure-as-a service offgg from various public cloud
providers such as Amazon, Microsoft, IBM and Godgéh directly through our vCloud Air offerings aimdlirectly, as these cloud providers
present alternatives to VMware’s on-premises serivaralization products.

Our partners and members of our developer and telclyy partner ecosystemVe face competition from our partners. For exanitiird
parties currently selling our products and serviamdd build and market their own competing produwaid services or market competing
products and services of other vendors. Additignals formerly distinct sectors of enterprise I'€lsas software-based virtualization and
hardware-based server, networking and storagei@atutonverge, we also increasingly compete withganies who are members of our
developer and technology partner ecosystem. Corsdguwe may find it more difficult to continue teork together productively on other
projects, and the advantages we derive from owystem could diminish. For example, Nutanix regeatinounced a new hypervisor solution
based on KVM.
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This competition could result in increased pricprgssure and sales and marketing expenses, thabyially reducing our operating
margins, and could also prevent our new produatssarvices from gaining market acceptance, theln@bming our ability to increase, or
causing us to lose, market share.

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

Over the last several years, we have introducedpmreduct 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. The expansion of our offerings to delive SDDC, address IT management and automatiohpetwork and storage virtualization,
and enhance our end-user computing capabilitie®antlybrid cloud offerings subjects us to additibrsks, such as the following:

These initiatives may present new and diffitetthnological challenges. Significant investmenitslve required to acquire and
develop solutions to those challenges. Customeysama@ose not to adopt our new product or serviferiogs and we may be unable
to recoup or realize a reasonable return on owgsiments.

Some of our new initiatives are hosted by tipadties whom we do not control but whose failurprevent 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 tingocooperation of hardware, software and cloudimpsendors 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 services attractive to end
users.

We will need to develop and implement approprig-to-market strategies and train our sales fioroeder to effectively market
offerings in product categories in which we mayéass experience than our competitors. Accordjragig users could choose
competing products and services over ours, eveuctii offerings are less advanced than ours.

Our increasing focus on developing and markefingmanagement and automation and infrastructwa-service (including software-
defined networking and vCloud Air) offerings thaiable customers to transform their IT systems regua greater focus on market
and selling product suites and more holistic sohsj rather than selling on a product-by-produstdha@onsequently, we have
developed, and must continue to develop, new gfiegdor marketing and selling our offerings, ane tluration of sales cycles for ¢
offerings has increased as our customers’ purchakuisions become more complex and require additievels of approval.

We will need to develop appropriate pricing t&ghes for our new product initiatives. For examjitidas 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 pedeld on converting free and trial users to pagimjomers of the premium tiers of
these services, and therefore we must maintaiffigisat conversion ratio for such services to befjpable. Also, certain of our new
product initiatives, such as our VCloud Air hybdidud services and our SaaS offerings, have a spbea model. We may not be
able to accurately predict subscription renewagat their impact on results, and because revismeeognized for our services over
the term of the subscription, downturns or uptunnsales may not be immediately reflected in osults. Moreover, as customers
transition to our hybrid cloud and SaaS productssarvices, our revenue growth rate may be advyeirsglacted, during the period of
transition as we will recognize less revenue upftban we would otherwise recognize as part ofiftirgear license arrangement.

The success of our hybrid cloud offerings, idahg vCloud Air, and our SaaS offerings, will dedemm the successful global
implementation of the offering and building effeetigo-tomarket strategies. We will need to build sales eigeand infrastructure
support the new offering that is capable of meetingtomer requirements for security, reliabilitdargulatory compliance. Our
vCloud Air hybrid cloud offering involves signifioa capital investment as well as technology risid may not be accepted by
customers. Further, our newer hybrid cloud and Sdf8ings may lead our team to reduce the timeispe selling our existing
product portfolio, which could have a material niagaimpact on revenues.

As we expand our vCloud Air hybrid cloud offegiglobally, we may rely more upon joint venturgthvestablished providers of IT
products and services in particular regions, sschuat joint venture with the Softbank Group to eagbaur vCloud Air hybrid cloud
service to Japan. Joint ventures require closeinggmoperation and commitments from the joint veatpartners, and the willingne
to devote adequate resources as required. If we are
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unable to continue our strategic alignment witljeienture partners or obtain the cooperation amingitments we are relying upon,
our ability to successfully expand our hybrid clafterings globally will diminish.

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

» The virtualized end-user computing industry bastinued to expand. Other companies are entesimgjare developing competing
standards for, the end-user computing space, subhiaosoft, Amazon and Citrix, and such compasieslikely to introduce their
own initiatives that may compete with or not be paible with our end-user computing initiatives,igthcould limit the degree to
which other vendors develop products and servioasna our offerings and end users adopt our plaitor

e The cloud computing industry is in early stagéexpansion. Other companies are entering, andareloping competing standards
for the cloud computing space, such as MicrosBf),| Cisco, Google and Amazon, as well as numeramslor offerings based on t
OpenStack project. These companies are likelyttodinice their own initiatives that may compete vatinot be compatible with our
cloud initiatives, which could potentially limit éhdegree to which other vendors develop produatssarvices around our offerings
and end users adopt our platforms.

 Emerging IT sectors, such as cloud computing%emlS, are frequently subject to a “first moveféef pursuant to which certain
product and service offerings can rapidly captusegaificant portion of market share and develadtention. Therefore, because
competitive product and service offerings in thesetors have gained broad adoption before oursaytbe difficult for us to displace
such offerings regardless of the comparative teahmerit, efficacy or cost of our products and/isss.

» Developing and launching new technologies in ae@as, as we are continuing to do with our VMwWe8X virtual networking,
Virtual SAN virtual storage and vCloud Air initiaBs, requires significant investments of resouateboften entails greater risk than
incremental investments in existing industrieshése investments are not successful, our rateoaft may decline or reverse and
operating results will be negatively affected.

* In connection with some of our product initiasy including our hybrid cloud and mobile serviages,expect that our customers may
increasingly use our services to store and propeis®nal information and other regulated datag@msing our potential exposure to
cybersecurity breaches and data loss.

» As we continue to develop and expand our hytlodd and SaaS offerings, we will need to contittuevolve our processes to meet a
number of regulatory, intellectual property andtcactual and service compliance challenges as eleteetransform significant
portions of our business from a products- to aisesvbased organization and as our customers singgg utilize our services to
house their data and rely upon our services far tven continuous operations. These challengesidecbompliance with licenses for
open source and third party software embeddedrifnglorid cloud and SaaS offerings, maintaining chiamgze with export control ar
privacy regulations, protecting our services fratteenal threats, maintaining the continuous serlggels and data security expected
by our customers, preventing the inappropriateafiseir services and adapting our go-to-market &fftr clarify the increasing
complexity in our product and service offerings éor customers.

» Marketing and selling new technologies to enisgs requires significant investment of time agsburces in order to educate
customers on the benefits of our new product affgri These investments can be costly and the additeffort required to educate
both customers and our own sales force can digh@uttheir efforts to sell existing products amhsces.

As our vSphere-related products continue to matwrefuture revenue growth is increasingly depehdarrevenue from our new product
and technology offerings. Our newer initiatives nbayless profitable than our established prodiactd,we may not be successful enough in
these newer activities to recoup our investmenthem. If any of these risks were to occur, it dogddmage our reputation, limit our growth .
negatively affect our operating results.

Our hybrid cloud and SaasS offerings rely upon a niwer of third-party providers for data center spa@quipment, maintenance and other
colocation services, and the loss of, or problenithywone or more of these providers may impede gnewth of our hybrid cloud offerings,
adversely impact our plans to expand the vCloud Aird SaaS services and damage our reputation.

Our hybrid cloud and SaasS offerings, rely upondimarty providers to supply data center space pageit maintenance and other
colocation services. While we have entered intéousragreements for the lease of data center spgquggment maintenance and other serv
third parties could fail to live up to the contnaat obligations under those agreements. For exaraplata center landlord may fail to
adequately maintain its facilities or provide apmpriate data center infrastructure for whiclsitésponsible. If that were to happen, our al
to deliver services at levels acceptable to outorners and at
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levels that we have committed to could be impaifattitionally, if the third parties that we rely do fail to deliver on their obligations, our
reputation could be damaged, our customers coskldonfidence in us, and our ability to maintaid erpand our hybrid cloud offerings
would be impaired.

Ongoing uncertainty regarding global economic cotidns and the stability of regional financial marlks may reduce information
technology spending below current expectations d@hdrefore adversely impact our revenues, impede-aadr adoption of new products al
services and product and service upgrades, and eshlg impact our competitive positio

Our business depends on the overall demand fomiration technology and on the economic health ofcourent and prospective
customers. The purchase of our products and seridagten discretionary and may involve a sigmaifitcommitment of capital and other
resources. Weak economic conditions or significentertainty regarding the stability of financialnkets could adversely impact our business
financial condition and results of operations imuanber of ways, including by lengthening sales eychffecting the size of enterprise
agreements (“EAs”) that customers will commit &ducing the level of our non-EA transactional sd@sering prices for our products and
services, reducing unit sales and reducing theafadeloption of our products and services by nestamers and the willingness of current
customers to purchase upgrades to our existinguptednd services. For example, a recurrence cfdbhereign debt crisis in Europe or that
region’s failure to recover from recession wouldetiten to suppress demand and our customers’ @cceseglit in that region, which is an
important market for our products and services.if\aklly, in response to sustained economic udety, many national and local
governments that are current or prospective cug®ioe our products and services, including the.ie8eral government, have made, or
threatened to make, significant spending cutbadkisiwcould reduce the amount of government spenaliin” and the potential demand for
our products and services from the government secto

Regional economic uncertainty can also result imega and ongoing tightening in the credit markletser levels of liquidity, increases in
the rates of default and bankruptcy and significentatility in the credit, equity and fixed incomearkets. 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 meeftcoedit requirements, we may not be able tc
record accounts receivable or unearned revenugegognize revenues from these customers until e&ve payment, which could adversely
affect the amount of revenues we are able to rézedn a particular period.

In addition, although we plan to continue makingtggic investments in our business, many of oorpeditors have significantly greater
financial, technical and other resources than wedd to the degree that the economic recovernyami or not sustained, they may be better
positioned to continue investment in competitiveht®logies.

Our revenues, unearned revenues, cash flows frorergping activities and financial results may be astgely impacted by fluctuation of
foreign currency exchange rates. Although foreigmiicency hedges can offset some of the risk relatedoreign currency fluctuations, wi
will continue to experience foreign currency gaid losses in certain instances where it is not gibke or cost effective to hedge our
foreign currency exposures

Our revenues, unearned revenues and cash flowsdjppenating activities may be adversely impacted eesult of fluctuations in the
exchange rates between the U.S. dollar and fomigmncies. We invoice and collect in certain nhB- dollar denominated currencies, the
conducting a portion of our transactions in curfresother than the U.S. dollar. Although this pi@ctmay alleviate credit risk from our
distributors during periods when the U.S. dollaesgithens, it shifts the risk of currency fluctoas to us and may negatively impact our
revenues, unearned revenues, anticipated cash dlovfinancial results due to fluctuations in fgrecurrency exchange rates, particularly the
euro, the British pound, the Japanese yen, theréligst dollar and the Chinese renminbi relativéhi® U.S. dollar. While variability in
operating margin may be reduced due to invoicinggirtain of the local currencies in which we alsoagnize expenses, increased exposure t
foreign currency fluctuations will introduce addital risk for variability in revenueslated components of our consolidated financatkeshent:
and in our cash provided by operating activitiesriby the first six months of 2015 and fiscal y2ai4 approximately 28% and 30%,
respectively, of our sales were invoiced and ctdiéin certain non-U.S. dollar denominated curresici

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 expedtitonally, 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. For pl@mve experienced a measurable negativi
impact to our revenues, unearned revenues as svetlsh flows from operating activities in the fougtiarter of 2014 and the first half of 2015
due to exchange rate fluctuations and we expastthaer negative impact throughout 2015 even if@ucy exchange rates stabilize at their
current levels. The further weakening of foreignrency exchange rates against the U.S. dollar witkéty result in additional adverse impact
on our revenues, unearned revenues and cash flomsojperating activities.
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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 virtualization, cloud computing, end-user cotipuand SDDC industries are characterized by rgggtinological changes, changing
customer needs, frequent new software productdotrtitons and evolving industry standards. The thintion of third-party solutions
embodying new technologies and the emergence ofmswstry standards could make our existing andré&usoftware solutions obsolete and
unmarketable. Cloud computing has proven to bemugiive technology that is altering the way thasibesses consume, manage and provide
physical IT resources, applications, data and [Vises. We may not be able to establish or sustairthought leadership in the cloud
computing and enterprise software fields, and ogtamers may not view our products and servicésnmvative and best-of-breed, which
could result in a reduction in market share andiaiility to command a pricing premium over conifpetproducts and services. We may not
be able to develop updated products and serviee&éep pace with technological developments anetgimg industry standards and that
address the increasingly sophisticated needs afusiomers or that interoperate with new or updafestating systems and hardware devices
or certify our products and services to work wiikde systems and devices. As a result, we mayeraile to accurately predict the lifecycle of
our software solutions, and they may become olsdlefore we receive the amount of revenues thaintieipate from them. There is no
assurance that any of our new offerings would lmegied in the marketplace. Significant reductionserver-related costs or the rise of more
efficient infrastructure management software calw affect demand for our software solutions. Agltvare and processors become more
powerful, we will have to adapt our product and/ges offerings to take advantage of the increasgxhbilities. For example, while the
introduction of more powerful servers presents gpootunity for us to provide better products for oustomers, the migration of servers to
microprocessors with an increasing number of migltqmres also allows an end user with a given nurabkcensed copies of our software to
multiply the number of virtualization machines noer server socket without having to purchase amditilicenses from us. If we are unable to
revise our solutions and offerings in responsectw technological developments, our ability to netai increase market share and revenues in
the virtualization software space could be matlyridiversely 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 and cauthe price of our Class A common stock to decli

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 portionoofr quarterly sales typically occurs during the tas weeks of the quarter, which generally
reflects customer buying patterns for enterprisérielogy. As a result, our quarterly operating lssare difficult to predict even in the near
term. If our revenues or operating results falblethe expectations of investors or securitiesyatalor below any guidance we may provide t
the market, the price of our Class A common stookld likely decline substantially.

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

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

» fluctuations in demand, adoption rates, saletesy(which have been increasing in length) ancimgilevels for our products and
services;

» 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 and services in the tirmmés we anticipate, including the number andaizeders in each quart

e our ability to develop, introduce and ship itiraely manner new products and services and enhatts that meet 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 and services by us or by oupetitors

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

» changes to our effective tax rz

» 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
e our ability to conform to emerging industry stardtaand to technological developments by our congrstand customel

» seasonal factors such as the end of fiscal peridddt expenditures by our customers and the timirpliday and vacation periot
* renewal rates and the amounts of the renewalsAsrds original EA terms expil

» the timing and amount of software developmeststhat may be capitalized beginning when tectuicét feasibility has been
established and ending when the product is availfvlgeneral release;

» unplanned events that could affect market peimepf the quality or costffectiveness of our products and soluti

* our ability to accurately predict the degreevtich customers will elect to purchase our subsorpbased offerings in place of
licenses to our on-premises offerings; and

» the recoverability of benefits from goodwill andjared intangible assets, and the potential impaitnof these asse

Breaches of our cybersecurity systems could degragdieability to conduct our business operations addliver products and services to o
customers, delay our ability to recognize revenoempromise the integrity of our software productesult in significant data losses and the
theft of our intellectual property, damage our refation, expose us to liability to third parties, dmequire us to incur significant additional
costs to maintain the security of our networks adédta.

We increasingly depend upon our IT systems to coindttually all of our business operations, rargfrom our internal operations and
product development activities to our marketing aakbs efforts and communications with our custsmaed business partners. Unauthorized
parties have attempted to penetrate our networkrsg@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 wiit¢hed against a target, we may be unable ta@atecthese techniques. Further, if
unauthorized access or sabotage remains undefectaad extended period of time, the effects of shigtach could be exacerbated. In addition
sophisticated hardware and operating system sadtesad applications that we produce or procure filind parties may contain defects in
design or manufacture, including “bugs” and oth@bfems that could unexpectedly interfere withdperation of the system. Our exposure tc
cybersecurity threats and negative consequenaagefsecurity breaches will likely increase aswi@ioud Air and SaaS businesses expand
and we store increasing amounts of customer datdest or manage parts of customers’ businessdeud-based IT environments.

We have also outsourced a number of our businessidms to third party contractors, and our busSreserations also depend, in part, on
the success of our contractoostn cybersecurity measures. We also use thirdgsatti provide colocation services (i.e. data cesgerices) fo
our hybrid cloud and SaaS offerings. Similarly, il upon distributors, resellers, system vendassystems integrators to sell our products
and services and our sales operations dependrtiropahe reliability of their cybersecurity mesasst Additionally, we depend upon our
employees to appropriately handle confidential @aizh deploy our IT resources in safe and secutediaghat does not expose our network
systems to security breaches and the loss of Batardingly, if our cybersecurity systems and thoSeur contractors, partners and vendors
fail to protect against unauthorized access, stipated cyberattacks and the mishandling of datauryemployees, contractors, partners or
vendors, our ability to conduct our business eifiety could be damaged in a number of ways, inclgdi

» sensitive data regarding our business, includitgjlectual property and other proprietary data|d¢de stoler

* our electronic communications systems, includintail and other methods, could be disrupted, amdoility to conduct our business
operations could be seriously damaged until sustesys can be restored and secured;

* 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 reveragagnition;

» defects and security vulnerabilities could bpleited or introduced into our software product®or hybrid cloud and Saa$S offerings,
thereby damaging the reputation and perceivedbiétinand security of our products and
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services and potentially making the data systenmiotustomers vulnerable to further data lossaier incidents; and
» personally identifiable or confidential data of @mustomers, employees and business partners cewtblen or los

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, investigasiofines, penalties and liabilities relating to
data breaches that result in losses of persordslytifiable or credit card information of usersoof services can be significant in terms of fines
and reputational impact, and necessitate changasr tousiness operations that may be disruptiwest@ddditionally, we could incur significant
costs in order to upgrade our cybersecurity sysemlsemediate damages. Consequently, our finaperédrmance and results of operations
could be adversely affected.

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 50% and 53% , respectivalpur total revenues during the
six months ended June 30, 2015 and 2014. We h#es saministrative, research and developmentectthical support personnel in
numerous countries worldwide. We expect to contitougdd personnel in additional countries. Addiéithyy our investment portfolio includes
investments in non-U.S. financial instruments aafdlings in non-U.S. financial institutions, incladi European institutions. Our international
operations subject us to a variety of risks, intigd

» 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 collectiagcounts receivable, and longer payment cyclegcésly in emerging marke
» difficulties in delivering support, training andaonentation in certain foreign mark

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

e economic or political instability and security cenas in countries that are important to our inteomal 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 charnigaaternational tax law

» reduced protection for intellectual property righteluding reduced protection from software piracysome countrie
» difficulties in transferring funds from certain adties; an

» difficulties in maintaining appropriate controldatng to revenue recognition practic

For example, the Chinese government is workingmglément new network security standards that wiluire IT systems being sold into
certain key sectors to be certified as “securecmdrollable”. As part of that effort, in Decemi®914, standards were implemented in the
banking sector requiring IT companies selling tanéke banks to submit their software and othemielciyy to intrusive security testing,
include indigenous Chinese intellectual property ancryption technology in their software and disel source code and other proprietary
information to the Chinese government. Implemeatatf these standards was subsequently suspentightiof concerns communicated by
banks and other parties. However, the authorite® lindicated that revised standards may be anedunahe future. If we are not able to, or
choose not to, comply with any such future banldtemdards and other standards the Chinese governmggnt implement in the future to
cover other market sectors within China, our busdria China may suffer.

Additionally, if we fail to comply with legal ancegulatory requirements covering the foreign adésiof U.S. corporations, such as expor
control requirements and the Foreign Corrupt PeastAct, as well as with local regulatory requiraitsén non-U.S. jurisdictions, we may be
exposed to significant fines and penalties andtegfmnal harm. These risks will increase as we espaur operations to locations with a higher
incidence of corruption and fraudulent businesstmas. Our success will depend, in large parpwnability to anticipate and effectively
manage these and other risks associated with ternational operations. We expect a significantiporof our growth to occur in foreign
countries, which can add to the
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difficulties in maintaining adequate managementeompliance systems and internal controls ovemfifad reporting, and increase challenges
in managing an organization operating in variousntoes.

In addition, potential fallout from recent discloss related to the U.S. Internet and communicatsoimegeillance could also make foreign
customers reluctant to purchase cloud computindymms and services from U.S.-based companies goaliimour growth rate in foreign
markets.

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

The failure by customers to renew large license egment transactions on a satisfactory basis coulatenially adversely affect our busines
financial condition, operating results and cash flo

Our core customers are large enterprises with rgaliir enterprise license agreements, each of winaives substantial aggregate fee
amounts. The failure to renew those transactionisdrfuture, at a dollar value at least equal &odtiginal agreement, or to replace those
enterprise license agreements with new transactibsinilar scope, on terms that are commerciatisaative to us could materially adversely
affect our business, financial condition, operatiagults and cash flow.

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

Developing our products and services is expen§ie.investment in research and development mayeasoit in marketable products or
services or may result in products and servicestdhk@ longer to generate revenues, or may genesgaevenues, than we anticipate. Our
research and development expenses were approxyn2dtd of our total revenues during both the six therended June 30, 2015 and fiscal
year ended December 31, 2014. Our future planadecsignificant investments in software researchdevelopment and related prod
opportunities. We believe that we must continudddicate a significant amount of resources to esearch and development efforts to
maintain our competitive position. However, we nmay receive significant revenues from these investsifor several years, if at all.

Our sales cycles can be long and unpredictable, sales efforts require considerable time and expersnd 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 custonadieut the use and benefit of our prod
and services, including their technical capabaitigotential cost savings to an organization amdatdges compared to loweost products an
services offered by our competitors. Customersclfyi undertake a significant evaluation process tas in the past resulted in a lengthy <
cycle which typically lasts several months, and Ha&y a year or longer. We spend substantial teffert and money on our sales efforts
without any assurance that our efforts will prodaog sales. In addition, product and service pwebsare frequently subject to budget
constraints, economic conditions, multiple appreyahd unplanned administrative, processing anet atblays. Moreover, the greater number
of competitive alternatives, as well as announcdsmiey our competitors that they intend to introdaocmpetitive alternatives at some point in
the future, can lengthen customer procurement sychkuse us to spend additional time and resotoaucate end users on the advantages
our product and service offerings and delay produact service sales. Economic downturns and unogrtean also cause customers to add
layers to their internal purchase approval processdding further time to a sales cycle. Additibnas we sell more products and services to
domestic and foreign governments, we may encolengthier sales cycles, complicated budgeting mses and complex procurement
regulations. The growing complexity and varietyoaf product and service offerings can also increases cycles. These factors can have a
particular impact on the timing and length of oy &les cycles and our overall sales during antiquaar fiscal period may have greater
variability as a greater portion of our sales isimatilizing EAs.

Additionally, our quarterly sales have historicaldflected an uneven pattern in which a dispropoete percentage of a quarter’s total
sales occur in the last two weeks of each quasierilarly, our yearly sales have historically refied a disproportionate percentage of the
yeal's sales in the fourth fiscal quarter. These pagttenake prediction of revenues, earnings and wgrapital for each financial period
especially difficult and uncertain and increaseribk of unanticipated variations in financial cirah and results of operations. We believe
uneven sales pattern is a result of many factaisiding the following:

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

» the fourth quarter influence of customers spegdheir remaining capital budget authorizatioropto new budget constraints in the
following year; and

» seasonal influences, such as holiday or vacaticogxs
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If sales expected from specific customers for gi@aar quarter are not realized in that quarteatoall, our results could fall short of puk
expectations and our business, financial condaiach results of operations could be materially asklgraffected.

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 sotisig dependent on the continued
service of our key development personnel for prodnd service innovation and timely development @gld/ery of upgrades and
enhancements to our existing products and servidesmarket for expert software developers uponmwhe rely has become increasingly
competitive. We generally do not have employmenta-compete agreements with our existing managearatevelopment personnel, and,
therefore, they could terminate their employmernhwis at any time without penalty and could pumsemployment opportunities with any of
our competitors. Changes to management and keyogagsd can also lead to additional unplanned lasfSlesy employees. The loss of key
employees could seriously harm our ability to reéeaew products and services on a timely basisamid 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. Contp®iifor 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 e®peed, 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. Research and devealbpersonnel are also aggressively
recruited by startup and emerging growth companmwbg;h are especially active in many of the techhéwreas and geographic regions in whicl
we conduct product and service development. Intexhdiin making employment decisions, particulanyhe high-technology industry, job
candidates often consider the value of the stodeth@ompensation they are to receive in conneutitintheir employment. Declines in the
value of our stock could adversely affect our &piid attract or retain key employees and resul@neased employee compensation expense:
If we fail to attract new personnel or fail to r@tand motivate our current personnel, our busiaessfuture growth prospects could be sev¢
harmed.

Our success depends upon our ability to develop peaducts and services, integrate acquired produatsl services, enhance our existing
products and services and develop appropriate besgand pricing model:

If we are unable to develop new products and sesyintegrate acquired products and services, eetamd improve our products and
support services in a timely manner, or positioprize our products and services to meet marketdéecustomers may not buy new softwar
licenses from us, update to new versions of ounswe or renew product support. In addition, infation technology standards from both
consortia and formal standards-setting forums dsasale facto marketplace standards are rapidivéng. We cannot provide any assurance
that the standards on which we choose to develappneducts and services will allow us to compefteatively for business opportunities in
emerging areas such as cloud computing.

New product and service development and introdagdtigolve a significant commitment of time and nesx®s and is subject to a number
of risks and challenges including:

* managing the length of the development cyclenfaw products and services and product and seewisancements, which has
frequently been longer than we originally expected;

* increasing complexity of our product offeringsvae introduce product suites such as our vCloutk &ad increasingly offer SaaS
versions of our products, such as our vRealizeizdorand AirWatch SaaS offerings, which can sigaifitly increase the developm
time and effort necessary to achieve the interdpitsaof product suite components while maintamiproduct quality;

» growth rates of our emerging products and sesvinay be negatively impacted despite their teehmerit by the need to package
such products and services in more complex proslitg offerings that require more time for customealuation and purchase
decisions;

* managing customerg’ansitions to new products and services, whichreault in delays in their purchasing decisi
* adapting to emerging and evolving industry stanslarttl to technological developments by our congrstind custome

» entering into new or unproven markets with whichhaee limited experienc
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* reacting to trends and predicting which technolegiél be successful and develop into industry déads

» 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, including thauistry-wide transition to cloud-based
computing, our cash flows and results of operatmmgd be negatively impacted. For example, asneeease our adoption of subscription-
based pricing models for our products, we maytéaslet pricing at levels appropriate to maintain @yenue streams or our customers may
choose to deploy products from our competitors tiey believe are priced more favorably. Additidpalve may fail to accurately predict
subscription renewal rates or their impact on tesefl operations, and because revenues from sphsas are recognized for our services ovel
the term of the subscription, downturns or uptunnsales may not be immediately reflected in osults.

Our products and services are highly technical anthy contain errors, defects or security vulnerab#is which could cause harm to our
reputation and adversely affect our business.

Our products and services are highly technicalamplex and, when deployed, have contained andamiatain errors, defects or security
vulnerabilities. Some errors in our products ovges may only be discovered after a product ariserhas been installed and used by
customers. Any errors, defects or security vulniéitiés discovered in our products or servicesrafmmercial release could result in loss of
revenues or delay in revenue recognition, lossusfamers and increased service and warranty aostfavhich could adversely affect our
business, financial condition and results of openst Undiscovered vulnerabilities in our produmtservices could expose them to hackers ol
other unscrupulous third parties who develop amdayeviruses, worms, and other malicious softwaimgpams that could attack our products
or services. In the past, VMware has been madeeawfgiublic postings by hackers of portions of source code. It is possible that the
released source code could expose unknown sesultitgrabilities in our products and services tlmtld be exploited by hackers or others.
We may also inherit unknown security vulnerabittighen we integrate the products or services ofpeames that we acquire into existing and
new VMware products or services.

Actual or perceived security vulnerabilities in guoducts or services could harm our reputationlaad some customers to return
products or services, to reduce or delay futurelmases or to use competitive products or servieed.users, who rely on our products and
services for the interoperability of enterprisevees and applications that are critical to thefoimation systems, may have a greater sensitivit
to product errors and security vulnerabilities tikastomers for software products generally. Anyusgcbreaches could lead to interruptions,
delays and data loss and protection concerns. &ynhature, security breaches are often diffiauiti¢tect and the failure to detect a breach for
an extended period of time could significantly ese the damage it could cause. In addition, wil ¢ace claims for product liability, tort or
breach of warranty, including claims relating t@obes to our products and services made by ounehpartners. Our contracts with
customers contain provisions relating to warrariggldimers and liability limitations, which may nieé¢ upheld, and customers and channel
partners may seek indemnification from us for thesses and those of their customers. Defendiagvadit, regardless of its merit, is costly i
time-consuming and may divert management'’s attergial adversely affect the market’s perceptionsodind our products and services. In
addition, if our business liability insurance coage proves inadequate or future coverage is uradpkaibn acceptable terms or at all, our
business, financial condition and results of openastcould be adversely impacted.

Failure to effectively manage our product and secgilifecycles could materially adversely affect dusiness, financial condition, operatin
results and cash flow.

As part of the natural lifecycle of our productslaervices, we periodically inform customers thaidoicts or services will be reaching
their end of life or end of availability and wilbrionger be supported or receive updates and sgpatiches. To the extent these products or
services remain subject to a service contract thithcustomer, we offer to transition the custoroalternative products or services. Failure to
effectively manage our product and service lifeegatould lead to customer dissatisfaction and aotual liabilities, which could materially
adversely affect our business, financial conditmperating results and cash flow.

Our success depends on the interoperability of puoducts and services with those of other companies

The success of our products depends upon the ctapeof hardware, software and cloud hosting vesitio ensure interoperability with
our products and offer compatible products andiseswto end users. To the extent that hardwareyamd and cloud hosting vendors perceive
that their products and services compete with outRose of our controlling stockholder, EMC Corgtion (“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 t
actively limit the functionality, compatibility
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and certification of our products. In addition, dens may fail to certify or support or continuectrtify or support our products for their
systems. If any of the foregoing occurs, our prodievelopment efforts may be delayed or foreclasadlit may be difficult and more costly
for us to achieve functionality and service levbkst would make our services attractive to endgysery of which could negatively impact our
business and operating results.

We rely on distributors, resellers, system vendamnsl systems integrators to sell our products and/ges, and our failure to effectively
develop, manage or prevent disruptions to our distition channels and the processes and procedutes support them could cause a
reduction in the number of end users of our prodscind services.

Our future success is highly dependent upon maiimgiand increasing the number of our relationshijtlks distributors, resellers, system
vendors and systems integrators. Because we raljystnibutors, resellers, system vendors and systategrators, we may have little or no
contact with the ultimate users of our products serices, thereby making it more difficult fortesestablish brand awareness, ensure prope
delivery and installation of our products and segsi service ongoing customer requirements, edigrat-user demand and respond to
evolving customer needs.

Recruiting and retaining qualified channel partraerd training them in the use of our technology prrdiuct 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, includingimegstment in systems and training, and those gesseand procedures may become
increasingly complex and difficult to manage. Timeet and expense required for sales and marketm@narations of our channel partners to
become familiar with our product and service offgs, including our new product and service develaps) may make it more difficult to
introduce those products and services to end aserslelay end-user adoption of our product andsEpiferings.

We generally do not have long-term contracts orimmimm purchase commitments with our distributorsehers, system vendors and
systems integrators, and our contracts with thhaareel partners do not prohibit them from offenirgducts or services that compete with
ours. Our competitors may be effective in providimgentives to existing and potential channel parrio favor products and services of our
competitors or to prevent or reduce sales of codipets and services. Certain system vendors nav offimpeting virtualization products pre-
installed on their server products and serviceditfahally, our competitors could attempt to reguikey distributors to enter into exclusivity
arrangements with them or otherwise apply thetipg or marketing leverage to discourage distrilaifoom offering our products and
services. Accordingly, our channel partners mayoskaot to offer our products and services excigiur at all. Our failure to maintain and
increase the number of relationships with chanaghers would likely lead to a loss of end userswfproducts and services, which would
result in us receiving lower revenues from our cteipartners.

Three of our distributors each accounted for 10%more of our consolidated revenues during the $issmonths of 2015. Our agreements
with distributors are typically terminable by eithmarty upon 30 to 90 days’ prior written noticethe other party, and neither party has any
obligation to purchase or sell any products orises/under the agreements. While we believe thatave in place, or would have in place by
the date of any such termination, agreements wjglacement distributors sufficient to maintain oewrenues from distribution, if we were to
lose the distribution services of a significantidlisitor, such loss could have a negative impaaunresults of operations until such time as
arrange to replace these distribution services thighservices of existing or new distributors.

The concentration of our product sales among a Ilted number of distributors increases our potent@kdit risk. Additionally, weakness in
credit markets could affect the ability of our digtutors, resellers and customers to comply witletterms of credit we provide in the
ordinary course of business. Accordingly, if oursdfibutors, resellers and customers find it diffiticto obtain credit or comply with the tern
of their credit obligations, it could cause signitnt fluctuations or declines in our product revess.

Three of our distributors each accounted for 10%more of our consolidated revenues during the $isstonths of 2015. We anticipate
that sales of our products to a limited numberistrithutors will continue to account for a signéitt portion of our total product revenues for
the foreseeable future. The concentration of prbsaies among certain distributors increases otampial credit risks. For example,
approximately 42% of our total accounts receivad®f June 30, 2015 was from these three distribu8ome of our distributors may
experience financial difficulties, which could adsely impact our collection of accounts receivallae or more of these distributors could
delay payments or default on credit extended tmth@ur exposure to credit risks of our distributaray increase if our distributors and their
customers are adversely affected by global or rjieconomic conditions. Additionally, we providedit to distributors, resellers, and certain
end-user customers in the normal course of busiasslit is generally extended to new customersdapon a credit evaluation. Credit is
extended to existing customers based on ongoirit@ealuations, prior payment history, and demiatetl financial stability. We often allow
distributors and customers to purchase and restijgnents of products in excess of their estabtisinedit limit. We are unable to recognize
revenues from such shipments until the collectibthose amounts becomes reasonably assured. Anijicigt delay or default in the
collection of significant accounts receivable corddult in an increased need for us to obtain vmgriiapital from other sources, possibly on
worse terms than we could have negotiated if wedsséablished such working

46




Table of Contents

capital resources prior to such delays or defadlty. significant default could result in a negatiagact on our results of operations and delay
our ability to recognize revenue.

We are involved in litigation and regulatory inquigs and proceedings that could negatively affect 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 eetppo commercial, product liability, intellectyaioperty, employment, class action,
whistleblower and other matters. In the ordinaryrse of business, we also receive inquiries frothfave discussions with government
entities regarding the compliance of our contrartind sales practices with laws and regulations.

We have been, and expect to continue to be, sulgjéatellectual property infringement claims, inding claims by entities that do not
have operating businesses of their own and thexdifoit our ability to seek counterclaims for dareagnd injunctive relief. In addition to
monetary judgments, a judgment could also includapnction or other court order that could preives from offering our products. In
addition, we might be required to seek a licensétfe use of such intellectual property, which maybe available on commercially reason:
terms or at all. Alternatively, we may be requitedievelop non-infringing technology, which couéjuire significant effort and expense and
may ultimately not be successful. Third parties raksp assert infringement claims against our custsrand channel partners, which could
require us to initiate or defend potentially protesd and costly litigation on their behalf, regasdl of the merits of these claims, because we
generally indemnify our customers and channel pastfrom claims of infringement of proprietary rigtof third parties in connection with the
use of our products.

These matters can be time-consuming, divert managésrattention and resources and cause us to sigwificant expenses. Allegations
made in the course of regulatory or legal procegglimay also harm our reputation, regardless offriit of such claims. Furthermore, beca
litigation and the outcome of regulatory proceediage inherently unpredictable, our business, firdrwondition or operating results could be
materially affected by an unfavorable resolutioroné or more of these proceedings, claims, demanitiwestigations.

See Note | to “Notes to Condensed ConsolidatednginhStatements” for a description of certainmigiand litigations.
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. As Internet
commerce continues to evolve, regulation by fedstate and foreign governments or agencies iarthas of data privacy and data security is
likely to increase. Other nations have data privaeys that, in some respects, are more stringamt phivacy standards in the United States. A
we expand our operations in these countries, ability exposure and the complexity and cost of piiamce with data and privacy
requirements will likely increase. We collect caritand other personal or identifying informatioarfr our customers. Additionally, in
connection with some of our product initiatives;lirding our mobile services and our hybrid cloud &aaS offerings, our customers
increasingly use our services to store and progeis®nal information and other regulated data. B&t, mn our websites, and, where
appropriate, within our products, our privacy pig#cand practices concerning our treatment of pailsiata. We also often include privacy
commitments in our contracts. Any failure by ustmply with our posted privacy policies, other feadgstate or international privacy-related
or data protection laws and regulations, or thegmy commitments contained in our contracts coedalit in proceedings against us by
governmental entities or others, which could haveaterial adverse effect on our business, finargadition and results of operations. In
addition, the increased attention focused uponlikalissues as a result of lawsuits and legisktiwoposals could harm our reputation or
otherwise impact the growth of our business.

It is possible that these laws and regulations beinterpreted and applied in a manner that isngistent with our data practices. If so, in
addition to the possibility of fines and penaltiagjovernmental order requiring that we changedatat 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 revenues. Nondamg# could result in penalties being imposed oaruge could be ordered to cease
conducting the noncompliant activity.

In addition to government regulation, privacy aca@mcand industry groups or other third parties piapose new and different self-
regulatory standards that either legally or contralty 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, reduce sales and harbusiness.

Additionally, our virtualization technology is useg cloud computing vendors, and we have expandeéhaolvement in the delivery and
provision of cloud computing through business allies with various providers of cloud computing &ars 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
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failure to comply with data protection laws andukgjons by our customers and business partnersprdwade cloud computing services could
have a material adverse effect on our business.

Since our hybrid cloud and SaaS offerings are waded), our customers store their data on our seanersur vendors’ servers. This data
may include personal data. It may also includeqmtaid health information (“PHI”) that may be subjecfederal, state and international health
care privacy, data privacy or security laws, inghgdthe Health Insurance Portability and AccourligbAct (“HIPAA”). HIPAA has been
amended by the Health Information Technology fooritamic and Clinical Health Act (“HITECH Act”) witthe result of increased civil
penalties. As a result of HIPAA and the HITECH Awmtisiness associates who have access to PHI pdolideovered entities and other
business associates are now directly subject té\AIRVhen our customers place PHI into our hybridud services, including vCloud Air or
our services hosted on our vCloud Air, we may logiired to comply with HIPAA'’s data security requirents and may be liable for sanctions
and penalties for failure to do so. Any systemkufaior compromise of our security that resultthierelease of our customers’ data could (i)
subject us to substantial damage claims from ostoooers, (ii) expose us to costly regulatory reréali, and (iii) harm our reputation and
brand. We may also need to expend significant messuto protect against security breaches.

If we fail to comply with our customer contracts glovernment contracting regulations, our businessutd be adversely affecte

Contracts with many of our customers include unigne specialized performance requirements. Inqudati, our contracts with federal,
state, local and non-U.S. governmental custometanarrangements with distributors and reseildrs may sell directly to governmental
customers are subject to various procurement régna contract provisions and other requiremesitsting to their formation, administration
and performance. Any failure by us to comply withygsions in our customer contracts or any violatid 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 governmentactst, 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. In thdipary course of business, we also receive inquifriem and have ongoing discussions with
government entities regarding the compliance ofammtracting and sales practices with laws andlagigns. For example, in June 2015, we
reached an agreement with the Department of Jusi®J”) and the General Services AdministratioG$A") to pay $76 million to resolve
allegations that our government sales practicesdest 2006 and 2013 had violated the federal FdiEen€ Act. As set forth in the settlement
agreement, VMware denied the allegations withoutitithg liability. A failure in the future to complwith federal and state governmental
contracting requirements could result in the teation of customer contracts, our suspension fromegonent work, the imposition of fines or
other government sanctions or an inability to comaper new contracts, any of which could adversdfgct our business, operating results or
financial 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 thadies, all of which offer only limited protectioAs such, despite our efforts, the steps we
have taken to protect our proprietary rights malyb@adequate to preclude misappropriation of oopretary information or infringement of
our intellectual property rights, and our abilityfolice such misappropriation or infringementnigertain, particularly in countries outside of
the United States. Further, with respect to paights, we do not know whether any of our pendiatept applications will result in the
issuance of patents or whether the examinationggowill require us to narrow our claims. To theeakthat additional patents are issued fron
our patent applications, which are not certainy tinay be contested, circumvented or invalidatetthénfuture. Moreover, the rights granted
under any issued patents may not provide us wipr@tary protection or competitive advantages, asdvith any technology, competitors
may be able to develop similar or superior techgie®to our own now or in the future. In additiarg rely on confidentiality or license
agreements with third parties in connection witkirtluse of our products and technology. There iguarantee that such parties will abide by
the terms of such agreements or that we will be tbhdequately enforce our rights, in part becaweseely on “click-wrap” and “shrink-wrap”
licenses in some instances.

Detecting and protecting against the unauthorizedad our products, technology proprietary rights] intellectual property rights is
expensive, difficult and, in some cases, impossittégation may be necessary in the future to erdaor defend our intellectual property rig
to protect our trade secrets or to determine tlidityaand scope of the proprietary rights of otheéBuch litigation could result in substantial
costs and diversion of management resources, @ftvenich could harm our business, financial conditand results of operations, and there i
no guarantee that we would be successful. Furthermeany of our current and potential competit@gehthe ability to dedicate substantially
greater resources to protecting their technologptetlectual property rights than we do. Accordinglespite our efforts, we may not be abl
prevent third parties from infringing upon or migagpriating our intellectual property, which coutgbsult in a substantial loss of our market
share.
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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 to or better thaars.

Our success and ability to compete depend subaligntpon our internally developed technology, whie some cases is incorporated in
the source code for our products. We seek to pritecsource code, design code, documentation tned imformation relating to our software,
under trade secret, copyright, and other applickas. However, we have chosen to provide accesartbypervisor and other selected source
code to several dozen of our partners for co-dgvetnt, as well as for open APIs, formats and patod’hough we generally control access
to our source code and other intellectual propantyl enter into confidentiality or license agreetaavith such partners, as well as with our
employees and consultants, this combination ofemtaral and contractual safeguards may be insufitit@protect our trade secrets and other
rights to our technology. Our protective measuray tye inadequate, especially because we may radtlbéo prevent our partners, employees
or consultants from violating any agreements ariges we may have in place or abusing their agrassed to our source code. Improper
disclosure or use of our source code could helppetitors develop products similar to or better tbars.

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

Many of our products and services incorporate $ledédopen source” software, and we may incorporgden source software into other
products and services in the future. Open sourfte/ae is generally licensed by its authors or othed parties under open source licenses.
Open source licensors generally do not provide avies or assurance of title or controls on orafithe software, which exposes us to
potential liability if the software fails to workr anfringes the intellectual property of a thirdriga

We monitor our use of open source software in &rteb avoid subjecting our products to conditioves do not intend and avoid exposing
us to unacceptable financial risk. However, theepsses we follow to monitor our use of open sosofevare could fail to achieve their
intended result. In addition, although we belidvat twve have complied with our obligations undenthgous applicable licenses for open
source software that we use, there is little olegal precedent governing the interpretation ahteim most of these licenses, which increases
the risk that a court could interpret the licengterently than we do.

From time to time, we receive inquiries or claimanfi authors or distributors of open source softvitrackided in our products regarding
our compliance with the conditions of one or moperm source licenses. An adverse outcome to a daira require us to:

* pay significant damage

» stop distributing our products that contain theropeurce softwar
» revise or modify our product code to remove alleigédnging code
» release the source code of our proprietary softwa

» take other steps to avoid or remedy an allegethodment

In March 2015, a software developer who allegessbfiware code he wrote is used in a componeatp¥Sphere product filed a lawsuit
against us in Germany alleging copyright infringatrfer failing to comply with the terms of an opgource license General Public License v.:
(“GPL v.2"), and seeking an order requiring us to comply with@PL v.2 or cease distribution of any affectedecaithin Germany. Althoug
we believe that the claims in this lawsuit lack ihand intend to vigorously defend the lawsuit,agiverse outcome to this or other claims ct
have a material adverse impact on our intelleqiugperty rights, our operating results and finahodendition.

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 solutigrasd increased competition.

Several of our product offerings are distributedemopen source licenses. Software solutions tieagwEbstantially or mostly based on o
source software subject us to a number of riskscaatlenges:

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

» One of the characteristics of open source saéwsathat anyone can modify the existing softwardevelop new software that
competes with existing open source software. Assalt, competition can develop without the degrfe@verhead and lead time
required by traditional proprietary software comiganlt is also possible for new competitors
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with greater resources than ours to develop thwir open source solutions, potentially reducingdbmand for, and putting price
pressure on, our solutions.

It is possible that a court could hold that libenses under which our open source products arices 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 andtim over our intellectual property could adveysaffect our standing in the open
source community, which in turn could limit our ktiyito continue to rely on this community, uponiahwe are dependent, as a
resource to help develop and improve our open sgumeducts and services.

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 acquitieerfuture other businesses, products or techiedogcquisitions involve significant
risks and uncertainties, which include:

disrupting our ongoing operations, diverting mg@ment from day-to-day responsibilities, incregsiar expenses, and adversely
impacting our business, financial condition andiltssof operations;

failure of the acquired business to further ouritess strateg

uncertainties in achieving the expected benefin acquisition, including enhanced revenueelogy, human resources, cost
savings, operating efficiencies and other synergies

reducing cash available for operations, stock relpase programs and other uses and resulting imtgadte dilutive issuances of equ
securities or the incurrence of debt;

incurring amortization expense related to iderifiaintangible assets acquired that could impacbperating result
difficulty integrating the operations, systems htealogies, products and personnel of the acquitsthbsses effective
retaining and motivating key personnel from acglitempanie:

assuming the liabilities of the acquired businéscluding acquired litigation-related liabiliiend regulatory compliance issues, and
potential litigation or regulatory action arising@f a proposed or completed acquisition;

maintaining good relationships with customerdusiness partners of the acquired business anwnircustomers as a result of any
integration of operations;

product liability, customer liability or intelé#ual property liability associated with the saféh® acquired businessproducts

unidentified issues not discovered during tHigelhce process, including issues with the acquineginess’s intellectual property,
product quality, security, privacy practices, aaating practices, regulatory compliance or legaltocwencies;

maintaining or establishing acceptable standa@#rals, procedures or policies with respect toabguired business; a

risks relating to the challenges and costs of nlpsi transactio

Additionally, we may not be able to find suitabbaisition candidates, and we may not be able toptete acquisitions on favorable
terms, if at all. If we do complete acquisitiong may not ultimately strengthen our competitiveifpms or achieve our goals, or they may be
viewed negatively by customers, financial marketseestors. If our acquisitions do not meet oupentations, or if our strategic focus
subsequently changes, we may choose to abandaincactjuired product lines
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and divest from acquired businesses. It is gened#ficult for an acquirer to completely recovéetcost of an acquisition which is
subsequently divested. Accordingly, divestitureaajuired businesses and products may resulttikirsy charges for impairment of assets
and goodwill, and result in cash expenditures imeetion with headcount reductions.

The risks described above may be exacerbatedessith of managing multiple acquisitions at the séime. We may also face difficulties
due to the lack of experience in new markets, prtedar technologies or the initial dependence damiliar supply or distribution partners.

In addition to business acquisitions, we also $eekvest in businesses such as venture financegbanies and joint ventures that offer
complementary products, services or technologikes& investments are accompanied by risks sinoildroise encountered in an acquisition of
a business. Additionally, we do not control ensitiehere we have a minority investment, and theeefannot ensure that these investments ai
joint ventures will make decisions that promoteg complementary to our business strat

If our goodwill or amortizable intangible assets &@me impaired, we may be required to record a digant charge to earnings

We may not realize all the economic benefit from acguisitions of other companies, which could ltgsuan impairment of goodwill or
intangibles. Since the start of 2014, our goodballance increased by $954 million or 32% primaaya result of acquisitions made during the
year. We review our amortizable intangible assaténipairment when events or changes in circumstaim@icate the carrying value may
be recoverable. We test goodwill for impairmenieatt annually. Factors that may lead to impairnm&itde a substantial decline in stock
price and market capitalization or cash flows, mtlfuture cash flow estimates related to the asset slower growth rates in our industry.
We may be required to record a significant changeur financial statements during the period inchtany impairment of our goodwill or
amortizable intangible assets is determined, whichld negatively impact our results of operations.

Problems with our information systems could interéewith our business and could adversely impact ayerations.

We rely on our information systems and those afitparties for processing customer orders, delingeproducts, providing services and
support to our customers, billing and tracking ocustomers, fulfilling contractual obligations artti@rwise running our business. If our syst
fail, our disaster and data recovery planning amhcity may prove insufficient to enable timelyaeery of important functions and business
records. Any disruption in our information systeams those of the third parties upon whom we relyi¢bave a significant impact on our
business. In addition, we continuously work to erdeaour information systems. For example, we atheérmidst of a multi-year project to
replace our enterprise resource planning softwidre.implementation of these types of enhancemsriteduently disruptive to the underlying
business of an enterprise, which may especialthéease for us due to the size and complexityobasiness. Additionally, our information
systems may not support new business models atatiires and significant investments could be resfliin order to upgrade them. Any
disruptions relating to our systems enhancemeat$icplarly any disruptions impacting our operatiaturing the implementation period, could
adversely affect our business in a number of raspédditionally, delays in adapting our informatisystems to address new business model
could limit the success or result in the failureso€h initiatives and impair the effectiveness af internal controls. Even if we do not encou
these adverse effects, the implementation of thehancements may be much more costly than we peattiel. If we are unable to successfully
implement the information systems enhancementsaasi@d, our financial condition, results of opeyasi and cash flows could be negatively
impacted.

Our financial results may be adversely impactedtigher 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 taxesasyzdyroll, sales, use, value-added,
net worth, property and goods and services taraspth the United States and various foreign juctszhs. Our domestic and international tax
liabilities are subject to the allocation of reveawand expenses in different jurisdictions andithing of recognizing revenues and expenses.
Additionally, the amount of income taxes paid ibjsat to our interpretation of applicable tax lawshe jurisdictions in which we file and
changes to tax laws. Significant judgment is rezplin determining our worldwide provision for incertaxes and other tax liabilities. From
time to time, we are subject to income and non+imetax examinations. Currently, the EMC consoliddsx group, of which we are a part, is
under federal income tax audit for 2009 and 201@i¢vis ongoing), and the IRS also commenced thauait for 2011 during the first quart
of 2015. While we believe we have complied withagplicable income tax laws, there can be no assarthat a governing tax authority will
not have a different interpretation of the law aisdess us with additional taxes. Should we be se$egth additional taxes, there could be a
material adverse effect on our financial condittwnmesults of operations.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, our businetss, rehanging interpretation of existing
laws or regulations, the impact of accounting tock-based compensation, the impact of accountingdisiness combinations, and shifts in
the amount of earnings in the U.S. compared witieotegions in the world as well as
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the expiration of statute of limitations and setténts of audits, changes in our international amgdion, and changes in overall levels of
income before tax. For example, the U.S. fedessaech credit, which provided a significant reduetin our effective tax rate, expired on
December 31, 2014. Without the reinstatement of & federal research credit, we expect our 2@Estd/e tax rate to be higher than the
2014 effective tax rate.

In addition, in the ordinary course of our globakmess, there are many intercompany transactimhsalculations where the ultimate tax
determination is uncertain. Although we believe thar tax estimates are reasonable, we cannotetizatr the 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 judigtions is lower than the U.S. tax rate. Our in&ional income is primarily earned by our
subsidiaries organized in Ireland and as suchefiective tax rate can be impacted by the mix afearnings in the U.S. and foreign
jurisdictions.

During October 2014, Ireland announced revisiorissttax regulations that will require foreign eiauigs earned by our subsidiaries
organized in Ireland to be taxed at higher rates Wl be impacted by the changes in tax regulationireland beginning in 2021, and we may
proactively make structural changes that impactiaxirates prior to that date. Additionally, theSUand other countries where we do busines:s
have been considering changes to existing tax [alwsse potential changes could also adverselytaffeceffective tax rate.

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 and services.

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 osinkas, financial condition and results of
operations. As we continue to grow internationdtigreasing amounts of our business will be loc@ddreign 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 servicesigeml/through localized physical infrastructure,lsas utility or telecommunication outages,
can curtail the functioning of local offices as g critical components of our information systearsd adversely affect our ability to process
orders, provide services, respond to customer stg@ad maintain local and global business corttinNiatural disasters that affect the
manufacture of IT products can also delay cust@pending on our software, which is often couplethwustomer purchases of new servers
and IT systems. Furthermore, acts of terrorismar @ould cause disruptions in our or our customausiness or the economy as a whole, anc
disease pandemics could temporarily sideline atanhal part of our or our customers’ workforceaay particular time. To the extent that suct
disruptions result in delays or cancellations aftomer orders, or the deployment or availabilitpof products and services, our revenues
would be adversely affected. Additionally, any seekastrophic event could cause us to incur sicanifi costs to repair damages to our
facilities, equipment and infrastructure.

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

We prepare our consolidated financial statemenés@ordance with accounting principles generalbeated in the United States. These
principles are subject to interpretation by the S@ various bodies formed to interpret and crapfgopriate accounting principles and
guidance. A change in these principles or guidaoca their interpretations, may have a significaffect on our reported results and
retroactively affect previously reported resultsr Example, during May 2014, the Financial Accoogtstandards Board (“FASB”) issued
Accounting Standards Updaté ASU”) No. 2014-09, Revenue from Contracts with ©users (Topic 606). The updated standard is effectiv
for us in the first quarter of 2018 and permits tise of either the retrospective or cumulativeaffeansition method. Early adoption is
permitted, but not earlier than the first quarte2@17. We have not selected a transition methadaae currently evaluating the effect that A
2014-09 will have on our consolidated financiatestaents and related disclosures.

Risks Related to Our Relationship with EMC

As long as EMC controls us, or Class B common stoeknains outstanding, other holders of our ClasscAmmon stock will have limite
ability to influence matters requiring stockholdexpproval.

As of June 30, 2015 , EMC owned 43,025,000 shdrearcClass A common stock and all 300,000,000eshaf our Class B common
stock, representing 81.1% of the total outstanghmgyes of common stock or 97.4% of the voting pavi@utstanding common stock. The
holders of our Class A common stock and our ClassfBmon stock have identical rights,
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preferences and privileges except with respecbtimg and conversion rights, the election of dioest certain actions that require the conse
holders of Class B common stock and other protegirovisions as set forth in our certificate ofdroration. Holders of our Class B common
stock are entitled to 10 votes per share of ClassrBmon stock on all matters except for the eleatibour Group Il directors, in which case
they are entitled to one vote per share, and tlaer®of our Class A common stock are entitledrte wote per share of Class A common stocl
The holders of Class B common stock, voting sepbrats a class, are entitled to elect 80% of thed tmumber of directors on our board of
directors that we would have if there were no vagzson our board of directors at the time. Thesear Group | directors. Subject to any
rights of any series of preferred stock to elematdrs, the holders of Class A common stock aadtiiders of Class B common stock, voting
together as a single class, are entitled to el@cteamaining directors, which at no time will bedehan one director-our Group Il director(s).
Accordingly, the holders of our Class B common ktoarrently are entitled to elect 8 of our 9 diest

Our amended and restated certificate of incorpmmgtrovides that, if EMC transfers shares of ows€IB common stock to any party of
than a successor-in-interest or a subsidiary of Vi@ to a distribution to its stockholders un&erction 355 of the Internal Revenue Code of
1986, as amended (a “355 distribution”), those ehavill automatically convert into Class A commaock. Additionally, if, prior to a 355
distribution, EMC’s ownership falls below 20% o&tbutstanding shares of our common stock, all antkhg shares of Class B common stocl
will automatically convert to Class A common stoEkllowing a 355 distribution, shares of Class Bhamon stock may convert to Class A
common stock if such conversion is approved by Vkénstockholders after the 355 distribution and waeehobtained a private letter ruling
from the Internal Revenue Service. In January 261e1)RS announced in Revenue Procedure 2014-3giagrally, it would no longer issue
private letter rulings on 355 distributions. Forleng as EMC or its successor-in-interest bendfic@avns 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. To the exteat shares of our Class B common stock remain owtstg following a 355 distribution, the
shares will remain entitled to 10 votes per shackthe holders of our Class A common stock willtoare to have limited ability to influence
matters requiring stockholder approval. Furthermtiréhe extent that shares of our Class B comrnmrksemain outstanding following a 355
distribution, holders of these shares will remaititeed to elect 80% of the total number of direston our board of directors and the holders ¢
our Class A common stock will continue to have tadiability to elect members of our board of dioest

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&laos of outstanding voting stock, EMC will have #bility to take stockholder action without
the vote of any other stockholder and without hgitimcall a stockholder meeting, and holders of@iass A common stock will not be able to
affect the outcome of any stockholder vote durlrig period. As a result, EMC will have the abilitycontrol all matters affecting us,
including:

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

» any determinations with respect to significant neesgacquisitions and other business combina

* our acquisition or disposition of a significant amb of asset

* 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 legges

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

e 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@li or pursuant to our employee benefit p
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» 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 indicates to us that it will not provide amgquisite consent allowing us to conduct suchviiets when or if requested, we will not
be able to conduct such activities and, as a remuitbusiness and our operating results may bmd@rEMC's voting control and its additional
rights described above may discourage transaditimadving a change of control of us, including tsactions in which holders of our Class A
common stock might otherwise receive a premiunttfeir shares over the then-current market priceCE#not prohibited from selling a
controlling interest in us to a third party and nalyso without the approval of the holders of olas€ A common stock and without providing
for a purchase of any shares of Class A commorksteld by persons other than EMC. Accordingly, searf Class A common stock may be
worth less than they would be if EMC did not maiimteoting control over us or if EMC did not havestadditional 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 aifg master transaction agreement with respecettrttitations that are described above.

We engage in related persons transactions with EXh@t may divert our resources, create opportunitysts and prove to be unsuccessful.

We currently engage in a number of related persamsactions with EMC, that include joint produevdlopment, go-toaarket, branding
sales, customer service activities, real estatevaridus support services. Additionally, we conitdd technology and transferred employees t
Pivotal in 2013 and continue to hold a significamnership interest in Pivotal. For more informaticefer to Note K to the Notes to the
condensed consolidated financial information andr‘Relationship with EMC” in “Management’s Discussiand Analysis of Financial
Condition and Results of Operations” in this peita@port, and “Transactions with Related Persamshe proxy statement for our 2015 ant
meeting of stockholders.

We believe that these related persons transagi@mvide us a unique opportunity to leverage theaetve technical expertise, product
strengths and market presence of EMC and its siabigisl for the benefit of our customers and shddse while enabling us to compete more
effectively with competitors who are much largearitus. However, these transactions may prove rod successful and may divert our
resources or the attention of our management fribrar @pportunities. Our participation in these s@ttions may also cause certain of our ¢
vendors and ecosystem partners who compete with BMidts subsidiaries to also view us as their agtitgrs. Additionally, if Pivotal
requires additional funding, we may be asked tdrdmute capital resources to Pivotal or accepttiifuin our ownership interest, and we may
be unable to realize any value from the technolgy resources that we contributed to Pivotal.

Our business and EMC'’s business overlap, and EMCymtampete with us, which could reduce our markeas

We and EMC are both IT infrastructure companiewiging products and services that overlap in vagiareas. EMC competes with us in
certain areas now and may engage in increased titimpeavith us in the future. In addition, the ifiextual property agreement that we have
entered into with EMC provides EMC the ability teeuour source code and intellectual property, whsabject to limitations, it may use to
produce certain products that compete with oursCEMights in this regard extend to its majoridymned subsidiaries, which could include ji
ventures where EMC holds a majority position and onmore of our competitors hold minority posison

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 andceottmarketing partners, enforcing our intellectualgerty rights or pursuing business
combinations, other corporate opportunities (whtdhC is expressly permitted to pursue under ouifgzate of incorporation) or product
development initiatives that could adversely affaat competitive position, including our competiigosition relative to that of EMC in
markets where we compete with them. In addition (Eiaintains significant partnerships with certafimor competitors, including Microsoft.
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EMC’s competition in certain markets may affect our idity to build and maintain partnerships.

Our existing and potential partner relationshipy iba 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, ineigdBM 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.

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 VMvggrcurities, except pursuant to employee benlafitsgprovided that we obtain Class B
common stockholder approval of the aggregate amuaber of shares to be granted under such plah&h could cause us to forgo capital
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. However, if those liabilities
are significant and we are ultimately held liale them, we cannot be certain that we will be ableecover the full amount of our losses from
EMC.

Although we have entered into a tax sharing agrearhwith EMC under which our tax liabilities for mastransactions will effectively b
determined as if we were not part of any consoleitcombined or unitary tax group of EMC Corporati®r its subsidiaries, we nonethele
could be held liable for the tax liabilities of o#r members of these groups.

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 Corfgioraeor certain of its subsidiaries for state amcal income tax purposes. Pursuant to our
tax sharing agreement with EMC, we and EMC generaill make payments to each other such that, vapect to tax returns for any taxable
period in which we or any of our subsidiaries ax@uded in EMC'’s consolidated group for U.S. fedl@raome tax purposes or any other
consolidated, combined or unitary group of EMC Qogpion or its subsidiaries, the amount of taxelsegaid by us will be determined, sub
to certain adjustments, as if we and each of obsidiaries included in such consolidated, combimednitary group filed our own
consolidated, combined or unitary tax return. Wivenbecome subject to federal income tax auditsrasraber of EMC's consolidated group,
the tax sharing agreement provides that EMC hadwatit to control the audit and represent EMC adware's interests to the IRS.
Accordingly, if we and EMC differ on appropriatesppnses and positions to take with respect to tastipns that may arise in the course of a
audit, our ability to affect the outcome of sucllidsg@may be impaired. In addition, if EMC effect8%b Distribution that is subsequently
determined to be taxable, VMware could be liablealbor a portion of the tax liability, which calihave a material adverse effect on our
operating results and financial condition.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes since ouuia@gpn by EMC, and expect to
continue to be included in such consolidated gifonperiods in which EMC owns at least 80% of thi&lk voting power and value of our
outstanding stock. Each member of a consolidatedpyduring any part of a consolidated return yegointly and severally liable for tax on
the consolidated return of such year and for afbgaguently determined deficiency thereon. Similarlysome jurisdictions, each member of a
consolidated, combined or unitary group for stkteal or foreign income tax purposes is jointly aederally liable for the state, local or
foreign income tax liability of each other membéth® consolidated, combined or unitary group. Adawgly, for any period in which we are
included in the EMC consolidated group for U.S efedl income tax purposes or any other consolidauhpined or unitary group of EMC
Corporation and/or its subsidiaries, we could bbl& in the event that any income tax liability virsurred, but not discharged, by any other
member of any such group.
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Any inability to resolve favorably any disputes trerise 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

e our reseller arrangements with EN

» tax matters that involve us as a member of EMQ'salidated grou|

« 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 agreed to provide us or we have agreed to prdeidMC;
» arrangements with third parties that are exclusipt@ EMC;

» 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
» product or technology development or marketingvétets or customer agreements which may requiretmsent of EMC

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

The agreements we enter into with EMC may be anteogen agreement between the parties. While weantolled by EMC, we may
not have the leverage to negotiate amendmentse thgreements if required on terms as favorahle & those we would negotiate with an
unaffiliated third party.

Our CEO and some of our directors own EMC commonck or equity awards to acquire EMC common stockhdasome of our directors
hold management positions with EMC, which could csiconflicts of interests that result in our nott&eg on opportunities we otherwise
may have.

Our CEO and some of our directors own EMC commonksbr equity awards to purchase EMC common stioc&ddition, some of our
directors are executive officers or directors of EMind 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 equity awardsitohgse EMC common stock by
our directors and the presence of executive olioedirectors of EMC on our board of directorsldatreate, or appear to create, conflicts of
interest with respect to matters involving botrangl EMC that could have different implications EMC than they do for us. Provisions of our
certificate of incorporation and the master tratisacagreement between EMC and us address corpmpptatunities that are presented to our
directors or officers that are also directors dicefs of EMC. There can be no assurance thatrbxsgions in our certificate of incorporation
the master transaction agreement will adequatedyesd potential conflicts of interest or that ptitdrconflicts of interest will be resolved in
our favor, or that we will be able to take advaetaf corporate opportunities presented to indivisiugno are officers or directors of both us
and EMC. As a result, we may be precluded fromydngscertain 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. Furthbge interests of EMC and our other
stockholders may diverge. Under these circumstapezsons who might otherwise accept our invitatajoin our board of directors may
decline.

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

EMC owns more than 50% of the total voting poweowf common stock and, as a result, we are a “cldetr 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:
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» that a majority of our board of directors constindependent directo

« that we have a corporate governance and nomgatimmittee that is composed entirely of indepahdeectors with a written
charter addressing the committee’s purpose andmnsgglities;

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

« for an annual performance evaluation of the nommgadnd governance committee and compensation ctiew

While we have voluntarily caused our Compensatiwh @orporate Governance Committee to currentlydmeposed entirely of
independent directors, reflecting the requiremehtie New York Stock Exchange, we are not requicethaintain the independent
composition of the committee. As a result of our abthe “controlled company” exemptions, holdersur Class A common stock will not
have the same protection afforded to stockholdecempanies that are subject to all of the New Ystlick 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 umaéd in this Quarterly Report on Form 10-Q doeswecessarily reflect what our
financial condition, results of operations or clstws would have been had we been a completelypedéent entity during those periods. In
certain geographic regions where we do not havestablished legal entity, we contract with EMC sdilbsies 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 wouldtH®een charged had we contracted for such semwitiesn unrelated third party. These
costs are included as expenses on our condensedliciated statements of income. Additionally, wd &WC engage in intercompany
transactions, including agreements regarding teeoi€MC’s and our intellectual property and resthée, agreements regarding the sale of
goods and services to one another and to Pivatdlaa agreement for EMC to resell our productssamdices to third party customers. If EN
were to distribute its shares of our common stodkststockholders or otherwise divest itself dfaala significant portion of its VMware
shares, there would be numerous implications to \dk&wincluding the fact that VMware would lose bemefit of these arrangements with
EMC. There can be no assurance that VMware woulabbeto renegotiate these arrangements with EM@pace them on the same or
similar terms. Additionally, our business coulddaignificant disruption and uncertainty as we dition from these arrangements with EMC.
Moreover, our historical financial information istmecessarily indicative of what our financial ddion, results of operations or cash flows
will be in the future if and when we contract an& length with independent third parties for teevices we have received and currently
receive from EMC. During the three and six monthdezl June 30, 2015, we recognized revenues of $108n and $194 million ,
respectively, and as of June 30, 2015, $278 mithbsales were included in unearned revenues fuwh gansactions with EMC. For
additional information, see “Management’s Discussaad Analysis of Financial Condition and Resuft®perations” and our consolidated
financial statements and notes thereto.

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, 2014 and June 30, 2015, the closingtrautice of our Class A common stock was volatiéaging between $75.06 and $111.8(
share. Our trading price could fluctuate substéntia the future due to the factors discussechis Risk Factors section and elsewhere in this
Quarterly Report on Form 10-Q.

Substantial amounts of Class A common stock am lyebur employees and EMC, and all of the shafesioClass B common stock,
which may be converted to Class A common stock upgoest of the holder, are held by EMC. Shareslags A common stock held by EMC
(including shares of Class A common stock that mighissued upon the conversion of Class B comrtamk)are eligible for sale subject to
the volume, manner of sale and other restrictidridube 144 of the Securities Act of 1933, as amendee “Securities Act”), which allows the
holder to sell up to the greater of 1% of our arsing Class A common stock or our four-week averagekly trading volume during any
three-month period and following the expiratiortledir contractual restrictions. Additionally, EM@gsesses registration rights with respect tc
the shares of our common stock that it holds. If@&E&hooses to exercise such rights, its sale oflthees that are registered would not be
subject to the Rule 144 limitations. Additionaltiie provisions of our charter documents and theeagents that we entered into with EMC
prior to our IPO enable EMC to elect to distribatiof its holdings of our Class A and Class B coomnstock to EMC stockholders and require
us to register the shares so they could be resdltki public trading markets. If a significant ambaf the shares that become eligible for resal
enter the public trading markets in a short peabtime, the market price of our Class A commorcktmay decline. Additionally, if our Class
B common stock is distributed to EMC
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stockholders and remains outstanding, it woulderseparately from and potentially at a premiumuio@ass A common stock, and could
thereby contribute additional volatility to the geiof our Class A common stock.

Additionally, broad market and industry factors niegcrease the market price of our Class A comnmekstegardless of our actual
operating performance. The stock market in gerardltechnology companies in particular have oftggesenced extreme price and volume
fluctuations. Our public float is also relativelyall due to EMC's holdings, which can result inae volatility in our stock compared to that
of other companies with a market capitalizationikinto ours. In addition, in the past, followingnnds of volatility in the overall market and
the market price of a company’s securities, seegritlass action litigation has often been instdyincluding against us, and, if not resolved
swiftly, can result in substantial costs and a dii@ of management’s attention and resources.

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

The trading market for our Class A common stodkfisienced by the research and reports that industsecurities analysts publish about
us, our business, our market or our competitoranyf of the analysts who cover us change theimneeendation regarding our stock adversely
or provide more favorable relative recommendatiminsut our competitors, our stock price would likagcline.

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

As our controlling shareholder, EMC has the abiiiyrevent a change in control of VMware. Provisian our certificate of incorporation
and bylaws may also have the effect of delayingreventing a change of control or changes in ouragament. These provisions include the
following:

» the division of our board of directors into targasses, with each class serving for a stagdered-year term, which prevents
stockholders from electing an entirely new boardiacéctors 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 inelaction of directors unless such person or gadsp 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 elien of directors or any other matters, which wootberwise 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-irder® longer owns shares of our common stock reptigy 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-intepestses 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:

» amend certain provisions of our bylaws or certitcaf incorporatior

» make certain acquisitions or dispositic

» declare dividends, or undertake a recapitalizatioiiguidation

« 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 subaidies; 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
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merging or combining with us. These provisionsim certificate of incorporation and bylaws and undelaware law could discourage
potential takeover attempts and could reduce tioe pinat investors might be willing to pay for sb&f our common stock.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
* (a) Sales of Unregistered Securi
None.
* (b) Use of Proceeds from Public Offering of Commaocg
None.
e (c) Purchases of Equity Securities by the IssuerAdfiliated Purchase!
Purchases of equity securities during the threethsoended June 30, 2015:

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)(2) Q) Q)@3)
April 1 — April 30, 2015 1,964,570 $ 84.3¢ 1,964,557 % 1,356,344,13
May 1 — May 31, 2015 1,335,98. 87.9: 1,335,98. 1,238,882,38
June 1 — June 30, 2015 1,449,11 88.6¢ 1,449,11 1,110,359,38
4,749,67. % 86.6¢ 4,749,67. 1,110,359,38

(1) InJanuary 2015, VMware’s Board of Directousrerized the repurchase of up to an additionallitien dollars of VMware’s Class A
common stock through the end of 2017. The Janudt$ 2uthorization was in addition to the author@agpproved in August 2014 for
the repurchase of up to one billion dollars of VMela Class A common stock through the end of 20Mware’s Class A common stock
has been, and may in the future be, purchasedgmirsuour stock repurchase authorizations, frone tio time, in the open market or
through private transactions, subject to markett@mns. We are not obligated to purchase any shameer our stock repurchase program
Subject to applicable laws, repurchases undertouk sepurchase program may be made at such tintesxauch amounts as we deem
appropriate. The timing of any repurchases anddeal number of shares repurchased will deperavariety of factors, including
VMware’s stock price, cash requirements for operationsbasthess combinations, corporate and regulatapyimements and other marl
and economic conditions. Purchases under our ségekchase program can be discontinued at anythiateve feel additional purchases
are not warranted.

(2) The average price paid per share excludes commg

(3) Represents the amounts remaining in the VMwarekstmurchase authorizatio

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.
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ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS
Incorporated by Reference
Exhibit _ o 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.z Amended and Restated Bylaws 8-K 3/8/2011
10.6+ 2007 Equity and Incentive Plan, as amended andtegsMay 27, 2015 X
10.9+ Form of Stock Option Agreement, as amended MayY @35 X
31.1 Certification of Principal Executive Officer reqai 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 reqeit 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 Sarbanesy@dt 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.PRI  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:August 5, 2015 By: /sl Kevan Krysler

Kevan Krysler
Senior Vice President, Chief Accounting Officer
(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
10.6+ 2007 Equity and Incentive Plan, as amended andtegsMay 27, 2015 X
10.9+ Form of Stock Option Agreement, as amended May2035 X
31.1 Certification of Principal Executive Officer regad 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 reqeit 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 Sarbanesy@dt 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.PRI XBRL Taxonomy Extension Presentation Linkbase X
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Exhibit 10.6

Amended and Restated on May 27, 2

VMWARE, INC.
AMENDED AND RESTATED 2007 EQUITY AND INCENTIVE PLAN

1. PURPOSE; TYPES OF AWARDS; CONSTRUCTION.

The purpose of the VMware, Inc. 2007 Equity ancehitve Plan is to attract, motivate and retain eygés an
independent contractors of the Company and anyidabsand Affiliate and non-employee directorsttoté Company,
any Subsidiary or any Affiliate. The Plan is alssidned to encourage stock ownership by such perdwereby
aligning their interest with those of the Comparstsreholders and to permit the payment of compiensthat
gualifies as performandeased compensation under Section 162(m) of the .Gadsuant to the provisions hereof, tf
may be granted Options (including “incentive stogiions” and “non-qualified stock options”), andh@t Stock-Based
Awards, including but not limited to Restricted &tpRestricted Stock Units, Stock Appreciation Rigfpayable in
shares) and Other Cash-Based Awards.

The 2007 Equity and Incentive Plan will become @ffee as of the date of the adoption by the Board.
2. DEFINITIONS . For purposes of the Plan, the following termsdened as set forth below:
(@) “Adoption Date” means the date that the Plan waptedl by the Board.

(b) “Affiliate” means an affiliate of the Company, asfohed in Rule 12b-2 promulgated under Sectio
12 of the Exchange Act.

(c) “Award” means individually or collectively, a granhder the Plan of Options, Restricted Stock,
Restricted Stock Units or Other Stock-Based AwardSther Cash-Based Awards.

(d) “Award Terms” means any written agreement, confnaatice or other instrument or document
evidencing an Award.

(e) “Beneficial Owner” has the meaning ascribed to siecn in Rule 13d-3 of the Exchange Act.
() “Board” means the Board of Directors of the Company
(g) “Change in Control” of the Company means and inetudny of the following occurrences:

(i) Any Person is or becomes the Beneficial Oyvdeectly or indirectly, of securities of the
Company representing 35% or more of the combing¢idg@ower of the Company’s then outstanding séesti
excluding any Person who becomes a Beneficial Owneonnection with subsection (ii) below. For theidance of
doubt, any change in the Persons who are the directirect Beneficial Owners of the securitiedPairent will not be




deemed to constitute a change in the direct oreatiBeneficial Owners of the Company for purpasiethis subsectio

(i);

(i) There is consummated a merger or consabdatf the Company with any other corporat
or similar entity, other than (A) a merger or cdigation which would result in the voting securgtief the Company
outstanding immediately prior to such merger orsotidation continuing to represent (either by remmag outstanding
or by being converted into voting securities of sheviving entity or any parent thereof) at lea3¥bof the combined
voting power of the securities of the Company ahssurviving entity or any parent thereof outstagdmmediately
after such merger of consolidation, or (B) a memeronsolidation effected to implement a recajaision of the
Company (or similar transaction) in which no Persoor becomes the Beneficial Owner, directly atiiectly, of
securities of the Company (not including in theusiies Beneficially Owned by such Person any séesracquired
directly from the Company or its affiliates) repgaing 35% or more of the combined voting powethef Company’s
then outstanding securities;

(i) The stockholders of the Company approyeam of complete liquidation or dissolution of
the Company, or there is consummated an agreeimetiitef sale or disposition by the Company of alwostantially
all of the Company’s assets, other than, followarf55 Distribution” (as defined below), a saled@sposition by the
Company of all or substantially all of the Compangssets to an entity, at least 50% of the comhingdg power of
the voting securities of which are owned by stoditers of the Company in substantially the same qutogns as their
ownership of the Company immediately prior to ssale;

(iv) The individuals who constitute the Incumb&oard cease for any reason to constitute at
least a majority of the Board; or

(v) Parent becomes the Beneficial Owner of 90%hore of each class of the Company’s then
outstanding capital stock through a transactioseoies of transactions, including without limitatj@ tender for shares
or otherwise, and regardless of whether the traiosaor series of transactions has been fully comeated at such
time.

Any other provision of this definition notwithstaingd, the term Change in Control will not be
deemed to have occurred by virtue of Parent’silligion or transfer of the Company’s shares imagaction intended
to qualify as a tax-free distribution or transfeder Code Section 355 (355 Distribution”).

(h) “Cause” has the meaning set forth in the Granteeiployment or other agreement with the
Company, any Subsidiary or any Affiliate, if anyppided that if the Grantee is not a party to amghsemployment or
other agreement or such employment or other agmnetetioes not contain a definition of Cause, thens€dhas the
meaning set forth below:

()  willful neglect, failure or refusal by the Partieipt to perform his or her employment du
(except resulting from the Participant’s incapaditie to illness) as reasonably directed by hiseoreimployer;




(i) willful misconduct by the Participant in the perance of his or her employment duties;

(i) the Participans indictment for a felony (other than traffic reldt offense) or
misdemeanor involving moral turpitude; or

(iv) the Participans commission of an act involving personal dishondkat results i
financial, reputational, or other harm to the Compand its Affiliates and Subsidiaries, includitgit not limited to, a
act constituting misappropriation or embezzlemémiroperty.

provided, however, that the Award Terms may incladiefinition of Cause that modifies or
supersedes this definition.

(i) “Code” means the Internal Revenue Code of 198&nsnded from time to time.

() “Committee” means the Compensation Committee oBib@&rd. Unless other determined by the
Board, the Committee will be comprised solely akdiors who are (a) “non-employee directors” uridlele 16b-3 of
the Exchange Act, (b) “outside directorgider Section 162(m) of the Code and (c) who otlserweet the definition
“independent directors” pursuant to the applicabbpirements of any national stock exchange upanhathe Stock is
listed. Any director appointed to the Committee vdo@s not meet the foregoing requirements shoglaseshimself or
herself form all determinations pertaining to Ru@b-3 of the Exchange Act and Section 162(m) ofGbde.

(k) “Company” means VMware, Inc., a corporation orgadiznder the laws of the State of Delaware
or any successor corporation.

() “Covered Employee” has the meaning set forth ini8ed62(m)(3) of the Code.

(m) “Exchange Act’means the Securities Exchange Act of 1934, as aadkefindm time to time, and
now or hereafter construed, interpreted and appleckgulations, rulings and cases.

(n) “Exchange Offer” means the offer by the Compangxohange awards issued under the Plan for
awards of or with respect to the common stock oéRieheld by certain employees of the Company en8ubsidiaries
as set forth in more detail in the Offer to Exchawegpected to be filed by the Company and Parent.

(o) “Fair Market Value” means the closing sales priee ghare of Stock on the principal securities
exchange on which the Stock is traded (i) on the dagrant or (ii) on such other date on whichftéie market value ¢
Stock is required to be calculated pursuant tdehas of an Award, provided that if there is nolssale on the releva
date, then on the last




previous day on which a sale was reported; if ttoelSis not listed for trading on a national setesi exchange, the fe
market value of Stock will be determined in gooithfédy the Board.

(p) “Grantee” means a person who, as an employee epamtient contractor of or non-employee
director with respect to the Company, a Subsidiargn Affiliate, has been granted an Award underRhan.

(@) “Incumbent Board” means the members of the Boamf &sbruary 25, 2015. Notwithstanding the
preceding sentence, any individual who becomesrabaeof the Board after such effective date whasetien, or
nomination for election by the stockholders of @@mmpany, was approved by a vote of at least a majufrthe
directors then comprising the Incumbent Board hallconsidered as though such member were a mernther o
Incumbent Board, but excluding, for this purposg;, such individual whose initial assumption of offioccurs as a
result of an actual or threatened election contébktrespect to the election or removal of direstor other actual or
threatened solicitation of proxies or consents ibgrobehalf of a Person other than the Board.

(n “ISO” means any Option designated as and intendde tand which qualifies as an incentive stoc
option within the meaning of Section 422 of the €od

(s) “NQSO” means any Option that is designated as gualified stock option or which does not
qgualify as an ISO.

() “Option” means a right, granted to a Grantee uikmtion 6(b)(i), to purchase shares of Stock. A
Option may be either an ISO or an NQSO.

(u) “Other Cash-Based Award” means a casised Award granted to a Grantee under Sectioig(
hereof, including cash awarded as a bonus or upmattainment of Performance Goals or otherwigeeawitted under
the Plan.

(v) “Other Stock-Based Award” means an Award grantea @rantee pursuant to Section 6(b)(iv)
hereof, that may be denominated or payable ingehin whole or in part by reference to, or otheeAdgsed on, or
related to, Stock, each of which may be subjethécattainment of Performance Goals or a periazbafinued
employment or other terms and conditions as pezthithder the Plan.

(w) “Parent” means EMC Corporation, a Massachuset{socation.

(x) “Performance Goals” means performance goals basem® or more of the following criteria: (i)
earnings including operating income, earnings leetorafter taxes, earnings before or after intecegireciation,
amortization, or extraordinary or special item$ook value per share (which may exclude nonreagitems); (ii) pre-
tax income or after-tax income; (iii) earnings pemmon share (basic or diluted); (iv) operatindfiprév) revenue,
revenue growth or rate of revenue growth; (vi) meton assets (gross or net), return on investnneturn on capital, or
return on equity; (vii) returns on sales or reven(eiii) operating expenses; (ix) stock price ampation; (x) cash flow,
free cash flow, cash flow return




on investment (discounted or otherwise), net cashiged by operations, or cash flow in excess st ob capital; (xi)
implementation or completion of critical projectspwocesses; (xii) economic value created; (xuincilative earnings
per share growth; (xiv) operating margin or praiirgin; (xv) common stock price or total stockholdgurn; (xvi) cos
targets, reductions and savings, productivity dfidiencies; (xvii) strategic business criterianststing of one or more
objectives based on meeting specified market patn@tr geographic business expansion, customesfaation,
employee satisfaction, human resources managemggrvision of litigation, information technologgnd goals
relating to acquisitions, divestitures, joint vamsiand similar transactions, and budget compasjganiii) personal
professional objectives, including any of the faneg performance goals, the implementation of pedi@and plans, the
negotiation of transactions, the development of ltearm business goals, formation of joint venturesearch or
development collaborations, and the completiontieéiocorporate transactions; and (xix) any comimnmatf, subset or
component of, or a specified increase in, any efftmegoing. Where applicable, the Performance Soay be
expressed in terms of attaining a specified le¥é&he particular criteria or the attainment of agestage increase or
decrease in the particular criteria, and may bdiegppo one or more of the Company, a Subsidiariftitiate, or a
division or strategic business unit of the Compamymay be applied to the performance of the Compalative to a
market index, a group of other companies or a coatlan thereof, all as determined by the Commitidne
Performance Goals may include a threshold levpkeoformance below which no payment will be maden@westing
will occur), levels of performance at which speaifipayments will be made (or specified vesting agltur), and a
maximum level of performance above which no add@lg@ayment will be made (or at which full vestingj occur).
Each of the foregoing Performance Goals will beedsined in accordance with generally accepted atoug
principles and will be subject to certification the Committee; provided that, to the extent an Alnanintended to
satisfy the performandeased compensation exception to the limits of 8ecd62(m) of the Code and then to the ex
consistent with such exception, the Committee hastthority to make equitable adjustments to #réoRmance Goa
in recognition of unusual or non-recurring everitsaing the Company or any Subsidiary or Affiliatethe financial
statements of the Company or any Subsidiary ofiafff, in response to changes in applicable lawsgulations, or to
account for items of gain, loss or expense detexthin be extraordinary or unusual in nature oepient in
occurrence or related to the disposal of a segufembusiness or related to a change in accouptingiples.

(y) “Person” has the meaning ascribed to such terneati@ 3(a)(9) of the Exchange Act and as use
in Sections 13(d) and 14(d) thereof, including @ugras defined in Section 13(d) of the ExchangebAtEexcluding (i)
the Company or Parent, any of their respectiveidigrges or any employee benefit plan sponsoredantained by th
Company, Parent or any of their respective subsedigincluding any trustee or other fiduciary afauch plan), (ii) a
underwriter temporarily holding securities pursutnan offering of such securities, or (iii) a coration owned,
directly or indirectly, by the stockholders of tBempany in substantially the same proportions es twnership of
stock of the Company, provided, however, that ttedusion from this definition of Parent, its subaries or employee
benefits plans sponsored by Parent, as set fodhbnolause (i), will no longer apply and will na keinstated once
Parent is no longer the Beneficial Owner, direotlyndirectly, of securities of




the Company representing 35% or more of the condbiaéing power of the Company’s then outstandirgugées.
(z) “Plan” means this VMware, Inc. 2007 Equity and Imidée Plan, as amended from time to time.

(aa) “Restricted Stock” means an Award of shares of iStoa Grantee under Section 6(b)(ii) that is
subject to certain restrictions and to a risk ofdiure.

(bb) “Restricted Stock Unit” means a right granted 8rantee under Section 6(b)(iii) of the Plan to
receive shares of Stock subject to certain regtnstand to a risk of forfeiture.

(cc) “Rule 16b-3” means Rule 16b-3, as from time to timeffect promulgated by the Securities and
Exchange Commission under Section 16 of the Exah&mg, including any successor to such Rule.

(dd) “Stock” means shares of Class A common stock, parev$0.01 per share, of the Company.

(ee) “Stock Appreciation Right” means an Award that #es a Grantee upon exercise to the excess
the Fair Market Value of the Stock underlying theakd over the base price established in respesuiat Stock.

(ff)  “Subsidiary” means any entity in an unbroken chadientities beginning with the Company if, at
the time of granting of an Award, each of the @&gi{other than the last entity in the unbrokenrghawns stock
possessing 50% or more of the total combined vaioger of all classes of stock in one of the o#fities in the
chain.

3. ADMINISTRATION

(@) The Plan will be administered by the Committeeabthe discretion of the Board, the Board. In
event the Board is the administrator of the Plaferences herein to the Committee will be deemewiclade the Boar«
The Board may from time to time appoint a membenembers of the Committee in substitution for ocadulition to
the member or members then in office and may &llancies on the Committee however caused. Subjegipiicable
law, the Board or the Committee may delegate tabecemmittee or individual the ability to grant Awartisemployee
who are not subject to potential liability underctan 16(b) of the Exchange Act with respect tm$@ctions involving
equity securities of the Company at the time amhglelegated authority is exercised.

(b) The decision of the Committee as to all questidriaterpretation and application of the Plan will
be final, binding and conclusive on all personse TGommittee has the authority in its discretiomject to and not
inconsistent with the express provisions of thenPda administer the Plan and to exercise all thegy and authority
either specifically granted to it under the Plamecessary or advisable in the administration @Rlan, including
without




limitation, the authority to grant Awards, to detene the persons to whom and the time or timeshattwAwards will
be granted, to determine the type and number ofrdsvep be granted, the number of shares of Stoakhtoh an Awar
may relate and the terms, conditions, restrictaomd Performance Goals relating to any Award; tereine
Performance Goals no later than such time as isremfjto ensure that an underlying Award whichiemded to
comply with the requirements of Section 162(m)hef Code so complies; to determine whether, to wki@nt, and
under what circumstances an Award may be settiethatled, forfeited, accelerated (including updohange in
control”), exchanged, or surrendered; to make aajests in the terms and conditions (including Penfince Goals)
applicable to Awards; to construe and interpretRlem and any Award; to prescribe, amend and rdsaies and
regulations relating to the Plan; to determinetémms and provisions of the Award Terms (which neeidbe identical
for each Grantee); and to make all other determanatdeemed necessary or advisable for the admaiticst of the
Plan. The Committee may correct any defect or sugpy omission or reconcile any inconsistency aRtan or in any
Award Terms granted hereunder in the manner atfietextent it deems expedient to carry the Plameffect and will
be the sole and final judge of such expediencyChmmittee member will be liable for any action etetmination
made with respect to the Plan or any Award.

4. ELIGIBILITY

(&) Awards may be granted to officers, employees, irddpnt contractors and non-employee
directors of the Company or of any of the Subsidgaand Affiliatesprovided, that (i) ISOs may be granted only to
employees (including officers and directors whoas® employees) of the Company or any of its tezla
corporations” (as defined in the applicable regoie promulgated under the Code) and (ii) Awardyg begranted
only to eligible persons who are not employed l&y@ompany or a Subsidiary if such persons perfaipstantial
services for the Company or a Subsidiary.

(b) No ISO may be granted to any employee of the Compamny of its Subsidiaries if such
employee owns, immediately prior to the grant af tBO, stock representing more than 10% of thenggiower or
more than 10% of the value of all classes of sttiche Company or Parent or a Subsidiary, unlesgtiichase price
for the stock under such ISO is at least 110%sofF&ir Market Value at the time such 1SO is gramted the 1SO, by its
terms, will not be exercisable more than five ydeym the date it is granted. In determining trecktownership under
this paragraph, the provisions of Section 424(dhefCode will control.

(c) No Award, except for Restricted Stock, may be grdrib any employee or independent contractc
who is subject to Section 409A of the Code if spelson is an employee or independent contractan dffiliate that
is not a Subsidiary, unless such Award confornthéaequirements of Section 409A.

5. STOCK SUBJECT TO THE PLAN .

(@ The maximum number of shares of Stock reservethtogrant or settlement of Awards under the
Plan (the “Share Limit”) is 121,550,000, subjecathjustment as




provided herein, not including shares of stock dddethe Share Limit pursuant to Section 5(b). abgregate number
of shares of Stock made subject to Awards granteithgl any fiscal year to any single individual nregt exceed
3,000,000. Such shares may, in whole or in pargutiorized but unissued shares or shares thatiieereor may be
reacquired by the Company in the open market,iraf@ transactions or otherwise. If any sharesesulp an Award
(other than Awards substituted or assumed purgogection 5(b) herein) are forfeited, cancelledhanged or
surrendered or if an Award otherwise terminatesxpires without a distribution of shares to ther@ea, the shares of
stock with respect to such Award will, to the extehany such forfeiture, cancellation, exchangerender, terminatic
or expiration, again be available for Awards unither Plan.

(b) The Company may substitute or assume equity avadraisquired entities in connection with
mergers, reorganizations, separations, or othesaions to which Section 424(a) of the Code applfhe number of
shares of Stock reserved pursuant to Section Sowilhcreased by the corresponding number of eqwirds assumed
and, in the case of a substitution, by the neea®e in the number of shares of Stock subjectuiyeawards before
and after the substitution.

(c) Except as provided in an Award Term or as otherpreeided in the Plan, in the event of any
extraordinary dividend or other extraordinary disition (whether in the form of cash, Stock, orestproperty),
recapitalization, stock split, reverse split, reomngation, merger, consolidation, spin-off, recalpiation, combination,
repurchase, or share exchange, or other simil@ocate transaction or event, the Committee will enalich equitable
changes or adjustments as it deems necessary rapaipe to any or all of (i) the number and kirfdsbares of Stock «
other property (including cash) that may theredsterssued in connection with Awards or the totahber of Awards
issuable under the Plan, (ii) the number and kirghares of Stock or other property issued or isku@ respect of
outstanding Awards, (iii) the exercise price, grnamnte or purchase price relating to any Award) {ine Performance
Goals and (v) the individual limitations applicabdeAwards; provided that, with respect to ISOg; adjustment will
be made in accordance with the provisions of Secti(h) of the Code and any regulations or guidgromulgated
thereunder, and provided further that no such adjeist will cause any Award hereunder which is ardmees subject
Section 409A of the Code to fail to comply with tleguirements of such section.

6. SPECIFIC TERMS OF AWARDS .

(a) General. Subject to the terms of the Plan and any apgdkcaivard Terms, (i) the term of each
Award will be for such period as may be determihgdhe Committee, and (ii) payments to be madenbyGompany
or a Subsidiary or Affiliate upon the grant, matiom, or exercise of an Award may be made in socim$ as the
Committee determines at the date of grant or threancluding, without limitation, cash, Stock ather property, and
may be made in a single payment or transfer, iralinsents, or, subject to the requirements of $acli09A of the Coc
on a deferred basis.

(b) Awards.The Committee is authorized to grant to Granteegdhowing Awards, as deemed by the
Committee to be consistent with the purposes oPtha. The




Committee will determine the terms and conditiohsuzh Awards, consistent with the terms of thenP@ptions and
Stock Appreciation Rights (“SARS”) are subject tmaimum one-year vesting period following grantthathe
exception that up to 5% of the available shareStotk reserved for grant may be subject to suchrdsvaithout such
minimum vesting period.

(i) Options. The Committee is authorized to grant Options tan®es on the following terms
and conditions:

(A) The Award Terms evidencing the grant of an Optinder the Plan will designate
the Option as an ISO or an NQSO.

(B) The exercise price per share of Stock purchasatglertan Option will be
determined by the Committee, but in no event mayettercise price of an Option per share of Stodesgthan the
Fair Market Value of a share of Stock as of the adtgrant of such Option. The purchase price otlsas to which an
Option is exercised must be paid in full at theetiof exercise; payment may be made in cash, whahbe paid by
check, or other instrument acceptable to the Compamwith the consent of the Committee, in sharfeStock, valued
at the Fair Market Value on the date of exercisel@iding shares of Stock that otherwise would Is¢rihuted to the
Grantee upon exercise of the Option), or if theegerno sales on such date, on the next precedingrdehich there
were sales or (if permitted by the Committee arfgjesai to such terms and conditions as it may detexby surrender
of outstanding Awards under the Plan, or the Cotesitnay permit such payment of exercise price lyyosmer
method it deems satisfactory in its discretionadidition, subject to applicable law and pursuamrteedures approved
by the Committee, payment of the exercise price heagnade pursuant to a brolessisted cashless exercise procec
Any amount necessary to satisfy applicable fedstate or local tax withholding requirements muesphid promptly
upon notification of the amount due. The Committesey permit the minimum amount of tax withholdingo® paid in
shares of Stock previously owned by the employea,ortion of the shares of Stock that otherwisellal be
distributed to such employee upon exercise of theo@, or a combination of cash and shares of Siohk.

(C) Options will be exercisable over the exercise gef@hich may not exceed ten
years from the date of grant), at such times amh gpoich conditions as the Committee may deterramegflected in
the Award Terms; provided that, the Committee hasauthority to accelerate the exercisability of antstanding
Option at such time and under such circumstancésiagts sole discretion, deems appropriate.

(D) Upon the termination of a Grantee’s employmenteovise with the Company and
its Subsidiaries or Affiliates, the Options granteguch Grantee, to the extent that they are esadrie at the time of
such termination, will remain exercisable for spehniod as may be provided in the applicable Awagdis, but in no
event following the expiration of their term. Thedatment of any Option that is unexercisable ah@flate of such
termination will be as set forth in the applicaBlward Terms.

(E) Options may be subject to such other conditionth@a€ommittee may prescribe in
its discretion or as may be required by applicédle




(F) Notwithstanding anything to the contrary hereirgrgs of Options may be made
hereunder which have the terms and conditionsostt in the Exchange Offer.

(i)  Restricted Stock

(A) The Committee may grant Awards of Restricted Stoutter the Plan, subject to
such restrictions, terms and conditions, as the@itiee may determine in its sole discretion anéhadenced by the
applicable Award Terms (provided that any such Aliarsubject to the vesting requirements desciitezdin). The
vesting of a Restricted Stock Award granted underRlan may be conditioned upon the completionsifeified
period of employment or service with the Compamy, Subsidiary or an Affiliate, upon the attainmehspecified
Performance Goals or upon such other criteria@€thmmittee may determine in its sole discretion.

(B) The Committee will determine the purchase pricactvho the extent required by
law, may not be less than par value of the Stackgetpaid by the Grantee for each share of Re=sdristock or
unrestricted stock or stock units subject to theafdv The Award Terms with respect to such stockrdwall set forth
the amount (if any) to be paid by the Grantee wapect to such Award and when and under whatrostances such
payment is required to be made.

(C) Except as provided in the applicable Award Ternassimares of Stock underlying a
Restricted Stock Award may be assigned, transfearedtherwise encumbered or disposed of by tha@t@eauntil such
shares of Stock have vested in accordance wittethes of such Award.

(D) If and to the extent that the applicable Award Tenray so provide, a Grantee will
have the right to vote and receive dividends ortriRésd Stock granted under the Plan. Unless otiserprovided in th
applicable Award Terms, any Stock received as @leénd on or in connection with a stock split of #teres of Stock
underlying a Restricted Stock Award will be subjiecthe same restrictions as the shares of Stod&riying such
Restricted Stock Award.

(E) Upon the termination of a Grantee’s employmenteovise with the Company and
its Subsidiaries or Affiliates, the Restricted $tgcanted to such Grantee will be subject to theseand conditions
specified in the applicable Award Terms.

(F) Notwithstanding anything to the contrary hereirgrds of Restricted Stock may be
made hereunder which have the terms and condsieinf®rth in the Exchange Offer.

(i)  Restricted Stock UnitsThe Committee is authorized to grant RestrictedSUnits to
Grantees, subject to the following terms and caoukt
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(A) Atthe time of the grant of Restricted Stock Unike Committee may impose such
restrictions or conditions to the vesting of suakiadds as it, in its discretion, deems appropriauding, but not
limited to, the achievement of Performance Goalfe Tommittee has the authority to accelerate ttileseent of any
outstanding award of Restricted Stock Units at gimbk and under such circumstances as it, in lesdiscretion, deen
appropriate, subject compliance with the requireenSection 409A of the Code.

(B) Unless otherwise provided in the applicable Awaedris or except as otherwise
provided in the Plan, upon the vesting of a ResimiStock Unit there will be delivered to the Gesmtas soon as
practicable following the date on which such Awérdany portion thereof) vests, that number of ebaf Stock equal
to the number of Restricted Stock Units becomingesied.

(C) Subject to compliance with the requirements of i8act09A of the Code,
Restricted Stock Units may provide the Grantee wighright to receive dividend equivalent paymanwith respect to
Stock actually or notionally subject to the Awandhich payments may be either made currently oritgeédo an
account for the Grantee, and may be settled in @aSiock, as determined by the Committee. Any sattlements an
any such crediting of dividend equivalents may ligext to such conditions, restrictions and corgimges as the
Committee may establish, including the reinvestnaéisich credited amounts in Stock equivalents.

(D) Upon the termination of a Grantee’s employmenteovise with the Company and
its Subsidiaries or Affiliates, the Restricted $tdanits granted to such Grantee will be subjet¢htoterms and
conditions specified in the applicable Award Terms.

(iv)  Other Stock-Based or Cash-Based Awards

(A) The Committee is authorized to grant Awards to @& in the form of Other
Stock-Based Awards or Other Cash-Based Awardseaséd by the Committee to be consistent with tmpgses of
the Plan. The Committee will determine the ternms @onditions of such Awards, consistent with thenteof the Plan,
at the date of grant or thereafter, including teefdtmance Goals and performance periods. Stookher securities or
property delivered pursuant to an Award in the reatf a purchase right granted under Section @&y be purchased
for such consideration, paid for at such timessibgh methods, and in such forms, including, witHimoitation, Stock,
other Awards, notes or other property, as the Cdataeiill determine, subject to any required cogp@m@ction.

(B) With respect to a Covered Employee, the maximuraevaf the aggregate payment
that any Grantee may receive with respect to Qflzesh-Based Awards pursuant to this Section 6(bi{iv@spect of
any annual performance period is $5,000,000 andrigrother performance period in excess of one, ge@h amount
multiplied by a fraction, the numerator of whichth& number of months in the performance periodthadlenominatc
of which is twelve. No payment may be made to agtest Employee prior to the certification by the Qoittee that th
Performance Goals have been attained. The Committee
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may establish such other rules applicable to theeObtock- or Cash-Based Awards to the extentnuainsistent with
Section 162(m) of the Code.

(C) Payments earned in respect of any Cash-Based Awayde decreased or, with
respect to any Grantee who is not a Covered Emep|agereased in the sole discretion of the Commit@sed on such
factors as it deems appropriate.

7. GENERAL PROVISIONS .

(&) Nontransferability, Deferrals and Settlementdnless otherwise determined by the Committee ol
provided in an Award Term or set forth below, buttcordance with the Code and any applicable |lAwsrds will
not be transferable by a Grantee except by witherlaws of descent and distribution and will bereisable during the
lifetime of a Grantee only by such Grantee or hiardian or legal representative. Any attemptedjassent or transfer
of an Award will be null and void and without efteexcept as herein provided, including withoutitation any
purported assignment, whether voluntary or by dpmraf law, pledge, hypothecation or other disposj attachment,
divorce, trustee process or similar process, whéégal or equitable, upon such Award. The Committey permit
Grantees to elect to defer the issuance of sh&i®®ok or the settlement of Awards in cash undehgules and
procedures as established under the Plan to teatdkiat such deferral complies with Section 409#e Code and ai
regulations or guidance promulgated thereunder.

(b) Leave of Absence; Reduction in Service LeVale Committee may determine, in its discretion (i
whether, and the extent to which, an Award willtwéisring a leave of absence, (ii) whether, andetttent to which, a
reduction in service level (for example, from ftifke to parttime employment), will cause a reduction, or ottlesnge
in an Award, and (iii) whether a leave of absenceeduction in service will be deemed a terminatbemployment or
service for the purpose of the Plan and the AwananiE. The Committee will also determine all othatters relating t
whether the employment or service of a recipiergroAward is continuous for purposes of the Plahtae Award
Terms.

(c) No Right to Continued Employment, eiothing in the Plan or in any Award granted oy an
Award Terms, promissory note or other agreemerredtinto pursuant hereto confers upon any Grah&egght to
continue in the employ or service of the Company, &ubsidiary or any Affiliate or to be entitledaay remuneration
or benefits not set forth in the Plan or the agtlle Award Terms or to interfere with or limit inyaway the right of th
Company or any such Subsidiary or Affiliate to terate such Grantee’s employment or service.

(d) Cancellation and Rescission of Awardehe following provisions of this Section 7(d) &pp to
Awards granted to (i) Grantees who are classifigthe Company or a Subsidiary as an executiveafifenior officel
or officer (collectively, “Officers”) of the Comparor a Subsidiary, (i) Grantees who are non-emgéogtirectors of the
Company, and (iii) certain other Grantees desighbjethe Committee or the Board to be subject éatéinms of this
Section 7(d) (such designated Grantees togethkrQ@fficers and non-employee directors are refetoerbllectively as
“Senior Grantees”). The Committee or the Boardtdrsole discretion, may cancel, rescind, forfsispend or
otherwise limit or restrict any unexpired
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Award at any time if the Senior Grantee engagébetrimental Activity” (as defined below). Furthermore, in the e\
a Senior Grantee engages in Detrimental Activitgrat time prior to or during the six months aftey &xercise of an
Award, lapse of a restriction under an Award oiagl of Common Stock pursuant to an Award, sudtreise, lapse
or delivery may be rescinded until the later ot\{ip years after such exercise, lapse or deliveyi)awo years after
such Detrimental Activity. Upon such rescissiorg @ompany at its sole option may require the Selrantee to (i)
deliver and transfer to the Company the sharesankSeceived by the Senior Grantee upon such segtiapse or
delivery, (ii) pay to the Company an amount eqaalny realized gain received by the Senior Graintee such
exercise, lapse or delivery, (iii) pay to the Compan amount equal to the market price (as of Xeectse, lapse or
delivery date) of the Stock acquired upon suchasger lapse or delivery minus the respective puaie upon exercise,
lapse or delivery, if applicable or (iv) pay ther@many an amount equal to any cash awarded witlecesp an Award.
The Company will be entitled to set-off any suchoant owed to the Company against any amount owétet&enior
Grantee by the Company. Further, if the Companymaentes an action against such Senior Grantee (pyfvaaim
or counterclaim and including declaratory clainis)yvhich it is preliminarily or finally determineithat such Senior
Grantee engaged in Detrimental Activity or otheemsolated this Section 7(d), the Senior Grantestmeimburse the
Company for all costs and fees incurred in suctoacincluding but not limited to, the Company’sissenable
attorneys’ fees. Upon the effective date of a CeangControl, Section 7(d) will no longer be applite or enforceable
with respect to Awards granted (either before terahe Change in Control) to Senior Grantees. #&lun this Section
7(d), “Detrimental Activity” includes: (i) the faire to comply with the terms of the Plan or Awaetrhs; (ii) the
failure to comply with any term set forth in ther@pany’s Key Employee Agreement (irrespective of thbethe
Senior Grantee is a party to the Key Employee Agerd); (iii) any activity that results in terminai of the Senior
Grantee’s employment for Cause; (iv) a violatiorany rule, policy, procedure or guideline of then@pany; or (v) the
Senior Grantee being convicted of, or enteringillygplea with respect to a crime whether or natrected with the
Company.

(e) Taxes The Company, any Subsidiary and any Affiliataushorized to withhold from any Award
granted, any payment relating to an Award undePlhae, including from a distribution of Stock, aryaother payment
to a Grantee, amounts of withholding and otherdaiee in connection with any transaction involvamgAward, and to
take such other action as the Committee may deemade to enable the Company and Grantees tdysahfigations
for the payment of withholding taxes and otherdbkgations relating to any Award. This authoritgludes authority
to withhold or receive Stock or other property amanake cash payments in respect thereof in setiigfaof a
Grantee’s tax obligations; provided, however, thatamount of tax withholding to be satisfied byhhiblding Stock
will be limited to the minimum amount of taxes, limting employment taxes, required to be withheldarmapplicable
federal, state and local law.

()  Stockholder Approval; Amendment and Terminatidhe Plan takes effect on the Adoption Date,
subject to the requisite approval of a majorityhef stockholders of the Company, which approvaltraasur within
twelve (12) months of the date that the Plan igp&etbby the Board. If such approval has not beé¢aiméd within the
twelve (12) month

13




period, all Awards previously granted, exercisepurchased under the Plan will be rescinded, cadaahd become
null and void. The Board may amend, alter or disocoe the Plan and outstanding Awards thereundgmd
amendment, alteration, or discontinuation may bderthat would impair the rights of a Grantee uraigr Award
theretofore granted without such Granseednsent, or that without the approval of theldtotders (as described belc
would, except in the case of an adjustment as geavin Section 5, increase the total number ofeshaf Stock
reserved for the purpose of the Plan. In addisbmckholder approval will be required with respcany amendment
with respect to which shareholder approval is negiunder the Code, the rules of any stock exchangehich Stock
is then listed or any other applicable law. Unleadier terminated by the Board pursuant to theiprons of the Plan,
the Plan will terminate on the tenth anniversar{i)its Adoption Date or (ii) the date the Plarajgproved by a
majority of the stockholders of the Company, whiahas earlier. No Awards may be granted undeiPlla@ after such
termination date.

(g) No Rights to Awards; No Stockholder Righiéo Grantee haves any claim to be granted any
Award under the Plan, and there is no obligatiarufaformity of treatment of Grantees. No Grantas hany right to
payment or settlement under any Award unless atiithe Committee or its designee determines tlaghpent or
settlement is to be made. Except as provided spaltyfherein, a Grantee or a transferee of an Avwes no rights as a
stockholder with respect to any shares coveretéytvard until the date of the issuance of suchesha

(h)  Unfunded Status of Award3 he Plan is intended to constitute an “unfundadth for incentive
and deferred compensation. With respect to any paggmot yet made to a Grantee pursuant to an Awatting
contained in the Plan or any Award will gives angls Grantee any rights that are greater than thibageneral
creditor of the Company.

(i) No Fractional SharesNo fractional shares of Stock will be issued elivered pursuant to the PI
or any Award. The Committee will determine whetbash, other Awards, or other property will be issaepaid in
lieu of such fractional shares or whether suchtifvaal shares or any rights thereto will be foddibr otherwise
eliminated.

() Regulations and Other Approvals

() The obligation of the Company to sell or deliveoct with respect to any Award granted
under the Plan is subject to all applicable lawkes and regulations, including all applicable fatland state securities
laws, and the obtaining of all such approvals byegomental agencies as may be deemed necessagropeate by
the Committee.

(i) Each Award is subject to the requirement thatt &y time the Committee determines, in
its absolute discretion, that the listing, registra or qualification of Stock issuable pursuantie Plan is required by
any securities exchange or under any state ordetdav, or the consent or approval of any governaleregulatory
body is necessary or desirable as a conditionroff connection with, the grant of an Award or tkeuance of Stock, |
such Award may be granted or payment made or $$¢sclked, in whole or in part, unless listing, regisbn,
gualification, consent or approval has been efteoreobtained free of any conditions not acceptaibtbe Committee.
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(i) In the event that the disposition of Stock acqupatsuant to the Plan is not covered by a
then current registration statement under the S@s1Act of 1933, as amended (the “Securities Aahd is not
otherwise exempt from such registration, such Switkoe restricted against transfer to the exteopuired by the
Securities Act or regulations thereunder, and thm@ittee may require a Grantee receiving Stockyauntsto the Plan,
as a condition precedent to receipt of such Stimctepresent to the Company in writing that thecktacquired by such
Grantee is acquired for investment only and nolhaitziew to distribution.

(k) Section 409A This Plan is intended to comply and will be adstered in a manner that is
intended to comply with Section 409A of the Codd aiill be construed and interpreted in accordanitk such intent.
To the extent that an Award, issuance or paymesubgect to Section 409A of the Code, it will beaaged or issued or
paid in a manner that will comply with Section 408/the Code, including proposed, temporary orlfregulations or
any other guidance issued by the Secretary of thasliry and the Internal Revenue Service with atgpereto. Any
provision of this Plan that would cause an Awasduance or payment to fail to satisfy Section 469fke Code will
have no force and effect until amended to compth Wiode Section 409A (which amendment may be retiraato the
extent permitted by applicable law).

() Governing Law The Plan and all determinations made and actaden pursuant hereto is
governed by the laws of the State of Delaware witlgiving effect to the conflict of laws principlésereof.
Notwithstanding anything to the contrary hereig @ommittee, in order to conform with provisiondaxfal laws anc
regulations in foreign countries in which the Comypar its Subsidiaries operate, has sole discretdr) modify the
terms and conditions of Awards made to Granteedamag outside the United States, (ii) establish-glaims with
modified exercise procedures and such other madiibios as may be necessary or advisable undeirthenstances
presented by local laws and regulations, andtéikg any action which it deems advisable to obtzmply with or
otherwise reflect any necessary governmental regyl@rocedures, exemptions or approvals with resgpethe Plan ¢
any sub-plan established hereunder.

(m) Merger or Consolidation Subject to any required action by the stockhagdiéthe Company is
the surviving corporation in any merger or consatiioh (other than a merger or consolidation in \Wwhlee Company
survives but in which a majority of its outstandsttares are converted into securities of anothmocation or are
exchanged for other consideration), any Award ghiiereunder will pertain and apply to the seasgiwhich a holder
of the number of shares of stock of the Compang Hubject to the Award is entitled to receive, &ulissolution or
liquidation of the Company or a merger or consaiatain which the Company is not the surviving amgtion or in
which a majority of its outstanding shares are@overted or exchanged will cause every Award heteuto terminate
provided that if any such dissolution, liquidatiomerger or consolidation is contemplated, the Compaust either (a)
arrange for any corporation succeeding to the legsiand assets of the Company to issue to theipants
replacement Awards (which, in the case of IncenBt@k Options, satisfy, in the determination & @ommittee, the
requirements of Section 424 of the Code) on such

15




corporations stock which will to the extent possible preséhesvalue of the outstanding Awards or (b) contiriggor
consummation of such transaction, make the outstgrvards fully exercisable or cause all of thelagable
restrictions to which outstanding Stock Awardssubject to lapse, in each case, on a basis thes ¢fie holder of the
Award a reasonable opportunity, as determined eyCtbmmittee, following the exercise of the Awardle issuance
of shares of Common Stock, as the case may baytcipate as a stockholder in any such dissolutigaidation,
merger or consolidation and the Award will termenahmediately following consummation of any suangaction.
The existence of the Plan will not prevent any stitdinge or other transaction, and no Participamumeler has any
right except as herein expressly set forth. Notstéhding the foregoing provisions of this Sectigm)/ Awards subjec
to and intended to satisfy the requirements ofi&e@09A of the Code will be construed and admeristi consistent
with such intent.
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Exhibit 10.¢

OPTION AGREEMENT
(UNITED STATES)

THIS OPTION AGREEMENT (this “Agreement”) dated a$ @O COME] (“Grant Date”), is betwee
VMware, Inc., a Delaware corporation (the “Compgny@nd [TO COME] (the “Participant”),relating to option
granted under the VMware, Inc. 2007 Equity and mtive Plan (the “Plan”)Capitalized terms used in this Agreen
without definition will have the same meaning ased to such terms in the Plan.

1. Grant of Equity Option, Equity Option Price and Term .

(@)

The Company grants to the Participant an apftbe “Option”) to purchas§TO COME] shares ¢
Stock, at a price of $TO COME] per share, subject to the provisions of the Plahthe terms ar
conditions herein. The Option is not an incentiteck option within the meaning of Section 422 of
Code.

(b) The term of this Option will be a maximum petiof seven years from the Grant Date (tkptior
Period”). The Vesting Commencement Date is , ADdring the Option Period, the Opt
will be exercisable as of the date set forth bedmsording to the percentage set forth opposite daté
subject to the Participast’ continued employment with the Company or a Sudosidthrough eac
vesting date:

Date Cumulative Percentage Exercisabl

[ ] months following the Vesting [1%

Commencement Date

Monthly, commencing [ ] months
following the Vesting Commencement [ 1% (rounded down to the

Date,

(€)

nearest whole share)%
until fully vested

Notwithstanding the foregoing and subject to Sectlgd) below, unless otherwise determined by
Committee in its sole discretion, in the event Baticipant incurs a termination of employment dog
reason whatsoever such that the Participant iongekr employed by the Company or any Subsic
then the Option, to the extent not otherwise esafie will terminate and to the extent exercisalbline
time of such termination, may be exercised forlésser of 90 days from the date of such terminati
employment or the remainder of the Option Periadess such termination is (i) for Cause, in whiake
the Option will terminate immediately or (ii) due the Participant's death or termination by the Gamy
or Subsidiary due to disability (as defined undher &pplicable longerm disability plan of the Compa
or Subsidiary or, if there is no such plan, as mieiteed by the Board or the Committee), in whiche
the Option will become 100% exercisable and maexercised for three years from the date of

termination of employment or if earlier, the rend®n of the Option Period. If the exercise of thdi@n
within the applicable time period set forth in t&isction 1(c) is prevented by the provisions oftiac’
(j) of the Plan, the Option will remain exercisahblgil one month after the date the Participamasfied
by the Company that the Option is exercisablejibany event no later than the Option Period. The
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(d)

(€)

(f)

occurrence of any of the following, as reasonabdyednined by the Company in good faith,
constitute “Cause,provided that the Participant has been given ndiycéhe Company of the existel
of Cause and, if the existence of Cause is curabteasonable opportunity to cure the existencaiol
Cause:

(1) willful neglect, failure or refusal by the Raipant to perform his or her employment duties
(except resulting from the Participant’s incapaditie to illness) as reasonably directed by his o
her employer;

(i) willful misconduct by the Participant in the perfeaince of his or her employment dut

(i)  the Participant’s indictment for a felonytfer than traffic related offense) or a misdemeanor
involving moral turpitude; or

(iv)  the Participant’s commission of an act invoty personal dishonesty that results in financial,
reputational, or other harm to the Company andfifiiates and Subsidiaries , including, but not
limited to, an act constituting misappropriationemnbezzlement of property.

Solely for purposes of this Agreement, the @any, in its sole discretion, may consent to tregati
employment of Participant by Parent, or by an Adfté in which the Company and Parent hold, directly
or indirectly, an aggregate of at least 80% ofdbeity or voting interest, the same as if Partiotpa
employed by the Company. The Company’s consest briapproved by the Compasghief financie
officer, provided, however, that if Participantis officer subject to Section 16 of the Exchange Ac
(“Section 16 Officer”), such consent must be apprbisy the Committee.

Unless otherwise determined by the Committee, thgo® granted hereunder is not transferable b
Participant except by will or the laws of descemd distribution.

The Company will not be required to issue any fom@l shares of Stock pursuant to this Op

2. Exercise.

(@)

Unless otherwise determined by the Committee, thgo® will be exercisable during the Participe
lifetime only by the Participant (or his or her &gepresentative), and after the Participant'shdealy
by the Participant's legal representative. The @ptinay only be exercised by the delivery to
Company of a properly completed written noticefanm specified by the Committee or its desig
which notice must specify the number of sharesto€lSto be purchased and the aggregate exercise
for such shares, together with payment in fullwérsaggregate exercise price. Payment must be im
the manner permitted in Section 6(b)(i)(B) of tharPor as authorized by the Committee pursuania¢b
section. The Option may not be exercised unles®#ntcipant agrees to be bound by such docume
the Committee may reasonably require. The Committag deny any exercise permitted hereunder
Committee determines, in its




discretion, that such exercise could result inodagion of federal or state securities laws.

(b) Upon the expiration of the Option Period, if theti©Op has not yet been exercised and if the Fairkisl
Value of a share of Stock on the expiration datehef Option Period is greater than the sum o
exercise price per share of the Option and apgdichnsaction fees, then the Company will eithy
effectuate an exercise of the Option whereby theo@ps simultaneously exercised and shares ofk
thereby acquired are sold, pursuant to a brokeoagemilar arrangement to use some of the proc
from such sale as payment of the exercise priceappticable withholding taxes, or (ii) withhold she
of Stock as payment of the exercise price and egiplie withholding taxes. If Participant is a Sectid®
Officer on the date that the Option Period expirt®e Option will be exercised exclusively
withholding shares of Stock as payment of the a@gerprice and applicable withholding taxes. In
event of an exercise and sale, the Company mayrndiees, in its discretion, whether to
simultaneously exercise and sell the shares okS3@muaining following the exercise and sale sethfan
the foregoing sentence, in which case the Compalyemit the net proceeds from such exercise
sale to the Participant (or his or her legal repmétive); or (y) issue the remaining shares otlStgor
such exercise to the Participant (or his or heallegpresentative). If the expiration of the Opt®arioc
is scheduled to occur during the Restricted Tradiagod (as defined in the Compasynsider Tradin
Policy) and Participant is then subject to the Rastd Trading Period and is not a Section 16 @ffithe
Company may effect an exercise and sale on beh#tiedParticipant on the last trading day priotlte
start of the Restricted Trading Period.

3. Taxes.

(@) Generally. The Participant is ultimately liable aedponsible for all taxes owed as a result oettexcis:
of the Option, regardless of any action the Compargny entity employing the Participant (the
“Employer”) takes with respect to any tax withholgiobligations that arise in connection with the
exercise of the Option. Neither the Company noBh®loyer make any representation or undertaking
regarding the taxation of the Option or the treathwd any tax withholding in connection with theagt,
vesting or exercise of the Option. The CompanytAecEmployer do not commit and are under no
obligation to structure the Option to reduce om@liate the Participant’s tax liability.

(b) Payment of Withholding Taxedf the Company or the Employer is obligated téhivold an amount on
account of any tax imposed as a result of the eseeaf the Option, the Participant will be requited
pay such amount to the Company or the Employer poidelivery of shares of Stock. The Company
not be required to deliver shares of Stock unlash svithholding has been paid.

4. Plan Governs. The Option is granted pursuant to the Plan, andDgon and this Agreement are in all resp
governed by the Plan (the terms of which are ino@ied herein by reference) and subject to allhef terms ar
provisions thereof, except as otherwise set foettein.




5. Employment Rights. No provision of this Agreement or of the Optionmgesd hereunder gives the Participant
right to continue in the employ of the Company, Beent, any Subsidiary or any Affiliate, creaty arference as
the length of employment of the Participant, affdet right of the Employer to terminate the emplewtof the
Participant, with or without Cause in accordancthwipplicable law, or give the Participant any tigh participate i
any employee welfare or benefit plan or other paag{other than the Plan).

In accepting the Options, the Participant acknoggsdthat: (a) the grant of the Option is voluntamg occasional and
does not create any contractual or other righéteive future grants of options, or benefits in k¢ options even if
options have been granted repeatedly in the ggsall(decisions with respect to future Awards pfions or other
equity awards, if any, will be at the sole disaetof the Company; (c) the future value of the ulyiley Stock is
unknown and cannot be predicted with certaintyjrfdjonsideration of the award of the Option, reirol or entitlemen
to compensation or damages will arise from ternmmadf the Option or any diminution in value of tB&ck issued or
issuable upon exercise resulting from the Partidipdaermination of employment by the Employer (&my reason
whatsoever and whether or not in breach of locglleyment laws), and the Participant irrevocablgaskes the
Company, the Parent, the Subsidiary and Affiliaterf any such claim that may arise; (e) in the eeémntvoluntary
termination of the Participant’s employment (whethienot in breach of local employment laws), tlagtieipant’s right
to receive any additional options and to vest itioos granted under the Plan, if any, will termeetffective as of the
date that the Participant is no longer actively lygd and will not be extended by any notice penwhdated under
local law or contract, and the Company will have #xclusive discretion to determine when the Hp#rd is no longer
actively employed for purposes of the Option; I{®@ Company is not providing any tax, legal or ficiahadvice, nor is
the Company making any recommendations regardm@#mticipant’s participation in the Plan, or Rapant’s
acquisition or sale of the underlying shares otkstand (g) the Participant is hereby advised twsatt with his or her
own personal tax, legal and financial advisors reigg the Participant’s participation in the Plafdre taking any
action related to the Plan.

6. Governing Law . This Agreement and the Option granted hereundérbeilgoverned by the internal substar
laws, but not the choice of law rules of the StdtBelaware.

7. Waiver; Cumulative Rights . The failure or delay of either party to requirefpanance by the other party of ¢
provision hereof will not affect its right to reqgeiperformance of such provision unless and uathgerformance h
been waived in writing. Each and every right hedmrns cumulative and may be exercised in parnowhole fron
time to time.

8. Data Privacy . The Participant hereby explicitly and unambigupusnsents to the collection, use and transft
electronic or other form, of his or her personaladas described in this Agreement and any otherrdwaaterial
(“Data”) by and among, as applicable, the Employer, the @Gompthe Parent, the Subsidiaries and Affiliatastia
exclusive purpose of implementing, administering aranaging the Participant’s participation in thanP

The Participant understands that the Company anéhployer may hold certain personal informatiooudlihe
Participant, including, but not limited to, the Bapant's name, home address and telephone nunhdterpf birth,
social insurance number or other identification bem salary, nationality, job title, any sharesStdck or directorships
held in the Company, details of all Awards or anjitement to shares of Stock awarded, canceled,




exercised, vested, unvested or outstanding in aingcipant's favor, for the purpose of implementiadministering and
managing the Plan. The Participant understand€a may be transferred to any third parties asgis the
implementation, administration and management®flan, that these recipients may be located i #ngcipant's
country or elsewhere, and that the recipients' tguye.g., the U.S.) may have different data prwkaevs and
protections than the Participant’s country. TheiBigant authorizes the recipients to receive, psssuse, retain and
transfer the Data, in electronic or other form,tfee sole purpose of implementing, administering mranaging the
Participant's participation in the Plan, includamy requisite transfer of such Data as may be reduo a third party.
Further, the Participant understands that the ¢jaat is providing the consents herein on a puwelyntary basis. If
the Participant does not consent, or if the Paxici later seeks to revoke his or her consengriiger employment
status or service and career with the Employermatibe adversely affected; the only adverse careseze of refusing
or withdrawing his or her consent is that the Conypaould not be able to grant the Participant tipgi& or other
equity awards or administer or maintain such awartierefore, the Participant understands that iedusr
withdrawing his or her consent may affect the guéint’s ability to participate in the Plan.

9. Notices. Any notice which either party hereto may be reqiiioe permitted to give the other must be in wri
and may be delivered personally or by mail, postageaid, addressed to the Company, at the adpregsied below
and the Participant at his or her address as sloovthe Company’s or the Employgipayroll records, or to such ot
address as the Participant, by notice to the Coppaay designate in writing from time to time.

To the Company: VMware, Inc.
3401 Hillview Avenue
Palo Alto, CA 94304
Attention: Stock Administrator

10. Captions. Captions provided herein are for convenience anly are not to serve as a basis for interpretaii
construction of this Agreement.

11. Agreement Severable In the event that any provision in this Agreemisriteld invalid or unenforceable, such
provision will be severable from, and such invajidir unenforceability will not be construed to baany effect on, the
remaining provisions of this Agreement.

12. Entire Agreement . This Agreement, subject to the terms and conditmnthe Plan and the Award, repres:
the entire agreement between the parties with cé$pehe Option.

Unless the Participant notifies the Company witieim days following receipt of this Agreement thatdr she declin
this Award, the Participant will be deemed to hageepted and agreed to the terms and conditiottisoAgreemer
and the Plan. The Participant acknowledges reoéiptcopy of the Plan and represents that he orsslagniliar with the
terms and provisions thereof, which are incorparaierein by reference.



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 quarterly report on Fol®rQof 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 proesdur caused such disclosure controls and proesdote 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 finanogdorting, or caused such internal control ovearfitial 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 registeadisclosure controls and procedures and preséntbids 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 thasteant’s internal control over financial reportititat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#d) 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@aduaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material waeakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfgability to record, process, summarize and refiwoancial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisatifole in the registrant’s
internal control over financial reporting.

Date:  August 5, 2015 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 quarterly report on Fol®rQof 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 proesdur caused such disclosure controls and proesdote 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 finanogdorting, or caused such internal control ovearfitial 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 registeadisclosure controls and procedures and preséntbids 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 thasteant’s internal control over financial reportititat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#d) 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@aduaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material waeakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfgability to record, process, summarize and refiwoancial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisatifole in the registrant’s
internal control over financial reporting.

Date:  August 5, 2015 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer, Chief Operating Officer and Executive Vice President
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE 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 VMejanc. on Form 10-Q for the fiscal quarter endede 30, 2015 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:  August 5, 2015 By: /s/ Patrick P. Gelsinger

Patrick P. Gelsinger
Chief Executive Officer
(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 quargsrded June 30, 2018lly complies with
the requirements of Section 13(a) or 15(d) of theusities Exchange Act of 1934 and the informationtained in such Form 10-Q fairly
presents, in all material respects, the finanaaldition and results of operations of VMware, Inc.

Date: August 5, 2015 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick

Chief Financial Officer, Chief Operating Officer and Executive Vice President
(Principal Financial Officer)




