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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 reportedjuary 26, 2009

VMWARE, INC.

(Exact name of registrant as specified in its charter)

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

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

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

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

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

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

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

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




Item 2.02  Results of Operations and Financial Condition.

On January 26, 2009, VMware, Inc. (“VMware”) issueegress release (“Earnings Release”) announdrfiéncial results for the
quarter and year ended December 31, 2008. The m@iesse, which includes information regarding VNMeis use of non-GAAP financial
measures, is attached hereto as Exhibit 99.1 awdgorated by reference herein.

The information in this Iltem 2.02 and the Exhilitahed hereto shall not be deemed “filed” for jpsgs of Section 18 of the Securities
Exchange Act of 1934 (the “Exchange Act”) or othesewsubject to the liabilities of that section, sball it be deemed incorporated by
reference in any filing under the Securities Acil8683 or the Exchange Act, regardless of any gémaarporation language in such filing.

Iltem 9.01 Financial Statements and Exhibits

(d) Exhibits

99.1 Press release of VMware, Inc. dated January 26



SIGNATURES
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by the undersigned hereunto duly authorized.

Date: January 26, 2009
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By: /s/ Mark Peel
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Exhibit 99.1

VMware Reports Fourth Quarter and Full Year 2008 Results

Company Achieves Annual Revenue Growth of 42% to $1.9 Billion with Solid Fourth Quarter;
Annual GAAP Operating Margin of 17%; Non-GAAP Operating Margin of 25%

PALO ALTO, Calif., January 26, 2009— VMware, Inc. (NYSE: VMW), the global leader in widlization solutions from the desktop to
datacenter, today announced financial resultsi®ifaurth quarter and full year 2008:

. Revenues for the fourth quarter were $515 milleomjncrease of 25% from the fourth quarter of 2(

. GAAP operating income for the fourth quarter wa8&illion, an increase of 34% from the fourth daaof 2007. Non-GAAP
operating income for the fourth quarter was $13liani an increase of 25% from the fourth quarte07.

. GAAP net income for the fourth quarter was $111lioml or $0.29 per diluted share, compared to $7Bom, or $0.19 per diluted
share, for the fourth quarter of 2007. Non-GAAP inebme for the quarter was $142 million, or $0p@6 diluted share, compared
to $103 million, or $0.26 per diluted share, fae fourth quarter of 200°

. Revenues for the full year 2008 were $1.9 billian,increase of 42% from 20(C

. GAAP operating income for the full fiscal year 2008s $313 million, an increase of 33% from 2007nM®AAP operating
income for the year 2008 was $469 million, an iaseeof 39% from 200°

. GAAP net income for the full fiscal year 2008 wa&9® million, or $0.73 per diluted share, compare$218 million, or $0.61 per
diluted share, for 2007. Non-GAAP net income far ytear 2008 was $416 million, or $1.05 per dilghdre, compared to $295
million, or $0.82 per diluted share, for 20!

. Cash was more than $1.8 billion and deferred rezevas $870 million as of December 31, 2008. Siheebeginning of 2008,
cash increased 50% and deferred revenue incred8ec

U.S. revenues for 2008 grew 37% to $988 milliomfrd007. International revenues grew 48% to $898anifrom 2007.
License revenues for 2008 grew 30% to $1.2 bilfrom 2007. Services revenues grew 67% to $703anifliom 2007.

“VMware delivered a solid fourth quarter to cap affuccessful 2008. We have been executing waldifficult economy,” said Paul Maritz,
president and chief executive officer of VMwareu&omers continue to make VMware a strategic gyidmécause our solutions — used by
more than 130,000 customers — help reduce capitabperational costs.”

“In 2008, we made strategic investments in ournetbgy, partnerships and business operations trgtign us well for 2009 and beyond,”
continued Maritz. “We are making solid progressoan three key initiatives to build on our virtuation leadership in the datacenter, the
cloud and on the desktop. We are executing on mgdygt roadmap, strengthening our ecosystem ofi@artand bolstering our management
team- both globally and operationally. VMware is w-prepared for the opportunities and challenges a”



Fourth Quarter Highlights & Strategic Announcements

. General availability of VMware View 3.0, a majonaahce in virtual desktop computing. With VMware Wi8, IT organizations
can “decouple” a desktop from specific physicalides or locations to create a personalized viea w$er’'s desktop, applications,
and data — called “myView” — that is securely asgas from almost any device, at any time. By hasthese virtual desktop
images in the datacenter using the industry-leadirgalization and management platform, VMware&structure 3, VMware
View 3 enables IT personnel to provision and marihgasands of virtual desktops simply, securelg, aith substantially lower
operating costs

. VMware vCloud Initiative — Major service providemorldwide, including Atos Origin, SunGard, and Temark, are delivering
enterprise cloud services that are built on the \&kplatform, along with complementary managementices from VMware
vCenter Lab Manager and VMware vCenter Site RegoMemager. Customers running on the VMware platfarmtapping into
these enterprise clouds to extend their VMwarestments and gain the benefits of cloud computimgtfeir existing applications
and environment:

. VMware expanded its strategic relationships with gartners in IT management to help enterpriseisnige the operating
efficiency of their virtualized datacenters. WitMB Software, we entered into a reseller agreemeehtcammenced joint
development of an integrated management soluticdndimg VMware vCenter Lifecycle Manager and BM&smedy IT Service
Management (ITSM) products. With CA, we signed greament to make CA Data Center Automation Manageroperable
with VMware vCenter Stage Manager. We also annadiptens to work with HP to integrate HP’s Busingésshnology
Optimization (BTO) software with VMware vCenter Lianager to bring enhanced self-service capalsilttevirtual datacenter
operating system (VD-OS) environments

. VMware Mobile Virtualization Platform (MVP) — buiidg on innovative technology acquired from Trangdtéal Processors in
October 2008, VMware MVP will help handset vend@duce development time and get mobile phoneswailine-added services
to market faster. In addition, end users will b&rsf being able to run multiple profiles — for emple, one for personal use and
one for work us« on the same phon

Financial Outlook

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

Current uncertainty in global economic conditioreskes it particularly difficult to predict producéchand and other related matters and m
it more likely that VMware’s actual results couliffelr materially from expectations. Because of thigertainty, VMware is not providing
revenue guidance for the full year 2009.

. For the first quarter of 2009, VMware is plannirg fotal revenues of approximately $475 milli

. For 2009, the targeted GAAP tax rate is expectdzbtbetween 16 and 18 percent. This guidance iaslatbck-based
compensation, amortization of intangibles, and F&\&8pitalization, representing 4-5 percentage poifttis tax rate guidance
does not reflect the impact of potential acquissic

VMware plans to host a conference call today taenanits fourth quarter and full year 2008 resultsl #0 discuss its financial outlook. The
call is scheduled to begin at 2:00 p.m. PT/ 5:00. T and can be accessed via the Web at httyniivare.com The Internet will be
available live, and a replay will be available émling completion of the live broadcast for approately 30 days




About VMware

VMware (NYSE: VMW) is the global leader in virtuadition solutions from the desktop to the datacef@astomers of all sizes rely on
VMware to reduce capital and operating expensesjrerbusiness continuity, strengthen security angrgen. With 2008 revenues of $1.9
billion, more than 130,000 customers and more #5000 partners, VMware is one of the fastest gngvaublic software companies.
Headquartered in Palo Alto, California, VMware igjority-owned by EMC Corporation (NYSE: EMC). Foom information, visit
www.vmware.com

HH#

VMware is a registered trademark or trademark ofiévk, Inc. in the United States and/or other juctsahs. All other marks and names
mentioned herein may be trademarks of their resmecompanies.

Use of Non-GAAP Financial Measures

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

VMware's management uses the non-GAAP financialsuess referenced in this release and shown indt@ngpanying schedules to gain an
understanding of VMware’s comparative operatingiitswhen comparing such results with previousaquks or forecasts) and its future
prospects and excludes the above-listed itemskigtased compensation, amortization of intangibsetss write-off of inprocess research ¢
development, employer payroll tax on employee steaksactions, and the net effect of the amortimedind capitalization of software under
FAS86) from its internal operating plans and measient of financial performance, including budgeticajculating bonus payments, and
forecasting future periods. These non-GAAP finantieasures are used by VMware’s management infihaincial and operating decision-
making because management believes they reflect &kha ongoing business in a manner that allows mgén period-to-period
comparisons. As the non-GAAP financial measuretueecexpenses that VMware believes are not reflectf ongoing operating results,
management believes the non-GAAP financial measmable management to better analyze trends hugimess. When evaluating the
performance of our individual functional groups, Wislre does not consider the above-listed itemsitleatiudes from its non-GAAP
financial measures. Likewise, VMware excludes sterns from its short and long-term operating plafigware’s management also belie\
that these non-GAAP financial measures provideulseformation to investors and others (a) in ursteending and evaluating VMware’s
current operating results and future prospecteérstme manner as management does, if they soestambs(b) an additional basis for
comparing in a consistent manner VMware's curravarfcial results with VMware’s past financial retsul

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

. Although stock-based compensation is an importapéet of the compensation of VMware’s employeesex@tutives,
determining the fair value of the stock-based imsgnts involves a high degree of judgment and asitim and the expense
recorded may bear little resemblance to the astalak realized upon the future exercise or ternonadf the related stock-based
awards. Furthermore, unlike cash compensatioryahe of stocksased compensation is determined using a compiexufa thai
incorporates factors, such as market volatilitat hre beyond our control. VMware does not belibese non-cash expenses are
reflective of ongoing operating resul

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



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

. The amortization and capitalization of software @nAS86 can vary significantly depending upontthieng of products reachir
technological feasibility. VMware believes that tgmoving the variance in operating results caugetthd net effect of applying
FAS86, the non-GAAP presentation provides invesami others with a basis similar to that used bgpagament for comparing
the level of ongoing research and development esgzeand related operational trends across accgypdiiods

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

Forward-Looking Statements

Statements made in this press release which agatetnents of historical fact are forward-lookatgtements and are subject to the safe
harbor provisions created by the Private Securititgation Reform Act of 1995. Such forward-lookistatements relate, but are not limited,
to our financial outlook for the first quarter afwd all of 2009, continuing customer adoption amegldyment of our products and architecture
in the current economic environment, levels of dedi®r our products including priorities in custanspending, future prospects for our new
strategic initiatives, and our strategic investrsetiie ability of our strategic relationships toelep and deliver solutions that meet customer
needs, ongoing development, expectations for tlease and delivery of our software products andability to meet future economic,
business and competitive challenges. Actual resolitd differ materially from those projected iretforwardlooking statements as a resul
certain risk factors, including but not limited {9: adverse changes in general economic or makeaditions; (ii) delays or reductions in
consumer or information technology spending; @dmpetitive factors, including but not limited tdging pressures, industry consolidation,
entry of new competitors into the virtualizationnket, and new product and marketing initiativesoly competitors; (iv) factors that affect
timing of license revenue recognition such as pecobdunnouncements and beta programs; (v) our cussdmtlity to develop, and to
transition to, new products, (vi) the uncertainticastomer acceptance of emerging technology;) (raipid technological and market changes
in virtualization software; (ix) changes to proddetvelopment timelines; (x) VMware’s relationshiglwEMC Corporation, and EMC’s

ability to control matters requiring stockholdepapval, including the election of VMware’s board migers; (xi) our ability to protect our
proprietary technology; (xii) our ability to attteand retain highly qualified employees; and (AMiiiictuating currency exchange rates.

Current uncertainty in global economic conditionse a risk to the overall economy as consumerdasitiesses may defer purchases in
response to tighter credit and negative finanaéa¥s) which could negatively affect product demand ather related matters. Consequently,
customer spending on VMware products could be diffefrom VMware’s expectations due to factorsudéhg changes in business and
economic conditions, including conditions in thedit market that could affect consumer confiderostomer acceptance of VMware’s and
competitors’ products; changes in customer orddr@ayment patterns; changes in the willingnessisfamners to enter into longer term
licensing and support arrangements, the abilitthioél party service providers to fulfill their ogktions to us and the ability of our channel
partners to pursue joint development and marketiitigitives with us,



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

Contacts:

Michael Haase

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

Gloria Lee

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

Mary Ann Gallo

VMware Public Relations
magallo@vmware.com
65(-427-3271




VMware, Inc.

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

(unaudited)
December 31,
2008 2007
ASSETS
Current asset:
Cash and cash equivalel $1,840,81. $1,231,16!
Accounts receivable, less allowance for doubtfgloants of $1,690 and $1,6 338,01 283,82«
Deferred tax asset, current porti 44 57: 54,38t
Income taxes receivable from EN 111,05( —
Other current asse 55,63¢ 33,95¢
Total current asse 2,390,08: 1,603,33.
Property and equipment, r 418,21 276,98
Other assets, n 134,55: 71,69¢
Deferred tax asset, net of current port 68,28( 72,24¢
Intangible assets, n 56,98 32,07:
Goodwill 771,08t 639,36t
Total asset $3,839,20! $2,695,70!
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 8864, $ 61,50¢
Accrued expense 197,58 171,77(
Due to EMC, ne 33,401 2,75¢
Income taxes payab 15,76! 68,82
Deferred revenue, current porti 544,35! 363,31
Total current liabilities 879,75( 668,17.
Note payable to EM( 450,00( 450,00(
Deferred revenue, net of current port 325,63: 189,47¢
Deferred tax liability 47,82¢ 27,32%
Other liabilities 65,92¢ 20,10¢
Total liabilities 1,769,13 1,355,08
Commitments and contingenci
Stockholder' equity:
Class A common stock, par value $.01; authoriz88@000 shares; issued and outstanding 90,448 and
82,924 share 904 82¢
Class B convertible common stock, par value $.0fharized 1,000,000 shares; issued and outstanding
300,000 share 3,00 3,00(¢
Additional paic-in capital 1,836,51. 1,352,78!
Retained earnings (accumulated defi 229,65( (16,000
Total stockholdel equity 2,070,06° 1,340,61
Total liabilities and stockholde’ equity $3,839,20! $2,695,70!




VMware, Inc.

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

(unaudited)
For the Three Months Ended For the Year Ended
December 31, December 31,
2008 2007 2008 2007
Revenues
License $ 314,84 $ 284,28. $1,178,14. $ 905,36¢
Services 199,76( 128,19: 702,88! 420,44:
514,60: 412,47 1,881,022 1,325,81.
Operating expense
Cost of license revenu: 22,12 20,33( 88,15¢ 80,87¢
Cost of services revenu 49,827 46,85 215,94¢ 137,79¢
Research and developmt 110,50¢ 91,56: 429,20 285,94:
Sales and marketir 178,60! 138,76: 654,08 450,19!
General and administratiy 51,42¢ 38,49« 181,11( 135,66(
Operating incom: 102,11« 76,47 312,52! 235,34:
Investment incom 6,33¢ 11,22« 28,30: 22,94:
Interest expense with EMC, r (5,095) (4,496 (18,316 (17,757
Other income (expense), r (2,728 58 (3,225 (48)
Income before income tax 100,62- 83,26( 319,28! 240,47¢
Income tax provision (benefi (10,830) 5,10¢ 29,15: 22,34:
Net income $ 111,45 $ 78,158 $ 290,13: § 218,13
Net income per weight~average share, basic for Class A and Cla $ 02¢ $ 021 $ 0.7t % 0.6z
Net income per weight-average share, diluted for Class A and Cla $ 02¢ $ 0.1¢ $ 0.7 % 0.61
Weightec-average shares, basic for Class A and Cle 388,62( 379,95¢ 385,06¢ 350,49:
Weightec-average shares, diluted for Class A and Cla 389,73: 402,60:¢ 397,18! 359,18t



VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)

Cash flows from operating activities:
Net income

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

Depreciation and amortizatic
Stocl-based compensation, excluding amounts capita
Excess tax benefits from stc-based compensatic
Other adjustment
Changes in assets and liabilities, net of acqaissti
Accounts receivabl
Other asset
Due to/from EMC, ne
Accounts payabl
Accrued expense
Income taxes receivable from EN
Income taxes payab
Deferred income taxes, n
Deferred revenu
Net cash provided by operating activit
Cash flows from investing activities:
Additions to property and equipme
Purchase of headquarters facilities from E
Capitalized software development cc
Purchase of lor-term investmen
Business acquisitions, net of cash acqu
Decrease (increase) in restricted ¢
Net cash used in investing activit|
Cash flows from financing activities:
Proceeds from issuance of common sl
Excess tax benefits from stc-based compensatic
Shares repurchased for tax withholdings on vesifrrgstricted stoc
Repayment of note payable to EN
Net cash provided by financing activiti
Net increase in cash and cash equival
Cash and cash equivalents at beginning of the ¢b

Cash and cash equivalents at end of the pi

For the Three Months Ended
December 31,

For the Year Ended
December 31,

2008 2007 2008 2007
$ 11145. $ 78,15¢ $ 290,13! $ 218,13
41,09 31,56¢ 158,62 104,02
46,96¢ 33,05: 166,51 92,40¢
(50E) — (85,776 —
6,36: 227 8,66: (167)
(49,049 (119,94} (52,52) (88,96¢)
(6,260) 1,68¢ (21,910 (977)
(2,842) 79,44( 40,34¢ 5,00¢
7,96: (5,38¢) 7,71% 15,57:
43,49 50,81¢ 18,22¢ 61,62(
(13,986 — (111,05() —
(1,44€) (78,209 26,62: (17,81%)
1,06¢ (33,41%) 38,90¢ (78,48¢)
88,49¢ 125,57 315,63 242,08:
272,81. 163,57 800,13: 552,43(
(58,017) (45,10) (191,590 (136,39
— — — (132,56
(37,00%) (14,877 (90,900 (47,73%)
— — (1,750) —
(47,917 (7,019 (138,569 (82,53%)
32 672 92¢ (4,466)
(142,90) (66,327  (421,88) (403,69
22,69( — 190,100 1,256,209
50E — 85,77¢ —
(3,66€) — (44,487 —
— — — (350,00)
19,52¢ — 231,40 906,29
149,44( 97,25: 609,64  1,055,03
1,691,37. 113391  1,231,16: 176,13«
$1,840,81 $1,231,16/ $1,840,81 $1,231,16




RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended December 31, 2008

VMware, Inc.

(in thousands, except per share amounts)

(unaudited)
Stock-based
Compensatior
Employer Capitalized Included in
Payroll Tax on Software Capitalized
Employee Stocl IPR&D and Developmen Software
Stock-Based Intangible Development Non-GAAP,
GAAP Compensatior Transactions Amortization Costs (1) Costs as adjusted
Operating expense
Cost of license revenu $ 22,12¢ (317 — (3,145 (11,45¢) — $ 7,20¢
Cost of services revenu $ 49,827 (2,769 4 — — —  $ 47,05¢
Research and developme $110,50¢ (22,085 (79 (6,57€) 48,00¢ (11,009 $118,77:
Sales and marketir $178,60! (13,62 (23 (897) — —  $164,06:
General and administratiy $ 51,42¢ (8,17 @) (657) — — $ 42,59:
Operating incom: $102,11- 46,96¢ 112 11,27¢ (36,557 11,00: $134,91¢
Income before income tax $100,62: 46,96¢ 11z 11,27¢ (36,557) 11,00: $133,42¢
Income tax provision (benefi $(210,83() 5,91¢ 39 3,911 (9,172 1,832 $ (8,299
Quarterly tax rati -10.8% -6.2%
Net income $111,45. 41,04¢ 74 7,36¢ (27,38)) 9,16¢ $141,72¢
Net income per weighted average st
basic for Class A and Class $ 0.2¢ $ 0.11 $ 0.0c 00z $ (0.07) $ 0.0z $ 0.3¢
Net income per weighted average st
diluted for Class A and Class $ 02¢ $ 011 $ 0.0C 00z $ (0.07) $ 0.0z $ 0.3€
Weighted average shares, basic for
Class A and Class 388,62( 388,62( 388,62( 388,62( 388,62( 388,62( 388,62(
Weighted average shares, diluted fo
Class A and Class 389,73: 389,73¢ 389,73: 389,73¢ 389,73: 389,73: 389,73:

(1) For the fourth quarter of 2008, VMware capitatl $48.0 million (including $11.0 million of stotlased compensation) of costs
incurred for the development of software produstsortization expense from capitalized amounts wek % million for the fourth

quarter of 2008



Operating expense
Cost of license revenu:
Cost of services revenu
Research and developmt
Sales and marketir
General and administrati

Operating incom:

Income before income tax

Income tax provisiol

Quarterly tax rati

Net income

VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended December 31, 2007
(in thousands, except per share amounts)

Net income per weighted average share, basi

Class A and Class

Net income per weighted average share, dilute:

Class A and Class

Weighted average shares, basic for Class A and

Class B

Weighted average shares, diluted for Class A and

Class B

(unaudited)

Stock-based

Compensatior

Capitalized Included in

Intangible Software Capitalized

Amortization Developmen Software
Stock-Based Development Non-GAAP,
GAAP Compensatior & Other Costs (1) Costs as adjusted
$ 20,33( (236) (5,027 (10,479 — $ 458¢
$ 46,85: (2,467) 144 — —  $ 44,53
$ 91,56: (15,257 1,99¢ 17,24¢ (2,369 $ 93,17¢
$138,76: (9,510 137 — —  $129,39(
$ 38,49 (5,587) — — — $ 32,907
$ 76,47 33,052 2,75( (6,76¢) 2,36¢ $107,87
$ 83,26( 33,05: 2,75C (6,76¢) 2,36¢ $114,66:
$ 5,10¢ 6,48¢ 1,01¢ (1,267 47¢ $ 11,81¢
6.1% 10.2%

$ 78,15¢ 26,56¢ 1,73¢ (5,507 1,89C $102,84°
$ 0.21 $ 0.07 $ 00C $ (001 % 0.0C $ 0.27
$ 01¢ $ 007 $ 00C $ (001 $ 0.0 $ 0.2¢
379,95! 379,95! 379,95! 379,95! 379,95! 379,95!
402,60: 402,60: 402,60 402,60 402,60: 402,60:

(1) For the fourth quarter of 2007, VMware capitatl $17.2 million (including $2.4 million of stodlased compensation), of costs incul
for the development of software products. Amort@aexpense from capitalized amounts was $10.5anifor the fourth quarter of

2007.



Operating expense
Cost of license revenu:
Cost of services revenu
Research and developmt
Sales and marketir
General and administrati
Operating incom:
Income before income tax
Income tax provisiol
Annual tax rate
Net income
Net income per weighted avers
share, basic for Class A and
Class B
Net income per weighted avers
share, diluted for Class A anc
Class B
Weighted average shares, basic
Class A and Class
Weighted average shares, dilute
for Class A and Class

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Year Ended December 31, 2008
(in thousands, except per share amounts)

VMware, Inc.

(unaudited)
Stock-based
Compensatior
Employer Capitalized Included in
Payroll Tax on Software Capitalized
Employee Stocl IPR&D and Developmen Software

Stock-Based Intangible Development Non-GAAP,

GAAP Compensatior Transactions Amortization Costs (1) Costs as adjusted

$ 88,15¢ (1,120 (28) (11,279 (51,64)) —  $ 24,08¢
$215,94¢ (13,485 (224 — — —  $202,24(
$429,20: (77,992 (2,819 (6,57€) 113,64¢ (22,749 $432,72.
$654,08: (49,767) (1,257 (3,586) — —  $599,47¢
$181,11( (24,15 (51€) (2,599 — —  $153,83!
$312,52! 166,51¢ 4,842 24,03¢ (62,00¢) 22,74¢  $468,66:
$319,28! 166,51¢ 4,84z 24,03¢ (62,009 22,74¢  $475,42:
$ 29,15: 33,02( 1,284 8,51¢ (16,66¢) 4,512 $ 59,81¢

9.1% 12.¢%

$290,13: 133,49¢ 3,55¢ 15,52 (45,340 18,237  $415,60°
$ 0.7t $ 03 $ 001 $ 004 $ (012 $ 0.0 $ 1.0¢
$ 07z % 03¢ $ 001 $ 004 $ (011 $ 005 $ 1.0¢
385,06¢ 385,06¢ 385,06¢ 385,06¢ 385,06¢ 385,06¢ 385,06¢
397,18! 397,18! 397,18! 397,18! 397,18! 397,18! 397,18!

(1) For the year ended December 31, 2008, VMwapéalzed $113.6 million (including $22.7 milliorf stock-based compensation) of
costs incurred for the development of software potsl Amortization expense from capitalized amowds $51.6 million for the year

ended December 31, 20(



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Year Ended December 31, 2007
(in thousands, except per share amounts)

(unaudited)
Stock-based
Compensatior
Capitalized Included in
Intangible Software Capitalized
Amortization Developmen Software
Stock-Based Development Non-GAAP,
GAAP Compensatior & Other Costs (1) Costs as adjusted
Operating expense
Cost of license revenu $ 80,87¢ (55¢) (20,810 (36,407 — $ 23,10
Cost of services revenu $137,79¢ (6,070 144 — — $131,87.
Research and developmt $285,94: (42,93¢) 1,99¢ 56,84( (9,108) $292,73t
Sales and marketir $450,19! (26,28¢) (1,787) — — $422,12(
General and administrati\ $135,66( (16,55¢) (1,47¢) — — $117,62¢
Operating incom: $235,34: 92,40¢ 21,93: (20,437 9,10t $338,35:
Income before income tax $240,47¢ 92,40¢ 21,93 (20,437 9,108  $343,48¢
Income tax provisiol $ 22,34: 21,22; 8,11z (5,256 2,091 $ 48,51¢
Annual tax rate 9.2% 14.1%
Net income $218,13 71,17¢ 13,82( (15,177 7,012  $294,97:
Net income per weighted average share, basi
Class A and Class $ 0.6z $ 02C $ 004 $ (0049 % 00z $ 0.8
Net income per weighted average share, dilute:
Class A and Class $ 0.61 $ 0.2C $ 004 $ (009 $ 00z $ 0.8
Weighted average shares, basic for Class A and
Class B 350,49: 350,49: 350,49: 350,49: 350,49: 350,49:
Weighted average shares, diluted for Class A and
Class B 359,18 359,18 359,18 359,18 359,18 359,18

(1) For the year ended December 31, 2007, VMwapéalzed $56.8 million (including $9.1 million aftock-based compensation) of costs
incurred for the development of software produstsortization expense from capitalized amounts wa&4 million for the year ended
December 31, 200°



Revenues
License
Services
Software maintenanc
Professional service

Total service:

Percentage of revenue
License
Services
Software maintenanc
Professional service

Total service:

VMware, Inc.

REVENUE BY TYPE
(in thousands)

(unaudited)
For the Three Months Ended For the Year Ended
December 31, December 31,
2008 2007 2008 2007
$ 314,84 $ 284,28. $1,178,14. $ 905,36¢
160,49: 102,07¢ 555,90¢ 329,99
39,26¢ 26,117 146,97 90,45!
199,76( 128,19: 702,88! 420,44
$ 514,60: $ 412 47! $1,881,02 $1,325,81.
61.2% 68.€% 62.€% 68.2%
31.2% 24.1% 29.€% 24.%%
7.€% 6.3% 7.8% 6.8%
38.£% 31.1% 37.4% 31.71%
100.(% 100.(% 100.(% 100.(%




