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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): dly 17, 2012

VMWARE, INC.

(Exact name of registrant as specified in its chaetr)

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

Registrant’s telephone number, including area code(650) 427-5000
N/A

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

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

O  Written communications pursuant to Rule 425 untlerSecurities Act (17 CFR 230.4z
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))

O oo




ltem 1.01  Entry into a Material Definitive Agreement
On July 21, 2012, VMware, Inc. entered into an Agnent and Plan of Merger, or the merger agreerteatquire Nicira, Inc.

Under the terms of the merger agreement, each shafieira capital stock outstanding at the comiplebf the merger will be converted
into a right to receive a cash payment, which bélldetermined by dividing the total merger consitlen (described below) by the total
number of shares of Nicira capital stock outstagdihthe completion of the merger (calculated dullg-diluted basis).

Vested options will be converted into a right toawe a cash payment. In addition, VMware will asstall unvested Nicira stock
options, restricted stock and restricted stocksumittstanding at the completion of the merger. glessumed equity awards will be converted
into VMware equity awards based on an exchange datiived from the per share merger consideratiy@lple to holders of Nicira capital
stock and the ten-day trading average of VMward&s€A common stock prior to the completion of therger.

The total merger consideration that will be useddtermine the price per share payable in casbutstanding Nicira capital stock and
the exchange ratio for the assumption of Niciraitycawards is an amount equal to $1,260,000,8108 (a) the aggregate of all exercise prices
under vested Nicira stock options outstanding atithe of the completion of the merger, (b) 50%hef aggregate of all exercise prices under
unvested Nicira stock options outstanding at thmetof the completion of the merger, and (c) the amhof any unrestricted cash and cash
equivalents of the Company and its subsidiariesf @@mediately prior to the completion of the margadminus(i) the amount of any change
of control payments required under any existingagrents resulting from the merger, (ii) the amadirginy unpaid Nicira transaction expen
incurred in connection with the merger as of immaégly prior to the completion of the merger, subjeccertain exclusions and (iii) the amo
of any Nicira debt outstanding of the completiortref merger, subject to certain exclusions.

The merger and the merger agreement have beenvappoy the board of directors of each of Nicira &h\ware, bythe requisite vote |
the Nicira stockholders and by the sole Class Bmomstockholder of VMware. Completion of the trasi&m is subject to other customary
closing conditions, including (1) clearance under Hart-Scott-Rodino Antitrust Improvements Ac, é2ceptance of VMware employment
offers by certain Nicira employees, subject to #pgtthresholds, (3) subject to certain exceptjdghe accuracy of each party’s representations
and warranties, (4) compliance in all material eg$p by the other party with its covenants andh{®&)absence of any material adverse effect on
Nicira. The merger is expected to close in the sddwlf of 2012

The merger agreement provides that Nicira and VMvesrch have the right to terminate the agreemetiteoaccurrence of certain
events, including if the transaction is not consiated by January 21, 2013, subject to extensiongdo an additional nine months if the
parties have not received clearance under the $tatt-Rodino Antitrust Improvements Act at sucheirtynder certain circumstances,
VMware has agreed to pay a fee to Nicira in thenetlee merger is nhot consummated due to the fadtithe parties to receive clearance under
the Hart-Scott-Rodino Antitrust Improvements Act.

The merger agreement contains customary repregergand warranties of Nicira and VMware, covenaatgmrding Nicira's operation
of its business prior to the closing date and pmiovis regarding indemnification in favor of VMwakéMware will deposit into escrow $100
million of the total merger consideration otherwisg/able in the merger to holders of Nicira stoell aquity awards, to be held in escrow as
the sole remedy for indemnification claims, if anopder the merger agreement, subject to fraud quitiadle remedies, for a period of one year
following the completion of the merger, subjectatyy unresolved indemnification claims.

Item 2.02  Results of Operations and Financial Condition
On July 17, 2012, VMware issued a press releasewsnuing preliminary financial results for the qearended June 30, 2012.

On July 23, 2012, VMware issued a press releaseuaruing its financial results for the quarter endede 30, 2012.

The press releases, including information regarifityvare’s use of non-GAAP financial measures, dtached hereto as Exhibit 99.2
and Exhibit 99.3 and are incorporated by referdraein.

The information in this Item 2.02 and the Exhil@i&s2 and 99.3 attached hereto shall not be deefiled”for purposes of Section 18 of
the Securities Exchange Act of 1934 (the “Exchafgg) or otherwise subject to the liabilities ofathsection, nor shall it be deemed
incorporated by reference in any filing under tlee&ities Act of 1933 or the Exchange Act, regassllef any general incorporation languag
such filing.



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

On July 18, 2012, VMware designated Carl M. Eschehbthe Company’s Chief Operating Officer and CesRlent, as the Company’s
principal financial officer on an interim basis iisuch time as VMware appoints a new chief finahofficer.

Biographical information about Mr. Eschenbach reeghiby Item 5.02(c) of Form 8-K is contained onaarfr 8-K, filed with the
Securities and Exchange Commission on April 11 22@hd such information is incorporated by refeecherein.

ltem 5.07  Submission of Matters to a Vote of Security Holders

On July 21, 2012, the sole Class B common stocldnaéilVMware, approved the proposed acquisitio’viware of Nicira, Inc. and
authorized the aggregate size of equity grant@tméade in connection with the acquisition in acaom® with VMware’s Amended and
Restated Certificate of Incorporation, by actiomwitten consent pursuant to Section 228 of thealdare General Corporation Law. The eq
grants will be issued from the VMware 2007 Equitgldncentive Plan previously approved by VMwardtsckholders.

Iltem 8.01 Other Events

On July 23, 2012, VMware issued a press releaaartounce the entry into the merger agreement, aaophich is attached hereto as
Exhibit 99.1 and incorporated herein by reference.

FORWARD LOOKING-STATEMENTS

This 8-K contains forward-looking statements indghggd among other things, statements regarding dhswmmation of the acquisition of
Nicira. These forwar-looking statements are subject to the safe haytmvisions created by the Private Securities LitagaReform Act of
1995. Actual results could differ materially frohmose projected in the forward-looking statementa eesult of certain risk factors, including
but not limited to: (i) the satisfaction of closingnditions for the transaction; (ii) the succeksftegration of Nicira and VMware personnel i
technologies; (iii) adverse changes in general @eon or market conditions; (iv) delays or reduction consumer or information technology
spending; (v) competitive factors, including but himited to pricing pressures, industry consolidat entry of new competitors into the
virtualization market, and new product and marlgtinitiatives by our competitors; (vi) our custorsieaibility to develop, and to transition to,
new products and computing strategies such as dormputing and software-defined data centers; (r@)uncertainty of customer acceptance
of emerging technology; (viii) rapid technologieald market changes in virtualization software datfgrms for cloud and desktop computi
(ix) changes to product development timelines;ofx) ability to protect our proprietary technologydecomply with open source licensing
requirements; and (xi) our ability to attract aethin highly qualified employees. These forwardking statements are based on current
expectations and are subject to uncertainties hadges in condition, significance, value and eféectvell as other risks detailed in documents
filed with the Securities and Exchange Commissiociuding our most recent reports on Form 10-K Bodm 10-Q and current reports on
Form 8K that we may file from time to time, which coulduse actual results to vary from expectations. Vivessumes no obligation to, ¢
does not currently intend to, update any such faivi@oking statements after the date of this redeas

Iltem 9.01 Financial Statements and Exhibits

(d) Exhibits

99.1 Press release of VMware, Inc. dated July 23, 2@fanding VMwar’s entry into a definitive agreement to acq|
Nicira.

99.2 Press release of VMware, Inc. dated July 17, 2@¢anding VMware’s preliminary financial results tbe quarter
ended June 30, 201

99.3 Press release of VMware, Inc. dated July 23, 2@ganding VMware’s financial results for the quaeeded June 30,

2012.



SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causiedeiport to be signed on its behalf
by the undersigned hereunto duly authorized.

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

Carl Eschenbac
Chief Operating Officer and (-Presiden




Exhibit 99.1
VMware to Acquire Nicira

Acquisition expands VMware’s networking portfoliorévolutionize networking for the cloud and preva full suite of capabilities for any
cloud environment.

PALO ALTO, Calif., July 23, 2012 —VMware, Inc. (NYSE: VMW), the global leader in widlization and cloud infrastructure, today
announced it has signed a definitive agreementdaiee Nicira, Inc., a pioneer in software-defimedworking (SDN) and a leader in network
virtualization for open source initiatives.

“VYMware has led the server virtualization revoluj@nd we have the opportunity to do the same tiacgéater and cloud networkingséid Pau
Maritz, chief executive officer, VMware. “The acgition of Nicira adds to our portfolio of networkjrassets and positions VMware to be the
industry leader in software-defined networking.”

VMware will acquire Nicira for approximately $1.@lion in cash plus approximately $210 millionagsumed unvested equity awards. The
acquisition is subject to regulatory approvals atiger customary closing conditions. The partieseekghe acquisition to close during the
second half of 2012. The acquisition has been agorby the boards of directors of both VMware ancind and the stockholders of Nicira.

The Software-Defined Datacenter — The Foundation dfloud Computing

Cloud computing is about agile, elastic, efficiaarid reliable services, and it is achieved thraamphisticated software thabstracts hardware
resourcespools it into aggregate capacity, enabliagtomation to safely and efficiently dole it out as neededdpplications. Tenants or
customers utilizing the software-defined dataceocser have their owwirtual datacenter with an isolated collection of all teenpute, storage,
networking, and security resources that they agel trs. Furthermore, this virtual datacenter camvggind shrink to efficiently utilize physical
resources. This is what the software-defined datacés all about, and it is the architecture for tloud.

Managing networks and network services to supgottdcarchitectures is complex, time consuming éamét$ the achievement of full
application mobility across clouds. Nicira is a¢ florefront of software-defined networking, whiataéles the dynamic creation of virtual
network infrastructure and services that are cotapla@lecoupled and independent from the physiceloe hardware. Many industry leaders,
including AT&T, DreamHost, eBay, Fidelity InvestmienNTT and Rackspace are using the Nicira Netwbrtualization Platform (NVP) to
accelerate service delivery from weeks to minutesdramatically reduce complexity and cost.

“Nicira helps customers dramatically improve busmeelocity and efficiency by transforming how netking works in the Cloud era,” said
Steve Mullaney, chief executive officer, Nicira’ri thrilled to be joining forces with VMware to hebuild the software-defined datacenter.”

“The value we bring to customers lies in our opppraach and the richness of capabilities in netwintkialization,” said Martin Casado, co-
founder and chief technology officer, Nicira. “Tbembination of Nicira and VMware brings togetheptpioneering teams, and gives
customers the industry leading SDN solution for eloyid environment, on any hypervisor in the erisgoand with Service Providers.”

VMware plans to continue to support the open pples and technologies that have made Nicira saistiuccessful, including the Open
vSwitch to connect physical networks and multipfpdrvisors and the open extensibility frameworknplement business-level policies from
any cloud management system. This will allow eniegs and service providers to create the t



flexible network topologies that seamlessly span@aud environment. VMware is committed to maintag Nicira’s openness and bringing
additional value and choices to heterogeneous @mvients and the OpenStack, CloudStack and othed c&ated communities.

This acquisition expands VMware’s networking pditfpwhich includes the VMware vSphefe virtual sshihg, VMware vCloud®

Director™ networking, vShield™ Network and Secustftware defined services, and the VXLAN protawoprovide a full suite of software-
defined networking capabilities and a comprehensolation lineup for virtualizing the network — frovirtual switching to virtualized layer B-
services. This will allow customers to create almdmetwork capacity on top of any network infrasture from which they can easily support
tens of thousands of isolated virtual networks lig simplicity and operational ease of creating exranaging virtual machines.

VMware and industry leaders will be showcasinggbitware-defined datacenter at the upcoming VMweR2@12 in San Francisco on
August 27 — August 30. Information on attending¢baference can be found here

Additional Resources
* VMware's Steve Herrod blohere
* Nicira's Martin Casado blohere
» Connect with VMware oTwitter andFacebool

About VMware

VMware is the leader in virtualization and cloudrastructure solutions that enable businessegitgetin the Cloud Era. Customers rely on
VMware to help them transform the way they buildlieer and consume Information Technology resouiit@smanner that is evolutionary ¢
based on their specific needs. With 2011 reventi$8.G7 billion, VMware has more than 350,000 costes and 50,000 partners. The
company is headquartered in Silicon Valley witha#é throughout the world and can be found onlingvew.vmware.com

HHH

VMware, VMworld, vShield, VMware vSphere and VMwar€loud Director are registered trademarks or tnaahs of VMware, Inc. in the
United States and other jurisdictions. All otherrkssand names mentioned herein may be tradematkeiofrespective companies.

Forward Looking Statements

This press release contains forward-looking statgsni@cluding, among other things, statements tBggrthe consummation of the acquisition
of Nicira, the opportunities VMware expects frone tiicquisition and its prospective positioning i@ 8DN industry, the planned integration of
Nicira technologies with VMware product offeringsdathe prospective benefits to customers and VM's post acquisition plans regarding
open source technologies. These forward-lookingstants are subject to the safe harbor provisiceeted by the Private Securities Litigation
Reform Act of 1995. Actual results could differ radally from those projected in the forward-lookistements as a result of certain risk
factors, including but not limited to: (i) the stiction of closing conditions for the transacti@i);the successful integration of Nicira and
VMware personnel and technologies; (iii) adversangfes in general economic or market condition$;d@lays or reductions in consumer or
information technology spending; (v) competitivetfas, including but not limited to pricing presssyindustry consolidation, entry of new
competitors into the virtualization market, and nenduct and marketing initiatives by our compesitgvi) our customers’ ability to develop,
and to transition to, new products and computingtegiies such as cloud computing and software-gléfitata centers; (vii) the uncertainty of
customer acceptance of emerging technology; (&jp)d technological and market changes in virtadion software and platforms for cloud
and desktop computing; (ix) changes to product ldgveent timelines; (x) VMware’s ability to proteits proprietary technology and comply
with open source licensing requirements; and (Rijware’s ability to attract and retain highly quaid employees. These forward looking
statements are based on current expectations arsiibject to uncertainties and changes in condisigmificance, value and effect as well as
other risks detailed in documents filed with the8éies and Exchange Commission, including ourtn@sent reports on For



10-K and Form 10-Q and current reports on Form #Bd€ we may file from time to time, which could sawactual results to vary from
expectations. VMware assumes no obligation to,doesb not currently intend to, update any such faivi@oking statements after the date of
this release.

Company contact:

Leah Bibbo
Ibibbo@vmware.com
1-650-427-1097

Alex Kirschner
alex@theoutcastagency.com
1-415-345-4783
1-206-550-0862




Exhibit 99.2

vimware

July 17, 2012
VMware Announces Changes in Executive Leadership @hPreliminary Second Quarter Financial Results

Pat Gelsinger Will Succeed Paul Maritz as Chief Exautive Officer; Maritz to Remain on VMware Board of Directors, Joins EMC as
Chief Strategist; VMware Announces Record Revenues

PALO ALTO, CA — (Marketwire) — 07/17/12- VMware today announced that Paul Maritz will beceeded in the post as Chief Executive
Officer of VMware, effective September 1, 2012,Rat Gelsinger, currently president and chief ojegaifficer, EMC Information
Infrastructure Products. Maritz will remain a boardmber of VMware and will take on a new technolstyategist role at EMC. Gelsinger v
also be named to VMware’s Board of Directors, dffecSeptember 1, 2012.

Joe Tucci, Paul Maritz and Pat Gelsinger will gaptte in a financial analyst conference call todag:30 p.m. PT to discuss these executive
changes and the opportunity ahead. The call wibdoadcast live at http://ir.vmware.camyou may dial-in: 1-800-369179, pass code: 071

VMware also announced preliminary second quartsultg, including record quarterly revenues of agpnately $1.123 hillion, up 22% over
second quarter 2011, versus guidance of $1.100rbib $1.120 billion, and second quarter non-GAggerating margins of approximately
32% versus guidance of 30.25% to 31.25%. VMwareetgpfull-year 2012 revenues to be between $4.840@nband $4.635 billion with non-
GAAP operating margins between 30.25% and 31.25RbwEre will discuss further details about its secondrter results and full-year
business outlook during its earnings call at 2:008.gPacific Time on Monday, July 23, 2012.

“VYMware has an extraordinary opportunity to helgtoumers transform IT and deliver fundamentally mateie to the businesses they serve,”
commented Paul Maritz, chief executive officer, Vihe. “I'm very proud to have been part of an exiogpatl team of people who have
accomplished a great deal over the past four y¥afsvare has not only transformed current IT pragsibut is leading in bringing Cloud
Computing approaches and infrastructure to ens@pr— on-premise and off.”

Maritz added, “Pat, with his deep passion for tedbgy and track record, will complement the stromgnagement team that is already in place
at VMware, recently strengthened by the promotib@arl Eschenbach to Chief Operating Officer. Tdllameans that | can devote my time to
developing the strategy of EMC as it relates todzita and a new generation of cloud-oriented agiidins.”

Having spent 30 years at Intel before joining ENP@t has unique expertise in the x86 architectudeegnsystem underpinning the vast
majority of virtualized environments today, whichkiroadly recognized as the foundation for Cloudch@ating. At Intel, Pat was Senior Vice
President and Co-General Manager of Intel's Didtiaderprise Group, the company’s largest businesspgaccounting for more than half of
Intel’s annual revenue. Under Gelsinger’s leadgrghiat group was responsible for Intel’s entegpsoducts including clients (PC’s), Server,
Embedded, Communications, Visualization and Stopgducts.

Gelsinger said, “The next generation of softwarkneel-datacenters will be built by combining softevavith standardized hardware building
blocks. VMware is uniquely positioned to be thediegin this endeavor and deliver a whole new le¥elalue to customers and its existing
important ecosystem partners. For more than tersydeve interacted with the team at VMware aneldgeveloped a deep appreciation for
the people and technology of this remarkable complaam really excited about the mission and becgnpart of the team.”

“In Pat and Paul, we are fortunate to have two dwatass leaders,” said Joe Tucci, chairman of VMygBoard of Directors. “The strong
teams that we now have in place at VMware and ENfvane to ask Pat and Paul to take on two of thinthg challenges and opportunities
of the new, unfolding IT era: Cloud Infrastructiamed big data. They have unique backgrounds anid skild | look forward to continuing to
work with both of them.”

Tucci continued, “I want to personally thank andigtulate Paul for all he’s accomplished overghst four years helping transform VMware
from a technology leader in virtualization to adustry leader in Cloud Computing, and I'm excitedtthell now be working full time on the:
new opportunitie?”



About VMware

VMware (NYSE: VMW) is the leader in virtualizatiand cloud infrastructure solutions that enabletesses to thrive in the Cloud Era.
Customers rely on VMware to help them transformvtiag they build, deliver and consume InformatiorcAmology resources in a manner that
is evolutionary and based on their specific ne@dith 2011 revenues of $3.77 billion, VMware has mtitan 350,000 customers and 50,000
partners. The company is headquartered in Silicaltey with offices throughout the world and canfbend online at www.vmware.com

VMware is a registered trademark of VMware, Incthie United States and/or other jurisdictions.dHler marks and names mentioned herein
may be trademarks of their respective companies.

Forward-Looking Statements

This press release contains forwdwdking statements including, among other thingstesnents regarding the timing of our senior manegd
changes; our preliminary second quarter resultsgrpectations for 2012 revenues and non-GAAP dipgranargins; and VMware’s
positioning and value proposition for customers padners with respect to next generation dataecentThese forward-looking statements are
subject to the safe harbor provisions created byPitivate Securities Litigation Reform Act of 19%&:tual results could differ materially from
those projected in the forward-looking statemeviddware’s expectations about its quarterly resuttstzased on preliminary information about
the second quarter of 2012 and are subject toioevidlthough the quarter is now completed, VMwarstill in the early stages of its standard
financial reporting closing procedures. Accordinglg VMware completes its normal quarter-end ctpsind review processes, actual results
could differ materially from its preliminary estites. Factors that could cause VMware’s actual tesaoldiffer materially from those
contemplated by these forward-looking statemerdiude: inaccurate data or assumptions; unforesgeenses; changes in estimates or
judgments related to tax liabilities; potential dadll impairments; potential litigation, bad delmsother contingencies; and facts
circumstances affecting the application of VMwargisical accounting policies, including revenueagnition. Factors that could cause
VMware's actual results to differ materially frommose contemplated by the other forward-lookingestegnts contained in this press release
include but are not limited to (i) changes to gties and levels of IT and government spendiny;a@verse changes in general economic or
market conditions; (iii) delays or reductions ifiormation technology spending; (iv) competitivettas, including but not limited to pricing
pressures, industry consolidation, entry of new petitors into the virtualization and cloud compgtimarkets, and new product and marketing
initiatives by our competitors; (v) our customeability to develop, and to transition to, new prottuand computing strategies such as cloud
computing and desktop virtualization; (vi) the uriaity of customer acceptance of emerging tectgygl(vii) rapid technological and market
changes in virtualization software and platformsdioud and desktop computing; (viii) changes toduct development timelines;

(ixX) VMware’s ability to protect its proprietarydbenology; (x) VMware’'s ability to attract and retdiighly qualified employees and

(xi) changes to VMware’s business plans. Thesedodviooking statements are based on current expmtiaand are subject to uncertainties
and changes in condition, significance, value dfetteas well as other risks detailed in documdited with the Securities and Exchange
Commission, including our most recent reports om¥b0-K and Form 10-Q and current reports on FotkhtBat we may file from time to
time, which could cause actual results to vary fexpectations. VMware assumes no obligation to,does not currently intend to, update any
such forward-looking statements after the datéisfrielease.

Contacts:

Michael Haase

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

Nick Fuentes

VMware Global Communications
nfuentes@vmware.com
650-427-1104




Exhibit 99.3

vmware

VMware Reports Second Quarter 2012 Results

- Year-over-Year Revenue Growth of 22% to $1.1lBil
- Operating Margin of 18.9%; Non-GAAP Operating Mar of 31.9%
- Trailing Twelve Months Operating Cash Flows Growf 33% to $2.05 Billion; Free Cash Flows Growfi28% to $2.01 Billion

PALO ALTO, Calif., July 23, 2012 — VMware, Inc. (NYSE: VMW), the global leader inrttialization and cloud infrastructure, today
announced financial results for the second quaftg012:

* Revenues for the second quarter were $1.12 biliarincrease of 22% from the second quarter of 2&id 23% measured
constant currency

» Operating income for the second quarter was $21lmian increase of 13% from the second quart&041. NoI-GAAP
operating income for the second quarter was $3%®mian increase of 23% from the second quart@0d.1.

* Netincome for the second quarter was $192 millior$0.44 per diluted share, compared to $220 anillor $0.51 per diluted sha
for the second quarter of 2011. Non-GAAP net incdanehe quarter was $296 million, or $0.68 peutditl share, compared to
$235 million, or $0.55 per diluted share, for tleeand quarter of 201

» Trailing twelve months operating cash flows wereD$illion, an increase of 33%. Trailing twelve mtos free cash flows we
$2.01 billion, an increase of 29¢

» Cash, cash equivalents and s-term investments were $5.3 billion and unearnedmae was $2.9 billion as of June 30, 2(
U.S. revenues for the second quarter of 2012 g ® $551 million from 2011. International reveaggew 22% to $572 million from 201

License revenues for the second quarter of 2012 $&t7 million, an increase of 11% from 2011. Ssrvevenues, which include software
maintenance and professional services, were $60iémfor 2012, an increase of 33% from 2011.

“The quarter’s strong performance reflects the iootd confidence customers have in our solutiosaid Paul Maritz, chief executive officer,
VMware. “Our products, amplified by the recent aisgions, including Nicira, are providing the medos our customers to transform IT as we
move into the Cloud Era.”

“We are very pleased with our second quarter residtid Carl Eschenbach, chief operating offis@dware. “Despite the tough market
conditions, we achieved record quarterly result®ial revenue, license revenue, and B¥%AP operating income. Third quarter 2012 reve!
are expected to be in the range of $1.11 and $iillidn. Annual 2012 revenues are expected to tbérange of $4.540 and $4.635 billion, an
increase of 20.5% to 23.0% from 2011. Annual lieeresenues are expected to grow between 11% and 15%

Recent Highlights & Strategic Announcements

* Today, July 23, 2012 VMware announced the acqaisitif Nicira, Inc., a pioneer in software-defineztworking and a leader in
network virtualization for open source initiativé&Ware will acquire Nicira, Inc. for approximate$i.05 billion in cash plus
approximately $210 million of assumed unvested fgcuvards. The acquisition is a key part of VMwareision for delivering the
software-defined datacente



* InJune 2012, VMware announced that it has beetigusd by Gartner, Inc. in the Leaders Quadrarthef2012 Magic Quadrant
for x86 Server Virtualization Infrastructure. Acdarg to Gartner, “The x86 server virtualizationratructure market is the
foundation for two extremely important market treridat relate and overlap: infrastructure modetitinaand cloud computing. ...
Virtualization is a fundamental enabler to laaS] aiil be used to establish private cloud servigesylic cloud services and
interoperable hybrid cloud servic”

* Recent product announcements included: VMware u€&buite 5.1, featuring new capabilities that awdte the deployment al
management of complex applications on VMware cliofihstructure and the introduction of an in-memdistributed SQL
database. VMware View™ 5.1 and an updated portfufiend-user computing solutions, including HoriZgpplication Manager™
1.5 and VMware Project Octopus Beta, that will Hdlprganizations empower a more agile, producdind connected enterpris

* Recently, VMware closed two acquisitions: DynamisQg provider of cloud automation solutions thatl#e provisioning an
management of IT services across heterogeneouaments including VMware-based private and pudlibmids, physical
infrastructures, multiple hypervisors and Amazonb/&ervices, and Wanova, a leading provider of mlayslesktop management
solutions. With Wanova, VMware now offers leadimyusions for centralized image management of béispral and virtual
desktops

VMware plans to host a conference call today téengvts second quarter 2012 results and to disigsi$mancial outlook. The call is scheduled
to begin at 2:00 p.m. PT/ 5:00 p.m. ET and candeessed via the Web at http://ir.vmware.cofle webcast will be available live, and a
replay will be available following completion ofdhive broadcast for approximately 60 days.

About VMware

VMware is the leader in virtualization and cloudrastructure solutions that enable businessegitgetin the Cloud Era. Customers rely on
VMware to help them transform the way they buildliver and consume Information Technology resouiit@smanner that is evolutionary ¢
based on their specific needs. With 2011 reventi$8.G7 billion, VMware has more than 350,000 cogtes and 50,000 partners. The
company is headquartered in Silicon Valley witha#é throughout the world and can be found onlingvew.vmware.com

HH#HH#

VMware, VMware vFabric, VMware View, and Horizon plication Manager are registered trademarks oetraadks of VMware, Inc. in the
United States and other jurisdictions. Other mankstioned herein are trademarks, which are prapyi¢b VMware, Inc. or another company.

HH#HH

*Gartner, Inc., Magic Quadrant for x86 Server Vatiaation Infrastructure, Thomas J. Bittman, etlahe 11, 2012. Gartner does not endorse
any vendor, product or service depicted in itsaese publications, and does not advise technolaegysuto select only those vendors with the
highest ratings. Gartner research publicationsisbosthe opinions of Gartner’s research orgamirefnd should not be construed as
statements of fact. Gartner disclaims all warrantxpressed or implied, with respect to this nedeancluding any warranties of
merchantability or fitness for a particular purpose

Use of Non-GAAP Financial Measures

Reconciliations of non-GAAP financial measures tdware’s financial results as determined in accocganith GAAP are included at the end
of this press release following the accompanyingrtial data. For a description of these non-GAiaRMcial measures, including the reasons
management uses each measure, please see tha séttie tables titled “About Non-GAAP Financial kkures.”

Forward-Looking Statements

This press release contains forward-looking statgsniecluding, among other things, statements diggrVMware’s third quarter and annual
revenue and license revenue projections, our eapecs for growth and leadership in virtualizateomd cloud infrastructure, the consummation
of the Nicira acquisition, the opportunities VMwamgpects from these acquisitions, the planned iateg of acquired company technologies
with VMware product offerings and the prospectieméfits to customers, important IT market trends the role of VMware products



the transformation to the Cloud Era and expecteetfits to customers of newly available VMware produand services, such as VMware
vFabric Suit 5.1, VMware View 5.1, Horizon Appligat Manager 1.5 and VMware Project Octopus Bethgs€& forward-looking statements
are subject to the safe harbor provisions creayetid Private Securities Litigation Reform Act &9b. Actual results could differ materially
from those projected in the forward-looking statetseas a result of certain risk factors, including not limited to: (i) the satisfaction of
closing conditions for the Nicira transaction; @ijverse changes in general economic or markeftems] (iii) delays or reductions in
consumer or information technology spending; (mnpetitive factors, including but not limited taging pressures, industry consolidation,
entry of new competitors into the virtualization nket, and new product and marketing initiativesolly competitors; (v) factors that affect
timing of license revenue recognition such as pcodanouncements and promotions and beta prog(aijsur customers’ ability to develop,
and to transition to, new products and computingtsgiies such as cloud computing and desktop lizaien; (vii) the uncertainty of customer
acceptance of emerging technology; (viii) changethe willingness of customers to enter into longem licensing and support arrangements;
(ix) rapid technological and market changes inudglization software and platforms for cloud andkdies computing; (x) changes to product
development timelines; (xi) VMware'’s relationshijtivEMC Corporation and EMC'’s ability to control ttexrs requiring stockholder approval,
including the election of VMware’s board membexsi) (our ability to protect our proprietary techwogly; (xiii) our ability to attract and retain
highly qualified employees; (xiv) the successfukgration of acquired companies and assets into gidwand (xv) fluctuating currency
exchange rates. These forward looking statemeatbased on current expectations and are subjeciciertainties and changes in condition,
significance, value and effect as well as othdwsridetailed in documents filed with the Securiies Exchange Commission, including our
most recent reports on Form 10-K and Form 10-Qcamcent reports on Form 8-K that we may file frdme to time, which could cause actual
results to vary from expectations. VMware assunwesbiigation to, and does not currently intendugpglate any such forward-looking
statements after the date of this release.

Contacts:

Michael Haase

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

Nick Fuentes

VMware Global Communications
nfuentes@vmware.com
650-427-1104




VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

Operating activities:
Net income

Adjustments to reconcile net income to net cashkigea by operating activitie

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

For the Three Months Ended

For the Six Months Ended

June 30, June 30,

2012 2011 2012 2011
$ 191,72¢ $ 220,15¢ $ 383,16! $ 345,97(
89,39: 74,70¢ 175,15t¢ 155,65¢
100,90( 85,44: 182,70¢ 166,01!
(32,70) (101,25¢) (86,387) (151,269
— (56,000 — (56,000
37z 2,86 (55E) 3,82¢
(91,29¢) (54,757 135,25¢ 26,58¢
(69,444 (16,139 (117,15() (34,059
(43,409 (35,26 12,14t 25,43t
4,89¢ (11,109 17,41¢ (1,709
95,75: 102,78( 93€ 34,21:
— 141,00( — 176,44
12,36 4,67¢ 67,73: 37,60:
(1,416 11,11¢ (36,379 (95€)
134,17 94,56¢ 233,87 212,95;
391,32! 462,79¢ 967,92¢ 940,71
(44,330) (95,186 (78,007 (122,23))
— (173,12¢) — (173,120
— (25,43) — (52,85¢)
(1,253,60) (529,039  (1,955,06)  (1,127,80)
348,43 223,49 770,75: 376,58t
277,09¢ 277,39 534,07t 492,96¢
— 76,00( — 78,51
(102,166 (189,139 (102,166 (204,08
— (7,979 — (20,467)
(2,677) 31,85¢ (4,179 (27,149
(777,249) (411,15 (834,58!) (779,64))
33,55¢ 110,54 144,59} 200,71
(178,19)) (132,66() (178,19)) (280,38
32,70: 101,25¢ 86,38: 151,26«
(51,346 (48,666 (64,987 (70,579
(163,286 30,47¢ (12,200) 1,011
(549,209 82,11( 121,14« 162,07¢
2,626,10! 1,708,93: 1,955,75I 1,628,96!
$2,076,900 $1,791,04. $2,076,900 $1,791,04.




VMware, Inc.

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

(unaudited)
For the Three Months Ended For the Six Months Ended
June 30, June 30,
2012 2011 2012 2011

Revenues

License $ 517,22. $464,80¢ $ 999,14¢ $ 883,80!

Services 605,80: 456,40: 1,179,05! 881,12t
Total revenue 1,123,02 921,21( 2,178,20: 1,764,93.
Operating expenses (-

Cost of license revenu 56,55 48,92¢ 113,29¢ 104,94¢

Cost of services revenu 122,66 103,54 236,84: 197,42¢

Research and developmt 248,59: 189,24: 470,98: 358,40«

Sales and marketir 391,50: 314,56( 754,91 617,48«

General and administrati\ 91,79¢ 78,04 173,09¢ 146,27
Operating incomi 211,91( 186,89. 429,07! 340,39
Investment incom 6,94¢ 3,71¢ 12,68t¢ 7,121
Interest expense with EM (1,15¢) (972) (2,44%) (1,93))
Other income (expense), r (3,560 56,63¢ (1,275 56,80
Income before income tax 214,13 246,27 438,04: 402,38t
Income tax provisiol 22,40¢ 26,11¢ 54,87¢ 56,41¢
Net income $ 191,72 $220,15¢ $ 383,16! $ 345,97(
Net income per weight-average share, basic for Class A and Cla $ 0.4t $ 0.5z $ 0.9C $ 0.8
Net income per weight-average share, diluted for Class A and Cla $ 0.4 $ 051 $ 0.8¢ $ 0.8
Weightec-average shares, basic for Class A and Clz 427,22: 419,65 426,10t 418,55
Weightec-average shares, diluted for Class A and Cla 434,64° 430,47: 434,01 429,98
(1) Includes stoc-based compensation as follov

Cost of license revenu $ 524 $ 43¢ $ 964 $ 904

Cost of services revenu 7,10:% 5,74C 12,92 11,32¢

Research and developmt 48,02’ 46,07+ 87,40« 87,95¢

Sales and marketir 33,88: 23,26¢ 59,11% 45,78

General and administrati\ 11,36: 9,92¢ 22,29¢ 20,03¢



VMware, Inc.

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

ASSETS
Current assett
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowance for doub#fttounts of $2,942 and $3,7
Due from EMC, ne
Deferred tax asst
Other current asse
Total current asse
Property and equipment, r
Capitalized software development costs, net anelr
Deferred tax asst
Intangible assets, n
Goodwill

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:

Accounts payabl

Accrued expenses and otl

Unearned revenue
Total current liabilities
Note payable to EM(
Unearned revenus
Other liabilities

Total liabilities

Commitments and contingenci
Stockholder equity:

Class A common stock, par value $.01; authoriz88@000 shares; issued and outstanding 127,26

123,610 share
Class B convertible common stock, par value $.0fha@rized 1,000,000 shares; issued and outstandin
300,000 share

Additional paic-in capital

Accumulated other comprehensive inca

Retained earning

Total stockholder equity
Total liabilities and stockholde’ equity

December 31

June 30,

2012 2011
$2,076,900  $1,955,75!
3,269,96! 2,556,45I
748,69¢ 882,85’
61,65¢ 73,79¢
151,70 128,47:
127,52¢ 80,43¢
6,436,45. 5,677,77.
553,12 525,49(
109,53 154,23t
172,19( 156,85
402,42¢ 407,37t
1,827,06! 1,759,08!
$9,500,79.  $8,680,80:!
$ 77,02 $ 49,74
590,26¢ 587,65(
1,850,68: 1,764,10!
2,517,97! 2,401,50!
450,00( 450,00(
1,091,70! 944,30¢
120,41" 114,71
4,180,09! 3,910,522
1,27: 1,23¢
3,00( 3,00(
3,377,46! 3,212,26.
3,18: 1,17¢
1,935,77. 1,552,601
5,320,69. 4,770,28:
$9,500,79.  $8,680,80:!




VMware, Inc.

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

(unaudited)
Acquisition Capitalized
Employer Software Tax Non
Payroll Taxes Related Developmen Adjustment GAAP,
Stock-Based on Employee Intangible Iltems and as
GAAP Compensatior Stock Transactions Amortization Other Costs (1) (2) adjusted
Operating expense
Cost of license revenu $ 56,55! (524) (20) (13,749 — (20,76() — $ 21,50(
Cost of services revenu $122,66¢ (7,109) (399) (1,09¢) — — = $114,07!
Research and developm  $248,59: (48,027) (2,13)) (753) — — — $197,68!
Sales and marketir $391,50: (33,889 (1,440 (2,92¢) — — — $353,25(
General and administrati ~ $ 91,79¢ (11,367) (459) — (1,640 — — $ 78,331
Operating incom: $211,91( 100,90( 4,447 18,52¢ 1,64( 20,76( — $358,17¢
Operating margir 18.9% 9.0% 0.5% 1.6% 0.1% 1.8% — 31.9%
Income before income
taxes $214,13 100,90( 4,44: 18,52¢ 1,64( 20,76( — $360,40¢
Income tax provisiol $ 22,40¢ 42 46" $ 64,87
Tax rate 10.5% 18.0%
Net income $191,72¢ 100,90( 4,44 18,52¢ 1,64( 20,76( (42,465 $295,53:

Net income per weight-

average share, basic

for Class A and Clas:

B (3) $ 04f $ 0.24 $ 0.01 $ 0.04 $ = $ 0.0t $ (0.10) $ 0.6
Net income per weight-

average share, diluted

for Class A and

Class B (4, $ 044 $ 0.2¢ $ 0.01 $ 0.04 $ — $ 0.0t $ (0.09) $ 0.6¢

(1) For the second quarter of 2012, no costs wapéalized for the development of software produdtsortization expense from previously capitalizedounts was $20.8 million for the
second quarter of 201

(2) Non-GAAP financial information for the quarter is asfjed for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating t@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be ae§uduring the year to take into account eventsenids that we believe materially impact the estannual rate including, but
not limited to, significant changes resulting fréew legislation, material changes in the geograptiicof revenues and expenses and other signifieegnts. Due to the differences in
the tax treatment of items excluded from non-GA/APhengs, as well as the methodology applied toestimated annual tax rates as described abovestiorated tax rate on non-
GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

(3) Calculated based upon 427,223 basic weic-average shares for Class A and Clas

(4) Calculated based upon 434,647 diluted weic-average shares for Class A and Clas



VMware, Inc.

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

Stock-Based

GAAP Compensatior

on Employee

Transactions

(unaudited)

Employer
Payroll
Taxes
Acquisition

Stock Related

Iltems

Intangible
Amortization

Capitalized
Software
Developmen

Costs (1)

Stock-Based
Compensatior

Included in
Capitalized
Software
Development

Gain on
sale of
Terremark

@

Tax
Adjustment

(©)

Non-
GAAP,
as
adjusted

Operating

expenses
Cost of

license

revenue:
Cost of

services

revenue:
Research and

developmef189,24:
Sales and

marketing $314,56(
General and

administrati§ 78,04
Operating

income
Operating

margin
Other income

net
Income

before

income

taxes
Income tax

provision $ 26,11¢
Tax rate 10.6%
Netincome  $220,15¢
Net income

per

weighted-

average

share,

basic for

Class A

and Class

B (4) $
Net income

per

weighted-

average

share,

diluted

for

Class A

and

Class B

(5) $

$ 48,92t (435

$103,54° (5,740
(46,079
(23,269

(9,926
$186,89: 85,44
20.3% 9.3%
$ 56,63

$246,27: 85,44:

85,44:

0.5z $ 0.2C

0.51 $ 0.2C

@

$

$

43 (11,109 —

(502) (1,247 =

(3,779 (797) _

(2,259 (2,426 —

(618 (36) (1,210

7,19C 15,60¢ 1,21(C

0.8% 1.7% 0.1%

7,19( 15,60¢ 1,21(C

7,19C 15,60¢ 1,21(C

0.0z $ 0.04 $ —

0.0z $ 0.04 $ =

Amortization expense from capitalized amounts we&& million for the second quarter of 20.

(19,80)

29,59

(9,787

-1.2%

(9,787

(9,789

$ (0.02)

$ (0.02)

(4,157

4,157

0.6%

4,157

4,157

$ 0.01

$ 0.01

(56,000)

(56,000)

(56,000

$ (019

$ (019

32,70:

(32,709

$  (0.09

$  (0.09

$ 17,53¢

$ 96,06!

$164,03:

$286,61¢

$ 66,25:

$290,70¢
31.6%

$ 63¢

$294,09:

$ 58,81¢
20.0%
$235,27:

$ 0.5€

$ 0.5E

For the second quarter of 2011, we capitalf2@.6 million (including $4.2 million of stock-baseompensation) of costs incurred for the develapgroésoftware products.

(2) VMware realized a gain of $56.0 million on the saféts investment in Terremark Worldwide, It

(3) Non-GAAP financial information for the quarter is asfjed for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating t@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may bealeulated during the year to take into accounh&ver trends that we believe materially impactebémated annual rate includii
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materk@mges in the geographic mix of revenues and ergearsd other significant events. C
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the mihagy applied to our estimated annual tax ratedeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

(4) Calculated based upon 419,657 basic weic-average shares for Class A and Clas

(5) Calculated based upon 430,473 diluted weic-average shares for Class A and Clas



VMware, Inc.

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

(unaudited)
Acquisition Capitalized
Employer Software Tax
Payroll Taxes Related Developmen Adjustment
Stock-Based on Employee Intangible Iltems and Non-GAAP,
GAAP Compensatior Stock Transaction: Amortization Other Costs (1) (2 as adjusted
Operating expense
Cost of license revenur  $113,29¢ (964) (36) (27,02¢) — (42,599 — $ 42,67(
Cost of services
revenue $236,84: (12,92) (847) (2,19¢) — — — $ 220,87¢
Research and
developmen $470,98: (87,409 (4,059 (1,502) — — — $ 378,02
Sales and marketir $754,91¢ (59,117) (3,439 (5,860) — — — $ 686,49
General and
administrative $173,09¢ (22,299 (841) — (1,679 — — $ 148,28(
Operating incom: $429,07! 182,70t 9,217 36,58¢ 1,67¢ 42,59¢ — $ 701,86:
Operating margir 19.7% 8.4% 0.3% 1.7% 0.1% 2.0% — 32.2%
Income before income
taxes $438,04: 182,70t 9,217 36,58¢ 1,67¢ 42,59¢ — $ 710,82¢
Income tax provisiol $ 54,87¢ 73,07 $  127,94¢
Tax rate 12.5% 18.0%
Net income $383,16! 182,70t 9,217 36,58¢ 1,67¢ 42,59¢ (73,07)) $ 582,88(

Net income pe

weighted-average

share, basic for

Class A and Class

3) $ 0.9C $ 0.4z $ 0.0z $ 0.0¢ $ — $ 0.1¢C $ (0.17) $ 1.37
Net income pe

weighted-average

share, diluted for

Class A and Class B

4) $ 0.8¢ $ 0.4z $ 0.0z $ 0.0¢ $ — $ 0.11 $ 0.17) $ 1.34

(1) For the first half of 2012, no costs were calpiied for the development of software products.oftimation expense from previously capitalized amewvas $42.6 million for the first
half of 2012.

(2) Non-GAAP financial information for the quarter is asfad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tl@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be ae§uduring the year to take into account eventsenids that we believe materially impact the est@annual rate including, but
not limited to, significant changes resulting fréew legislation, material changes in the geograpfiicof revenues and expenses and other signifieegnts. Due to the differences in
the tax treatment of items excluded from non-GAAPhings, as well as the methodology applied toestimated annual tax rates as described abovestiorated tax rate on non-
GAAP income may differ from our GAAP tax rate amdr our actual tax liabilities

(3) Calculated based upon 426,106 basic weic-average shares for Class A and Clas

(4) Calculated based upon 434,014 diluted weic-average shares for Class A and Clas



GAAP

Stock-Based
Compensatior

Employer
Payroll
Taxes
on Employee

Stock
Transactions

Intangible

Amortization

VMware, Inc.

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

(unaudited)

Acquisition

Related
Items

Stock-Based
Compensatior
Capitalized
Software

Developmen Included in

Capitalized
Software

Costs (1) Development

Gain on sale o

Terremark (2)

Adjustment

Tax
Non-

GAAP,
as
adjusted

(©)

Operating
expenses
Cost of
license
revenue:
Cost of
services
revenue:
Research and
developme$358,40:
Sales and
marketing $617,48¢
General and
administrat$a46,27"
Operating
income
Operating
margin
Other income
net
Income
before
income
taxes
Income tax
provision $ 56,41¢
Tax rate 14.0%
Netincome  $345,97(
Net income
per
weighted-
average
share,
basic for
Class A
and Class
B (4) $
Net income
per
weighted-
average
share,
diluted
for
Class A
and
Class B
(5) $

$104,94t

$197,42¢

$340,39:
19.3%

$ 56,80«

$402,38t

0.8

0.8C

@

(904)

(11,329
(87,95¢)
(45,78Y)
(20,03
166,01

9.4%

166,01t

166,01t

$ 0.4C

$ 0.3¢

(67)

(879
(5,849
(3,307)

(857)
10,95:

0.6%

10,95¢

10,95¢

$ 0.0¢

$ 0.0¢

$

$

(20,149

(2,489
(1,599
(4,519

(72
28,80¢

1.6%

28,80¢

28,80¢

0.07

0.07

expense from capitalized amounts was $48.3 mifitorthe first half of 2011

(2

(1,389
1,38:

0.1%

1,38:

1,38

$ —

(48,279

61,89¢

(13,626 9,03¢

-0.7% 0.5%

(13,626 9,03¢

(13,626 9,03¢

$ 0.0 ¢ 0.01

$ 0.0 s 0.01

VMware realized a gain of $56.0 million on the saféts investment in Terremark Worldwide, It

(56,000

(56,000

(56,000

$ 0.139) $

$ 0.139) $

$ 35,55¢

$182,73!
$315,86°
$563,87!
$123,92¢
$542,96°
30.8%

$ 804

$548,96:

53,37:  $109,79:
20.0%

(53,374 $439,16!

(019 $ 1.0¢

(012 $ 1.0z

For the first half of 2011, we capitalized $hillion (including $9.0 million of stock-basedropensation) of costs incurred for the developmésbéiware products. Amortization

(3) Non-GAAP financial information for the quarter is asfjed for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating t@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may bealeulated during the year to take into accounh&ver trends that we believe materially impactebémated annual rate includii
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materk@mges in the geographic mix of revenues and ergearsd other significant events. C

to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the mihagy applied to our estimated annual tax ratedeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

Calculated based upon 418,557 basic wei¢-average shares for Class A and Clas

Calculated based upon 429,984 diluted weic-average shares for Class A and Clas

(4)
©)



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

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

Total revenue

VMware, Inc.

REVENUE BY TYPE
(in thousands)
(unaudited)

For the Three Months Ended

For the Six Months Ended

June 30, June 30,
2012 2011 2012 2011
$ 517,22. $464,80¢ $ 999,14¢ $ 883,80!
519,11¢ 386,32¢ 1,011,38! 750,13t
86,68¢ 70,07¢ 167,67( 130,99:
605,80 456,40 1,179,05! 881,12¢
$1,123,02! $921,21( $2,178,20! $1,764,93
46.1% 50.5% 45.% 50.1%
46.2% 41.% 46.2% 42.5%
7.7% 7.€% 7.7% 7.4%
53.9% 49.5% 54.1% 49.%%
100.(% 100.(% 100.(% 100.(%




VMware, Inc.

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

(unaudited)
For the Three Months Ended
June 30,
2012 2011
GAAP cash flows from operating activities $ 391,32! $ 462,79¢
Capitalized software development cc — (25,43
Excess tax benefits from st-based compensatic 32,70: 101,25¢
Capital expenditure (44,33¢) (95,18¢)

Free cash flow $ 379,69( $ 443,42¢




VMware, Inc.

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

(unaudited)
For the Trailing Twelve Months
Ended June 30,
2012 2011
GAAP cash flows from operating activities $2,052,84! $1,544,02
Capitalized software development cc (21,139 (75,839
Excess tax benefits from st-based compensatic 159,62: 286,22(
Capital expenditure (185,86¢) (193,819

Free cash flow $2,005,46! $1,560,59:




About Non-GAAP Financial Measures

To provide investors and others with additionabmfiation regarding VMware’s results, we have disetbin this press release the following
non-GAAP financial measures: non-GAAP operatingpine, non-GAAP net income, non-GAAP income per diushare, non-GAAP
operating margin, free cash flows and trailing weemonth free cash flows. VMware has provided @amediation of each noiGAAP financial
measure used in this earnings release to the rirestld comparable GAAP financial measure. These-@AAP financial measures, other th
free cash flows, differ from GAAP in that they exdé stock-based compensation, employer payrobbtegmployee stock transactions,
amortization of intangible assets, acquisitiontedldtems and the net effect of the amortizatiot eepitalization of software development
costs. Free cash flows differ from GAAP cash fldvesn operating activities in its treatment of capited software development costs, excess
tax benefits from stock-based compensation andalapipenditures.

VMware’'s management uses these non-GAAP financgguares to understand and compare operating rasuotiss accounting periods, for
internal budgeting and forecasting purposes, fortsland long-term operating plans, to calculateusopayments and to evaluate VMware’s
financial performance, the performance of its indliial functional groups and the ability of operasdo generate cash. Management believes
these non-GAAP financial measures reflect VMwangigoing business in a manner that allows for megduaimperiod-to-period comparisons
and analysis of trends in VMware’s business, ag #xelude expenses and gains that are not refeeofiongoing operating results.
Management also believes that these non-GAAP fianmeasures provide useful information to invest@md others in understanding and
evaluating VMware’s operating results and futurespects in the same manner as management and padogfinancial results across
accounting periods and to those of peer compaAuditionally, management believes information relijag free cash flows provides investors
and others with an important perspective on thé easilable to make strategic acquisitions andstments, to repurchase shares, to fund
ongoing operations and to fund other capital exjieres.

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

» Stock-based compensatigithough stock-based compensation is an importgpéet of the compensation of VMware’s employees
and executives, determining the fair value of éertd the stockbased instruments we utilize involves a high degfgadgment an
estimation and the expense recorded may bearrisiemblance to the actual value realized upornékeng or future exercise of t
related stock-based awards. Furthermore, unlike casipensation, the value of stock options, whécan element of our ongoing
stock-based compensation expense, is determined asiomplex formula that incorporates factorshsagmarket volatility, that
are beyond our control. Management believes is&ful to exclude stock-based compensation in dadbetter understand the long-
term performance of our core business and to fatdlicomparison of our results to those of peerpaoies.

» Excess tax benefits from st-based compensatioie account for stock-based compensation under GAkih requires that we
report the excess income tax benefit from stocletd@a®mpensation as a financing cash flow rather fisean operating cash flow.
We have added this benefit back to our calculatifofinee cash flows in order to generally classigle flows arising from income
taxes as operating cash floy

« Employer payroll tax on employee stock transactiThe amount of employer payroll taxes on stock-bassdpensation is
dependent on VMware’s stock price and other fadtwaisare beyond our control and do not correlathe operation of the
business

» Amortization of intangible asse'A portion of the purchase price of VMwi's acquisitions is generally allocated to intang
assets, such as intellectual property, and is stitjeamortization. However, VMware does not acgjbiusinesses on a predictable
cycle. Additionally, the amount of an acquisitiopsrchase price allocated to intangible assetgtanterm of its related
amortization can vary significantly and are unigoeach acquisition. Therefore, VMware believes tha presentation of non-
GAAP financial measures that adjust for the amatiin of intangible assets provides investors ahdrs with a consistent basis
comparison across accounting peric

» Acquisition related itemAcquisition related items include direct costs ofjaisitions, such as transaction fees, which vary
significantly and are unique to each acquisitioddifionally, VMware does not acquire businesses @nedictable cycle



» Capitalized software development co§apitalized software development costs encompasgetalization of development costs
and the subsequent amortization of the capitalizsts over the useful life of the product. Amotti@a and capitalization of
software development costs can vary significandgehding upon the timing of products reaching tetdgical feasibility and
being made generally available. In addition, weleke the capitalization of software from our freesle flows to better convey
managemeng' view of operating cash flows. To the extent thatcapitalize costs under generally accepted aditmuguidance, w:
increase our GAAP operating cash flows due totb&tment of capitalized costs as cash used intimgeactivities. Historically, th
amount of software development costs that we dg@thduring a given fiscal period was often sigrdht. However, following the
release of VMware vSphere 5 and the comprehensite of cloud infrastructure technologies in thedlguarter of 2011,
management determined that VMware’s go-to-markatesgy had changed from single solutions to produite solutions. As a
result of this change in strategy, and the relatertbased importance of interoperability betweenpraducts, the length of time
between achieving technological feasibility andegahrelease to customers has significantly deerkaSiven that we expect the
majority of our product offerings to be suites @htave key components that interoperate with duergbroduct offerings, the costs
incurred subsequent to achievement of technolofgeaibility are expected to be immaterial in fetperiods and we do not expect
to record significant capitalized software develeptncosts under our current strategy. We did remrcecapitalized software
development costs during the first half of 2012. &l&» expect amortization of previously capitalizeftware development costs to
steadily decline as previously capitalized softwdegelopment costs become fully amortiz

» Tax AdjustmenNon-GAAP financial information for the quarter is adjed for a tax rate equal to our annual estimatedate on
non-GAAP income. This rate is based on our estichatenual GAAP income tax rate forecast, adjusteattmunt for items
excluded from GAAP income in calculating our non-&RAincome. Our estimated tax rate on non-GAAP inedsrdetermined
annually and may be adjusted during the year te iiao account events or trends that we believeriadt impact the estimated
annual rate including, but not limited to, sign#fit changes resulting from tax legislation, mateti@nges in the geographic mix of
revenues and expenses and other significant eM@uésto the differences in the tax treatment ohgeexcluded from non-GAAP
earnings, as well as the methodology applied teestimated annual tax rates as described abovestiorated tax rate on non-
GAAP income may differ from our GAAP tax rate amdrf our actual tax liabilities

Additionally, we believe that the non-GAAP finarlameasure, free cash flows, is meaningful to inmesbecause we review cash flows
generated from operations after taking into comsititen capital expenditures due to the fact thaséhexpenditures are considered to be a
necessary component of ongoing operations. As si&cliabove, we also exclude capitalization of sofvdevelopment costs and the excess
income tax benefit from stock-based compensatiom four measure of free cash flows.

The use of non-GAAP financial measures has celitaitations because they do not reflect all iterhigncome and expense that affect
VMware's operations. Specifically, in the case toick-based compensation, if VMware did not payapbrtion of its compensation in the
form of stock-based compensation and related eraplpayroll taxes, the cash salary expense inclidedsts of revenues and operating
expenses would be higher, which would affect VMsoash position. VMware compensates for thesdditioins by reconciling the non-
GAAP financial measures to the most comparable GAA&hcial measures. These non-GAAP financial messsshould be considered in
addition to, not as a substitute for or in isolatfoom, measures prepared in accordance with GA#dPshould not be considered measures of
VMware’s liquidity. Further, these non-GAAP measuneay differ from the non-GAAP information useddijper companies, including peer
companies, and therefore comparability may be éichiManagement encourages investors and othegsiewr VMwares financial informatio
in its entirety and not rely on a single financiaasure.

Revenue Growth in Constant Currency
We invoice and collect in the Euro, the British Rduthe Japanese Yen, and the Australian Dolltrair respective regions. As a result, our
total revenues are affected by changes in the Dbfar against these currencies.

In order to provide a comparable framework for asg®y how our business performed excluding theceéieforeign currency fluctuations,
management analyzes y-ovel-year revenue growth on a constant currency b



Since all of our entities operate with the U.S.|Boas their functional currency, unearned reveffioesrders booked in currencies other than
U.S. Dollars are converted into U.S. Dollars atekehange rate in effect for the month in whichheailer is booked. We calculate constant
currency on license revenues recognized duringtient period that were originally booked in cacies other than U.S. Dollars by
comparing the exchange rates used to recognizeuweva the current period against the exchangs tated to recognize revenue in the
comparable period. We do not calculate constamenay on services revenues, which include softwaaitenance revenues and professional

services revenue



