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ITEM 1. FINANCIAL STATEMENTS

VMware, Inc.
CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per share amounts)
(unaudited)

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2013 2012 2013 2012

Revenues:

License $ 564 $ 491 $ 158: $ 1,49(

Services 72t 645 2,141 1,822
Total revenues 1,28¢ 1,13¢ 3,72¢ 3,31
Operating expenses (1):

Cost of license revenues 51 60 162 174

Cost of services revenues 132 11¢ 37t 35€

Research and development 26€ 26C 797 731

Sales and marketing 44¢ 412 1,30¢ 1,16¢

General and administrative 10z 93 29¢ 26€

Realignment charges 1 — 64 —
Operating income 287 19C 71¢ 61¢
Investment income 7 8 21 2C
Interest expense with EMC (0] (1) 3 4)
Other income (expense), net 15 (2 2¢ 2
Income before income taxes 30¢ 19t 76€ 63<
Income tax provision 47 38 87 93
Net income $ 261 % 157 $ 67¢ % 54(C
Net income per weighted-average share, basic fais<CA and Class B $ 061 $ 037 $ 15¢ $ 1.2¢
Net income per weighted-average share, dilute€Cfass A and Class B 0.6C % 0.3 $ 157 $ 1.2¢
Weighted-average shares, basic for Class A and®las 43C 427 42¢ 427
Weighted-average shares, diluted for Class A aad<B 43z 43: 43¢ 434
(1) Includes stock-based compensation as follows:

Cost of license revenues $ 1 3 — 3 2 3 1

Cost of services revenues 7 8 21 21

Research and development 52 60 16t 14¢

Sales and marketing 37 52 10¢€ 111

General and administrative 16 12 42 34

Realignment charges — — 6 —

The accompanying notes are an integral part of¢insolidated financial statements.
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VMware, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)
(unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Net income $ 261 $ 157 $ 67¢ $ 54C
Other comprehensive income (loss):
Changes in market value of available-for-sale stesar
Unrealized gains (losses), net of taxes of $3$§3), and
$4 5 4 3 7
Reclassification of (gains) realized during thei@ernet
of taxes of $0, $0, $(1) and $0 — = (1) (1)
Net change in market value of available-for-satris&es 5 4 (4) 6
Changes in market value of effective foreign curyen
forward exchange contracts:
Unrealized gains (losses), net of $0 taxes fopediods (2) 1 1) 1
Reclassification of losses realized during theqekmet of
$0 taxes for all periods 1 — — —
Net change in market value of effective foreignrency
forward exchange contracts — 1 (2) 1
Total other comprehensive income (loss) 5 5 (5) 7
Total comprehensive income, net of taxes $ 266 $ 162 $ 674 % 547

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

ASSETS
Current assets:
Cash and cash equivalents $
Short-term investments
Accounts receivable, net of allowance for doub#fttounts of $2 and $4
Due from related parties, net
Deferred tax assets
Other current assets

Total current assets
Property and equipment, net
Other assets, net

Deferred tax assets
Intangible assets, net
Goodwill

Total assets $

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $
Accrued expenses and other
Due to related parties, net
Unearned revenues

Total current liabilities
Note payable to EMC
Unearned revenues
Other liabilities

Total liabilities
Contingencies (see Note L)
Stockholders’ equity:
Class A common stock, par value $.01; authorizé@@shares; issued and outstanding 131 and 128ssh

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

Additional paid-in capital
Accumulated other comprehensive income
Retained earnings

Total stockholders’ equity

Total liabilities and stockholders’ equity $

September 30, December 31,
2013 2012
2,26 $ 1,60¢
3,57¢ 3,022
78¢ 1,151
— 68
182 17¢
11€ 91
6,92¢ 6,12(
79¢ 66E
112 12¢
63 10z
602 732
2,95¢ 2,84¢
11,45: $ 10,59¢
84 $ 90
54¢€ 674
16 —
2,22t 2,19¢
2,871 2,96(
45( 45C
1,411 1,26
19t 181
4,927 4,85¢
1 1
3 3
3,54t 3,43
1 6
2,971 2,29¢
6,527 5,74(
11,45: $ 10,59¢

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

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

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2013 2012 2013 2012
Operating activities:
Net income $ 261 $ 157 % 67¢ % 54C
Adjustments to reconcile net income to net caskigeal by operating
activities:
Depreciation and amortization 82 8€ 261 26z
Stock-based compensation 11z 11¢ 332 30z
Excess tax benefits from stock-based compensation (12) (25 (60) (111
Non-cash realignment charges — — 15 =
Gain on disposition of certain lines of business atfer, net (12 — (31) —
Other 4 (1) 3 (1)
Changes in assets and liabilities, net of acqoisiti
Accounts receivable 152 67 36C 20z
Other assets 4 (5 (72) (122)
Due to/from related parties, net 49 15 84 28
Accounts payable 2 1C 16 26
Accrued expenses (69) (64) 91) (63
Income taxes receivable from EMC — — 15 —
Income taxes payable 2 6C 4) 12¢
Deferred income taxes, net 32 (34) 41 (70
Unearned revenues 37 51 30C 28¢
Net cash provided by operating activities 637 43€ 1,84¢ 1,40¢
Investing activities:
Additions to property and equipment (94) (75) (247) (159
Purchases of available-for-sale securities (579 (76%) (2,227) (2,720
Sales of available-for-sale securities 258 882 1,072 1,65:
Maturities of available-for-sale securities 227 234 597 76¢€
Proceeds from disposition of certain lines of basm 6 — 37 —
Business acquisitions, net of cash acquired — (1,249 (1849) (1,349
Other investing (8) (8) (11) (12
Net cash used in investing activities (289 (974) (969) (1,809)
Financing activities:
Proceeds from issuance of common stock 70 7C 18t 214
Repurchase of common stock (90) (229 (392 (307)
Excess tax benefits from stock-based compensation 12 25 60 111
Shares repurchased for tax withholdings on vesifirgstricted stock a7 (25) (84) (90)
Net cash used in financing activities (25) (59 (23)) (72
Net increase (decrease) in cash and cash equisalent 427 (597) 654 (47¢)
Cash and cash equivalents at beginning of the gherio 1,84( 2,071 1,60¢ 1,95¢
Cash and cash equivalents at end of the period $ 2,260 $ 148 $ 2,260 % 1,48(
Non-cash items:
Changes in capital additions, accrued but not paid $ 3 $ 1 $ 8 $ 2
Changes in tax withholdings on vesting of restricttxtk, accrued bi
not paid 2 4 @) 3
Fair value of stock options assumed in acquisition — 17 — 17

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

A. Overview and Basis of Presentation
Company and Background

VMware, Inc. (“VMware” or the “Company”) is the ldar in virtualization infrastructure solutions i#éd by organizations to help them transform the
way they build, deliver and consume informatiorhtemogy (“IT”) resources. VMware’s virtualizationfrastructure solutions, which include a suite of
products designed to deliver a software-defined dahter, run on industry-standard desktop compuated servers and support a wide range of operating
system and application environments, as well asorétng and storage infrastructures.

Accounting Principles

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

Unaudited Interim Financial Information

These accompanying unaudited consolidated finastagéments have been prepared pursuant to treeamteregulations of the Securities and
Exchange Commission (the “SEC”) for interim finaadaieporting. In the opinion of management, theseudited consolidated financial statements include
all adjustments, consisting of normal recurringuatipents and accruals, for a fair statement of VMigaconsolidated results of operations, financial
position and cash flows for the periods preserResults of operations are not necessarily indieatithe results that may be expected for theyfdir
2013. Certain information and footnote disclosuygécally included in annual consolidated finanatdtements have been condensed or omitted.
Accordingly, these unaudited interim consolidatedricial statements should be read in conjunctiibin e consolidated financial statements andedlat
notes included in VMware’s 2012 Annual Report omrfrd 0-K.

As of September 30, 2013 , EMC Corporation (“EM&8)ds approximately 79.7% of VMware’s outstandiognenon stock and 97.2% of the
combined voting power of VMware’s outstanding conmstock, including 43 million shares of VMware’sa€6 A common stock and all of VMware’s
Class B common stock. VMware is a majority-owned eontrolled subsidiary of EMC, and its resultopérations and financial position are consolidated
with EMC's financial statements. VMware and EMC agg in intercompany transactions, including agregsnegarding the use of EMC'’s and VMware’s
intellectual property and real estate, agreemegarding the sale of goods and services to ondanand an agreement for EMC to resell VMware'’s
products and services to third party customergelgraphic areas where VMware has not establishedvin subsidiaries, VMware contracts with EMC
subsidiaries for support services and for persowhel are managed by VMware. See Note K and N teadmsolidated financial statements for further
information.

The amounts recorded for VMware’s intercompanydaations with EMC and GoPivotal, Inc. (“Pivotal”)asnnot be considered arm’s length with an
unrelated third party. Therefore, the financiatestaents included herein may not necessarily reflecfinancial position, results of operations aagh
flows had VMware engaged in such transactions ®aithuinrelated third party during all periods presdnfccordingly, VMware’s historical financial
information is not necessarily indicative of whiag¢ {Company’s results of operations, financial pasiand cash flows will be in the future if and whe
VMware contracts at arm’s length with unrelateddiparties for the services the Company receivas faind provides to EMC and Pivotal.

Principles of Consolidatior

The consolidated financial statements include tdo@ants of VMware and its subsidiaries. All intergmany transactions and balances between
VMware and its subsidiaries have been eliminatédinfercompany transactions with EMC and Pivotathe consolidated statements of cash flows will be
settled in cash, and changes in the current intgpany balances are presented as a component ofl@asHrom operating activities.

Use of Accounting Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimabesassumptions that affect the reported
amounts of assets and liabilities, the reporteduantsoof revenues and expenses during the repgérigds, and the disclosure of contingent lialeititat th
date of the financial statements. Estimates aré fasebut not limited to trade receivable valuatioertain accrued liabilities, useful lives ofdtkassets ar
intangible assets, valuation of acquired intangibtevenue reserves, income taxes, stock-basedersiation and contingencies. Actual results coudférdi
from those estimates.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

B. Business Combinations and Goodwiill
Business Combination

On February 15, 2013 , VMware acquired Virsto Safev(“Virsto”), a provider of software that optimizes storage penénce and utilization in virtu
environments. The consideration paid for this asitjoh was $184 million , net of cash acquired.

The following table summarizes the initial allocatiof the consideration to the fair value of thegile and intangible assets acquired and liabdliti
assumed as of the acquisition date (table in m#ljo

Intangible assets $ 32
Goodwill 162
Total intangible assets acquired 194
Deferred tax liabilities, net —
Other acquired liabilities, net of acquired assets (20
Total net liabilities assumed (20
Fair value of intangible assets acquired and abtliiies assumed $ 184

The excess of the consideration for Virsto overfétievalues assigned to the assets acquired abitities assumed, which represents the goodwill
resulting from the acquisition, was allocated to Wate's one operating segment. Management beliéagshe goodwill represents the synergies expected
from combining the technologies of VMware with thaxf Virsto, including complementary products twit enhance the Company’s overall product
portfolio.

The following table summarizes the fair value @ thtangible assets acquired by VMware in conjamctiith the acquisition of Virsto (amounts in
table in millions):

Weighted-Average
Useful Lives Fair Value
(in years) Amount

Purchased technology 5 §% 32

Total intangible assets, net, excluding goodwill $ 32

The results of operations of Virsto described abduaaee been included in VMware’s consolidated finainstatements from the date of purchase. Pro
forma results of operations have not been presexsdle results of the acquired business were atdrial to VMware’s consolidated results of openasi
in the three and nine months ended September 3G, .20

Goodwill

The following table summarizes the changes in #treying amount of goodwill for the nine months edi@®eptember 30, 2013 (table in millions):

Balance, January 1, 2013 $ 2,84¢
Increase in goodwill related to business combimatio 162
Contribution to Pivotal (see Note N) (28)
Reduction related to business realignment plan 4
Deferred tax adjustments to purchase price allonaton acquisitions (29
Other adjustments to purchase price allocationascguisitions @
Balance, September 30, 2013 $ 2,95¢

C. Realignment Charges
Realignment Plar

During January 2013, VMware approved and initistdalisiness realignment plan to streamline its d¢ipesa As of the second quarter of 2013, the
was substantially completed. The associated caghgras are expected to be fully paid out by thear2D13.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

The realignment plan included the elimination gbraximately 725 positions and personnel acrossajbr functional groups and geographies. The
total cash and non-cash charge for workforce réohgbf $54 million was recorded on the consolidatatements of income for the nine months ended
September 30, 2013 . In connection with the reatigmt plan, VMware also recognized other cash amdcash costs primarily associated with asset
impairments of $10 million during the nine montimsled September 30, 2013 . Substantially all ottsh-related expenses incurred in connection Wwéh t
business realignment plan have been paid as oé@bpr 30, 2013 .

Other Related Activities

In connection with VMware's business realignmeahpin the three months ended September 30, 201Bvare sold certain of its assets relating to a
previous acquisition, Zimbra, in exchange for cast equity resulting in a pre-tax gain of $12 raiili. During the nine months ended September 3@ 201
VMware recognized cumulative pre-tax gains of $4Hion relating to the disposition of certain lines of imess that were no longer aligned with VMwa
core business priorities, including Zimbra. Thengaiecognized in connection with these dispositivese recorded to other income (expense), net®n th
consolidated statements of income for the threenamelmonths ended September 30, 2013 .

D. Earnings per Share

Basic net income per share is computed by dividigigncome by the weighted-average number of conshanes outstanding during the period.
Diluted net income per share is computed by digdiet income by the weighted-average number of comshares outstanding and potentially dilutive
securities outstanding during the period, as catedl using the treasury stock method. Potentidllifice securities primarily include unvested regtrd
stock units, stock options and purchase optionguxtware’s employee stock purchase plan. Secarétie excluded from the computations of diluted net
income per share if their effect would be anti-tile. VMware uses the two-class method to calcwdammings per share as both classes share the same
rights in dividends, therefore basic and dilutechigys per share are the same for both classes.

The following table sets forth the computationdasic and diluted net income per share for theethrel nine months ended September 30, 2013 and
2012 (table in millions, except per share data):

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2013 2012 2013 2012

Net income $ 261 $ 157 $ 67¢ $ 54(C
Weighted-average shares, basic for Class A and®las 43C 427 42¢ 427
Effect of dilutive securities 3 6 4 7
Weighted-average shares, diluted for Class A aad<IB 43z 43z 43z 434
Net income per weighted-average share, basic fasCA and

Class B $ 061 $ 037 $ 15¢ $ 1.2¢
Net income per weighted-average share, dilute€fass A and

Class B $ 0.6C $ 03¢ $ 157 $ 1.24

For both the three and nine months ended Septe®®@013 , stock options to purchase 1 million ebaf VMware Class A common stock were
excluded from the diluted earnings per share cafimrs because their effect would have been ahtibgt. For the three and nine months ended
September 30, 2012 , the number of stock optiopsitchase shares of VMware Class A common stodkatbee excluded from the diluted earnings per
share calculations because their effect would ha&es anti-dilutive was not material.

For the three months ended September 30, 201341, 2 million and 3 million shares, respectivafrestricted stock, and for the nine months
ended September 30, 2013 and 2012, 1 million amdl®n shares, respectively, of restricted staakte excluded from the diluted earnings per share
calculations because their effect would have bedérddutive.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

E. Investments

Investments as of September 30, 2013 and Decenb@032 consisted of the following (tables in roitis):

September 30, 2013

Cost or Amortized Aggregate

Cost Unrealized Gains Unrealized Losses Fair Value
U.S. Government and agency obligations $ 448 $ 1 3 —  $ 44¢
U.S. and foreign corporate debt securities 2,08z 4 (©) 2,08:
Foreign governments and multi-national agency aliligns 25 — — 25
Municipal obligations 88C 3 Q) 882

Asset-backed securities 4 — —

Mortgage-backed securities 133 — 2 131
Total investments $ 357 $ 8 $ ® $ 3,57¢

December 31, 2012

Cost or Amortized Aggregate

Cost Unrealized Gains Unrealized Losses Fair Value
U.S. Government and agency obligations $ 374 % 1 % — % 37t
U.S. and foreign corporate debt securities 1,54t 6 (0] 1,55(
Foreign governments and multi-national agency altitigs 41 — — 41
Municipal obligations 973 3 — 97€
Asset-backed securities 1 — — 1
Mortgage-backed securities 79 — — 79
Total investments $ 3,01z % 1C $ @ $ 3,022

In addition, VMware evaluated its investments aSetember 30, 2013 and December 31, 2012 to deemmether or not any security has
experienced an other-than-temporary decline inviaine. During the three months ended Septembe2®(B , VMware did not consider any of its
investments to be other-than-temporarily impaif2gring the nine months ended September 30, 2003wafe recognized a charge of approximately $13
million as a result of determining that a stratdgiestment was considered to be other-than-temiponapaired. All other realized gains and losses
investments in the three and nine months ended:®éyetr 30, 2013 and 2012 were not material.

As of September 30, 2013 and December 31, 20A&siments in a continuous unrealized loss positiotwelve months or greater were not
considered significant. Unrealized losses on imaests as of September 30, 2013 and December 32,,2@ich have been in a net loss position for less
than twelve months, were classified by investmattgory as follows (table in millions):

September 30, 2013 December 31, 2012
Fair Value Unrealized Losses Fair Value Unrealized Losses
U.S. Government and agency obligations $ 64 $ — 3 35 % —
U.S. and foreign corporate debt securities 88¢ 3 31¢€ Q)
Foreign governments and multi-national agency altilios 16 — 5 —
Municipal obligations 13z Q) 25¢ —
Asset-backed securities 2 — — —
Mortgage-backed securities 11C 2 28 —
Total $ 121: $ ®) $ 64 % 1)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

Contractual Maturities

The contractual maturities of investments heldegit@&mber 30, 2013 consisted of the following (tablmillions):

Amortized Aggregate

Cost Basis Fair Value
Due within one year $ 83¢ $ 84C
Due after 1 year through 5 years 2,61( 2,612
Due after 5 years 12z 122
Total investments $ 357 % 3,57¢

F. Fair Value Measurements

Certain financial assets and liabilities are meggait fair value on a recurring basis. There haenmo transfers between fair value measuremegit
during the nine months ended September 30, 2013 .

The following tables set forth the fair value hietey of VMware’s money market funds and availalidegale securities, including those securities
classified within cash and cash equivalents orctimsolidated balance sheets, that were requirbd toeasured at fair value as of September 30, 2043
December 31, 2012 (tables in millions):

September 30, 2013

Level 1 Level 2 Total

Money-market funds $ 1817 $ — 3 1,811
U.S. Government and agency obligations 331 11¢ 44¢
U.S. and foreign corporate debt securities — 2,10¢ 2,10¢
Foreign governments and multi-national agency alilgs — 25 2E
Municipal obligations — 882 882
Asset-backed securities — 4 4
Mortgage-backed securities — 131 131

Total $ 2,14¢  $ 3,26¢ $ 5,41¢

December 31, 2012

Level 1 Level 2 Total

Money-market funds $ 1,128 $ — 3 1,12¢
U.S. Government and agency obligations 25C 15& 40~
U.S. and foreign corporate debt securities — 1,567 1,567
Foreign governments and multi-national agency aliligns — 41 41
Municipal obligations — 97¢ 97¢
Asset-backed securities — 1 1
Mortgage-backed securities — 79 7¢

Total $ 137t % 2,81¢ % 4,19¢

Fixed income available-for-sale securities consfistigh quality, investment-grade securities frowedse issuers. Fair value of fixed income se@siti
are determined based on pricing from pricing vesdadno may use quoted prices in active marketsfemtical assets (Level 1 inputs) or inputs othanth
quoted prices that are observable either directipdirectly (Level 2 inputs). The valuation tecués used to measure the fair value of financial
instruments having Level 2 inputs were derived froon-binding market consensus prices that are borated by observable market data, quoted market
prices for similar instruments, or pricing modelsls as discounted cash flow techniques. VMwaredseulures include controls to ensure that apprapriat
fair values are recorded such as comparing pribtsred from multiple independent sources.

G. Derivatives and Hedging Activity

VMware conducts business in several foreign cuiesnagnd has international sales and expenses deataiin foreign currencies, subjecting the
Company to foreign currency risk. To mitigate thik, VMware enters into hedging activities as
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

described below. The counterparties to VMware'sifpm currency forward contracts are multi-naticc@hmercial banks considered to be credit-worthy.
VMware does not enter into speculative foreign exagje contracts for trading purposes.

Cash Flow Hedging Activities

To mitigate its exposure to foreign currency flutans resulting from operating expenses denontnateertain foreign currencies, VMware enters
into foreign currency forward contracts. The Compdaesignates these forward contracts as cash fiagihg instruments as the accounting criteria ich
designation has been met. Therefore, the effeptivion of gains or losses resulting from changebe fair value of these hedges is initially reépdrin
accumulated other comprehensive income (loss) ®rdhsolidated balance sheet and is subsequecthgsdied to the related operating expense liem it
in the consolidated statements of income in theegaeniod that the underlying expenses are incutnéekest charges or “forward points” on VMware’s
forward contracts are excluded from the assessofdrgdge effectiveness and are recorded in otleeme (expense), net in the consolidated stateroénts
income as incurred.

VMware generally enters into cash flow hedges samnidally with maturities of six months or less. #&sSeptember 30, 2013 and December 31, 2012 ,
VMware had forward contracts to purchase foreigmency designated as cash flow hedges with anotidnal value of $39 million and $9 million ,
respectively. The fair value of these forward cacts was immaterial as of September 30, 2013 acdrbiger 31, 2012 , and therefore excluded from the
fair value tables above. For the three and ninethsoended September 30, 2013 , all cash flow hedges considered effective.

Balance Sheet Hedging Activitie

In order to manage exposure to foreign currenagtdlations, VMware enters into foreign currency fard/contracts to hedge a portion of its net
outstanding monetary assets and liabilities agamstements in certain foreign exchange rates. Tioeseard contracts are not designated as hedging
instruments under applicable accounting guidanue tlaerefore all changes in the fair value of twviird contracts are reported in other income (espe
net in the consolidated statements of income.

VMware’s foreign currency forward contracts are gratly traded on a monthly basis with a typicaltcactual term of one month. As of September 30,
2013 and December 31, 2012 , VMware had outstarfdimgard contracts with a total notional value 8fl8 million and $440 million , respectively. The
fair value of these forward contracts was immatersaof September 30, 2013 and December 31, 20d thanefore excluded from the fair value tables
above.

In the three months ended September 30, 2013 &l 20Mware recognized loss es of $16 million aBddllion , respectively, on its consolidated
statements of income for its foreign currency faveontracts. In the nine months ended Septemhe2((B , the impact on its consolidated statemefnts
income for its foreign currency forward contractsswot material. In the nine months ended SepteBhe2012 , VMware recognized a loss of $7 million
on its consolidated statements of income for iteifm currency forward contracts.

The net impact of the gains and losses on VMwdogkign currency forward contracts and the gairtslasses associated with the underlying foreign-
currency denominated assets and liabilities redite net gain of $1 million and a net loss ofrfilion in the three months ended September 303201
2012, respectively, and net loss es of $5 mildad $3 million in the nine months ended SeptembePB313 and 2012 , respectively.

H. Property and Equipment, Net
Property and equipment, net, as of September 3B @0d December 31, 2012 consisted of the follotalgle in millions):

September 30, 2013 December 31, 2012

Equipment and software $ 70e  $ 63€
Buildings and improvements 49k 43¢
Furniture and fixtures 72 67
Construction in progress 18C 98
Total property and equipment 1,45¢ 1,23¢
Accumulated depreciation (662) (5749
Total property and equipment, net $ 79z % 66E

Depreciation expense was $36 million and $31 milliothe three months ended September 30, 2012@t®I, respectively. Depreciation expense was
$105 million and $97 million in the nine months eddSeptember 30, 2013 and 2012 , respectively.
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As of September 30, 2013 and December 31, 201@str@tion in progress primarily represented baigiand site improvements related to VMware’
Palo Alto campus expansion that had not yet besreglinto service.

I. Accrued Expenses and Other

Accrued expenses and other as of September 30,a2@ilBecember 31, 2012 consisted of the followiagl€ in millions):

September 30, 2013 December 31, 2012
Salaries, commissions, bonuses, and benefits $ 20z % 29z
Accrued partner liabilities 114 12¢
Other 23C 258
Total $ 54¢ $ 674

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

J. Unearned Revenues

Unearned revenues as of September 30, 2013 andrbec81, 2012 consisted of the following (tablenitlions):

September 30, 2013 December 31, 2012
Unearned license revenues $ 415 % 4632
Unearned software maintenance revenues 2,937 2,75k
Unearned professional services revenues 284 243
Total unearned revenues $ 363t $ 3,461

Unearned license revenues are either recognizablyatecognized upon delivery of existing or fetproducts or services, or will be recognized
ratably upon delivery of future products or sersideuture products include, in some cases, emepgodycts that are offered as part of product ptams
where the purchaser of an existing product isledtib receive a promotional product at no addéiaharge. VMware regularly offers product promoso
to improve awareness of its emerging products h&cektent promotional products have not been delivand vendor-specific objective evidence
(“VSOE") of fair value is not established, reverfaethe entire order is deferred until such timethgroduct delivery obligations have been fudfil
Unearned license revenue may also be recognizablyatvhich is generally due to a right to receiwespecified future products or a lack of VSOE af fa
value on the software maintenance element of tlemgement.

Unearned software maintenance revenues are attbilleuto VMware’s maintenance contracts and aregrézed ratably, typically over terms of one to
five years. Unearned professional services reverasest primarily from prepaid professional sergicecluding training, and are recognized as tieices
are delivered.

K. Income Taxes

Although VMware files a consolidated federal tatura with EMC, the income tax provision is calcel@tunder a hybrid method, primarily as though
VMware were a separate taxpayer. However, where ¥idvand EMC are parties to certain discrete traiosecoutside the normal course of business, the
tax consequences of these transactions are detatnimmaccordance with consolidated return rulegnfeats between VMware and EMC under the tax
sharing agreement primarily relate to VMware’s jwortof federal income taxes on EMC’s consolidatedreturn. Payments from VMware to EMC
primarily relate to periods for which VMware hadiézal taxable income, while payments from EMC towée relate to periods for which VMware had a
federal taxable loss. In the nine months endede®apr 30, 2013 , EMC paid VMware $16 million untles tax sharing agreement. No other payments
were made either by EMC or VMware under the taxisgaagreement during the three months ended Séeted®, 2013 and 2012 , or during the nine
months ended September 30, 2012 . The amount¥khatre either pays to or receives from EMC fortstion of federal income taxes on EMC’s
consolidated tax return differ from the amounts Vaterwould owe based on the hybrid method and ffereince is presented as a component of
stockholders’ equity. For all periods presented,dliference was not material.

The Company's effective tax rate in the periodsemeed is the result of the mix of income earnedhiious tax jurisdictions that apply a broad raof
income tax rates. The rate at which the provis@rirfcome taxes is calculated differs from the UeSBleral statutory income tax rate primarily due to
differential tax rates in foreign jurisdictions wiéncome is earned and considered to be inddfiniégnvested.
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VMware’s effective income tax rate was 15.3% and@¥®for the three months ended September 30, 200 2@12, respectively. The effective incor
tax rate was 11.4% and 14.7% for the nine montbe@®eptember 30, 2013 and 2012 , respectivelyloier effective rate for the three months ended
September 30, 2013 compared with the three momithsdeSeptember 30, 2012 was primarily attributtdobbe finalization of the 2012 federal return
related to the change in estimate of the U.S. &desearch tax credit calculation. The lower dféecrate for the nine months ended September @8 2
compared with the nine months ended September@@@, ®as primarily attributable to the discrete b@xefits recognized in the nine months ended
September 30, 2013 due to the retroactive enactofiehe U.S. federal research tax credit by the @@hgress in January 2013.

VMware's rate of taxation in foreign jurisdictioisslower than the U.S. tax rate. VMware's interoradil income is primarily earned by VMware's
subsidiaries in Ireland, where the statutory td& im12.5% . Management does not believe thateagnt or currently expected developments in nd-U.
tax jurisdictions are reasonably likely to have @enial impact on VMware's effective tax rate. VM@/a intent is to indefinitely reinvest its non-UfSnds
in its foreign operations, and VMware's currenngldo not demonstrate a need to repatriate théumtbits U.S. operations.

As of September 30, 2013 , VMware had gross unrgzed tax benefits totaling $162 million , whichciaxdes $7 million of offsetting tax benefits.
Approximately $155 million of VMware’s net unrecdged tax benefits, not including interest and pees\| if recognized, would reduce income tax
expense and lower VMware's effective tax rate mpleriod or periods recognized. In total, thereevd&67 million of net unrecognized tax benefits,
including interest and penalties, which were cfé$ias a non-current liability on the consolidatedance sheet as of September 30, 2013 . Itsonably
possible that within the next 12 months, audit ikg&uns could potentially reduce total unrecognizaedbenefits by approximately $4 million . Duethe
closure of tax audits and statutes that lapsedpajppately $6 million of uncertain tax benefits weeversed during the nine months ended Septer@ber 3
2013 . Audit outcomes and the timing of audit setttnts are subject to significant uncertainty.

VMware recognizes interest expense and penaltiagedeto income tax matters in the income tax miovi. VMware recognized approximately $4
million in interest and penalties for the nine menénded September 30, 2013 . Interest and penfatithe three months ended September 30, 2018 wer
not material. As of September 30, 2013 , there B&&million of interest and penalties accrueduiorecognized tax benefits. These amounts are iedlud
as components of the $167 million of net unrecoephiax benefits as of September 30, 2013 .

L. Contingencies
Litigation

VMware is subject to legal, administrative and tagary proceedings, claims, demands and investigatin the ordinary course of business, including
claims with respect to commercial, product liahijlintellectual property, employment, class actiwhistleblower and other matters. From time to time
VMware also receives inquiries from governmentt@giregarding the compliance of its contracting sales practices with applicable regulations.
VMware accrues for a liability when it is both pedile that a liability has been incurred and the amhof the loss can be reasonably estimated. $ignif
judgment is required in both the determinationrabability and the determination as to whetherss is reasonably estimable. VMware evaluatesaisgl
on a quarterly basis and considers the impact gbtiions, settlements, rulings, advice of legalrisel and other information and events pertaitorey
particular matter. As of September 30, 2013 &wtember 31, 2012 , the amounts accrued were netialaTo the extent there is a reasonable pdegibi
that the losses could exceed the amounts alreanlyext; management believes that the amount of @ty additional loss would also be immaterial to
VMware’s consolidated financial position and resulf operations.

M. Stockholders’ Equity
VMware Equity Plan and VMware Employee Stock Purc®aPlan

In May 2013, VMware amended its 2007 Equity ancehiive Plan to increase the number of shares dlifar issuance by 13,300,000 shares.
VMware also amended its 2007 Employee Stock Puechén to increase the number of shares availabisduance by 7,900,000 shares.

VMware Stock Repurchases

In August 2013, VMware’s Board of Directors autlzed the repurchase of up to $700 million of VMwar€lass A common stock through the end of
2015. In November 2012, VMware’s Board of Directatthorized the repurchase of up to $250 millioWbfware’s Class A common stock through the
end of 2014. In February 2012, VMware’s Board ofddtors authorized the repurchase of up to $60omibf VMware’s Class A common stock, which
was completed in the second quarter of 2013. Fiom to time, future stock repurchases may be madsupnt to the August 2013 and November 2012
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authorizations in open market transactions or pelyanegotiated transactions as permitted by seesilaws and other legal requirements. VMwareois n
obligated to purchase any shares under its stgukebase programs. The timing of any repurchasgstemactual number of shares repurchased will
depend on a variety of factors, including VMwarsteck price, cash requirements for operations arsthbss combinations, corporate and regulatory
requirements and other market and economic conditiBurchases can be discontinued at any tim&Mafare feels additional purchases are not
warranted. All shares repurchased under VMwareskstepurchase programs are retired.

The following table summarizes stock repurchaswigictn the three and nine months ended Septer@®e2013 and 201@able in millions, except pt
share amounts):

For the Three Months Ended  For the Nine Months Ended

September 30, September 30,
2013 2012 2013 2012
Aggregate purchase price $ 9C€ % 12¢ % 392 $ 307
Class A common shares repurchased 1 1 5 3
Weighted-average price per share $ 73.6: $ 88.3t $ 75.0¢ $ 92.91

The amount of repurchased shares includes commssaind was classified as a reduction to additipa@l-in capital. As of September 30, 2013 , the
cumulative authorized amount remaining for repusehaas $775 million .

VMware Restricted Stock

VMware restricted stock primarily consists of regerd stock unit (‘RSU”) awards granted to emplayeRSUs are valued based on the VMware stock
price on the date of grant, and shares underlyfa Bwards are not issued until the restricted stmifs vest. Upon vesting, each RSU converts in® 0
share of VMware Class A common stock.

VMware restricted stock also includes performanoeksunit (“PSU") awards, which have been granteddrtain of VMware's executives and
employees. The PSU awards include performance tonsli as well as time-based vesting. Upon vestéagh PSU award will convert into VMware’s
Class A common stock at various ratios ranging féoito 3.0 shares per PSU, depending upon thedegrachievement of the performance target
designated by each individual award. If minimumf@enance thresholds are not achieved, then no shélebe issued.

The following table summarizes restricted stochkvagtsince January 1, 2013 (units in millions):

Weighted-
Average Grant
Date Fair
Value

Number of Units (per unit)
Outstanding, January 1, 2013 12 % 91.9:
Granted 6 74.9(
Vested 3 80.3¢
Forfeited 2 91.01
Outstanding, September 30, 2013 13 87.2:

As of September 30, 2013, the 13 million of upitsstanding included 12 million of RSUs and illiom of PSUs.

As of September 30, 2013, restricted stock reptexe 13 million shares of VMware’s Class A comnsiack were outstanding, with an aggregate
intrinsic value of $1,023 million based on VMwarelssing price as of September 30, 2013 .
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Accumulated Other Comprehensive Incor

The changes in components of accumulated other dmapsive income in the nine months ended SepteBih@013 were as follows (table in
millions):

Unrealized Gains on Losses on

Available-for-Sale Securities Cash Flow Hedges Total
Balance, January 1, 2013 $ 6 $ — 3% 6
Other comprehensive loss before reclassificatioaespf taxes of $(2),
$0 and $(2) (3) 2 (4
Amounts reclassified from accumulated other comgmeslve income
to the consolidated statement of income, net afgat $(1), $0 and
$(2) € = (1)
Other comprehensive loss, net (4) D 5)
Balance, September 30, 2013 $ 2 % (1) $ 1

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

The effective portion of gains (losses) resultiranf changes in the fair value of forward contralgtsignated as cash flow hedging instruments are
reclassified to its related operating expenseitara on the consolidated statement of income irsttree period that the underlying expenses arerigatur
The amounts recorded to their related operatinges® line items on the consolidated statementgcofie in the three and nine months ended
September 30, 2013 were not material.

N. Related Parties
EMC Reseller Arrangement, Other Services and Nosy&ble

Pursuant to an ongoing reseller arrangement witCEEMC bundles VMware’s products and services &RiC’s products and sells them to end-
users. In the three months ended September 30,&@L3012 , VMware recognized revenues of $37 onilind $27 million , respectively, from such
contractual arrangement with EMC. In the nine msmhded September 30, 2013 and 2012 , VMware remmyrevenues of $108 million and $88 million
respectively, from such contractual arrangemertt @NC. As of September 30, 2013 , $162 million@fanues from products and services sold under the
reseller arrangement were included in unearnechi@e

In the three months ended September 30, 2013 &tftl, 20Mware recognized professional services regemf $14 million and $21 million ,
respectively, from such contractual agreements BMIC. In the nine months ended September 30, 26d26a12 , VMware recognized revenues of $60
million and $63 million , respectively, from sucbrtractual agreements with EMC. As of Septembe8@3 , $9 million of revenues from professional
services to EMC customers were included in uneareeehues.

In both the three months ended September 30, 20d2@12 , VMware recognized revenues of $3 milfimm products and services purchased by
EMC for internal use pursuant to VMware’s contrattagreements with EMC. In the nine months endgde®eber 30, 2013 and 2012 , VMware
recognized revenues of $9 million and $7 millioespectively, from such contractual agreements BMIC. As of September 30, 2013, $30 million of
revenues from products and services purchased by fekinternal use were included in unearned reesnu

VMware purchased products and services for intaraalfrom EMC for $20 million and $4 million in tileree months ended September 30, 2013 and
2012, respectively, and for $45 million and $28ion in the nine months ended September 30, 2032812 , respectively.

From time to time, VMware and EMC enter into agreats to collaborate on technology projects. In lbéhthree months ended September 30, 2013
and 2012 , VMware received $2 million from EMC #¥C'’s portion of expenses related to such projets in the nine months ended September 30,
2013 and 2012 , VMware received $6 million and $tlion , respectively, from such contractual agress with EMC. In the three months ended
September 30, 2013 , VMware paid $5 million to EM€services provided to VMware by EMC relatedstrh projects, and in the nine months ended
September 30, 2013 , VMware paid $7 million to ER€such contractual agreements with EMC.

In certain geographic regions where VMware doeshawt an established legal entity, VMware contradtis EMC subsidiaries for support services
and EMC personnel who are managed by VMware. Thisdocurred by EMC on VMware’s behalf relateditese employees are passed on to VMware
and VMware is charged a mark-up intended to apprateé costs
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that would have been charged had VMware contrdoteslich services with an unrelated third partyeSehcosts are included as expenses in VMware's
consolidated statements of income and primariljuthe salaries, benefits, travel and rent. Additign&MC incurs certain administrative costs on
VMware’s behalf in the U.S. that are also recorde@xpenses in VMware’s consolidated statemeritecofme. The total cost of the services provided to
VMware by EMC as described above was $29 milliott $26 million in the three months ended SeptembBeP313 and 2012 , respectively, and $94
million and $75 million in the nine months endeg®enber 30, 2013 and 2012 , respectively.

In both the three months ended September 30, 20d2@12 , $1 million of interest expense was reednetlated to the note payable to EMC and
included in interest expense with EMC on VMwaraasolidated statements of income. In the nine nweattded September 30, 2013 and 22 million
and $4 million , respectively, of interest expenses recorded related to the note payable to EMQrastdded in interest expense with EMC on VMware’s
consolidated statements of income. VMware’s integgpense as a separate, stand-alone company niaghae or lower than the amounts reflected in the
consolidated financial statements.

Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger succeBdal Maritz as Chief Executive Officer of VMwaRior to joining VMware, Pat Gelsinger was
the President and Chief Operating Officer of EM@itmation Infrastructure Products. Paul Maritz réma board member of VMware and currently se
as Chief Executive Officer of Pivotal, a majoritysoed subsidiary of EMC in which VMware has an oveidp interest. Both Paul Maritz and Pat Gelsinger
retain and continue to vest in certain of theipeagtive equity awards that they held as of Septerhp2012. Stock-based compensation related to Pat
Gelsinger’'s EMC awards will be recognized on VMvisieonsolidated statements of income over the asvaethaining requisite service periods. Effective
September 1, 2012, stock-based compensation retateaul Maritz's VMware awards will not be recaggi by VMware.

Mozy

In 2011, VMware acquired certain assets relatingMC’s Mozy cloud-based data storage and data ceateices, including certain data center assets
and a license to certain intellectual property. EM@ined ownership of the Mozy business and itgiging assets and continued to be responsibleotry
customers for Mozy products and services and togmize revenue from such products and services. &idwntered into an operational support agreemen
with EMC through the end of 2012, pursuant to whidhiware took over responsibility to operate the Maervice on behalf of EMC. Pursuant to the
support agreement, costs incurred by VMware to sieMC’s Mozy services, plus a mark-up intendedpproximate third-party costs and a management
fee, were reimbursed to VMware by EMC. In the faugtiarter of 2012, the operational support agreétmetween VMware and EMC was amended such
that VMware would no longer operate the Mozy senaa behalf of EMC. Under the amendment, VMwaresferred substantially all employees that
support Mozy services to EMC and EMC purchasede#ssets from VMware in relation to transferragpoyees. The termination of service and related
transfer of employees and sale of assets was siladitacompleted during the first quarter of 20Ch the consolidated statements of income, suctuats
reimbursed by EMC to VMware to operate Mozy werenaterial in the three and nine months ended Septeth 2013 , and $17 million and $48 million
in the three and nine months ended September 3@, 2@spectively. These amounts were recordededuation to the costs VMware incurred.

Joint Contribution of Assets with EMC to Pivotal

On April 1, 2013, VMware transferred certain assatd liabilities to Pivotal. VMware contributed tan assets, including intellectual property, to
Pivotal, and Pivotal assumed substantially allilitds, related to certain of its Cloud Applicati®latform products and services, including VMware’
Cloud Foundry, VMware vFabric (including Spring aBdmpFire) and Cetas organizations, except for icetaagible assets related to Cloud Foundry.
During the nine months ended September 30, 2018wafe transferred approximately 415 VMware emplayteePivotal.

VMware received preferred equity interests in Pavetjual to approximately 31% of Pivotal’s outsiagdshares in exchange for its contributions.
Additionally, VMware and Pivotal entered into amregment pursuant to which VMware will act as thérspagent for the products and services it
contributed to Pivotal until at least December&113 in exchange for a customary agency fee. Ithitee and nine months ended September 30, 2013,
VMware recognized revenues of $2 million and $3iomil, respectively, from such contractual arrangetwith Pivotal. As of September 30, 2013 , $1
million of revenues from such contractual arrangeiméth Pivotal were included in unearned revenidware also agreed to provide various transition
services to Pivotal until at least December 31 32@Lirsuant to the support agreement, costs irccbgré/Mware to support Pivotal services are reirskdr
to VMware by Pivotal. During the three and nine thsrended September 30, 2013 , VMware provideditian services of $2 million and $10 million ,
respectively, that are reimbursable by Pivotal@whith were recorded as a reduction to the costs ¥ivincurred. Additionally, VMware purchased
products and services for internal use from Pivimia$1 million and $6 million in the three and aimonths ended September 30, 2013 , respectively.
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The book value of all contributed assets and tifglities assumed by Pivotal, with the exceptiointdngible assets and goodwill, was based on the
book values of those assets and liabilities spetfthose particular products and services. Rangible assets and goodwill, the book value cbated
was based on the relative fair value of the contedl assets applicable to Pivotal.

On April 1, 2013, VMware's initial contribution wasnet liability of $16 million to Pivotal, whichasg included in VMware’s consolidated balance
sheet as of March 31, 2013. The following table mamzes the assets VMware contributed to Pivotdltha liabilities Pivotal assumed from VMware,
including certain adjustments made subsequent td AR013, which were not material to VMware'shsolidated financial statements (table in millions)

Accounts receivable $ 4
Property and equipment, net 1
Intangible assets 28
Goodwill 28
Total assets 61
Accounts payable, accrued liabilities and othet, ne (©)]
Unearned revenues (72)
Total liabilities (74
Total liabilities, net assumed by Pivotal $ (13

Of the $71 million in unearned revenues assumeldibgtal on April 1, 2013, $32 million related toearned license revenues and $39 million related
to unearned services revenues.

VMware's ownership interest in Pivotal is 28% aseptember 30, 2013 as a result of investments imadehird-party strategic investor. As Pivotal
assumed a net liability from VMware, the investmeatried by VMware has a cost basis of zero . Thaset liability assumed by Pivotal of $13 milliaa
of September 30, 2013 was classified to additipa#-in capital on VMware’s consolidated balanceeth

Due To/Due From Related Partie

As of September 30, 2013 , VMware had $16 millien due to related parties, which consisted of $88mdue to EMC and $15 million due to
Pivotal, partially offset by $55 million due fromME and $3 million due from Pivotal. These amouessuited from the relategiarty transactions with EM
and Pivotal described above. Additionally, as gft8mber 30, 2013 , VMware had a net income taxivabée from EMC of $6 million , which consisted of
$9 million due from EMC, partially offset by $3 iidin due to EMC. Balances due to or from EMC whéeh unrelated to tax obligations are generally
settled in cash within 60 days of each quaeted- The timing of the tax payments due to and fE&MC is governed by the tax sharing agreement BMIC.
See Note K to the consolidated financial statemfemtsiformation regarding tax payments with EMC.

0. Segment Information

VMware operates in one operating segment. Opgragments are defined as components of an @stegirout which separate financial information
is evaluated regularly by the chief operating denisnaker in deciding how to allocate resourcesassgssing performance. VMware’s chief operating
decision maker allocates resources and assess$esmice based upon discrete financial informagibthe consolidated level.

Revenues by geographic area for the three andnmim¢hs ended September 30, 2013 and 2012 werd@gddtable in millions):

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
United States $ 614 $ 554 $ 1,77 $ 1,58¢
International 67¢E 58C 1,951 1,72z
Total $ 1,28¢ $ 1,13« % 3,72¢ $ 3,31z

No individual country other than the United Statasl material revenues for the three and nine manttled September 30, 2013 and 2012 .
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Long-lived assets by geographic area, which primarclude property and equipment, net, as of Saptr 30, 2013 and December 31, 2012 were as
follows (table in millions):

September 30, 2013 December 31, 2012
United States $ 697 $ 568
International 53 51
Total $ 75C % 614

No individual country other than the United Staaesounted for 10% or more of these assets as ¢éi@bpr 30, 2013 and December 31, 2012,
respectively.
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ITEM 2. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

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

Overview

We are the leader in virtualization infrastructaodutions utilized by organizations to help tramsfahe way they build, deliver and consume
information technology (“IT”) resources. Our prirgagource of revenues is from the licensing and stipyf these solutions to organizations of all siaed
across numerous industries. The benefits of outtisols to our customers include substantially loWecosts, cost-effective high availability acr@swide
range of applications and a more automated anlier@ssystems infrastructure capable of respondyramically to variable business demands.

We pioneered the development and application ed&fization technologies with x86 server-based aating, separating application software from the
underlying hardware. Since then, we have introdecbrbad and proven suite of virtualization tecbg@s that address a range of complex IT probléa
include cost and operational inefficiencies, faafling access to cloud computing capacity, businestinuity, and corporate end-user computing devic
management. In 2012, we articulated a vision ferstftware-defined data center (“SDDGRhere increasingly infrastructure is virtualizediatelivered a
a service, and the control of this data centenisaly automated by software. To further this ersiin the third quarter of 2012, we released thvare
vCloud Suite, which is the first integrated solatiesigned to meet the requirements of the SDD@oljing industry-standard hardware and running
compute, networking, storage and management furctiothe data center as software-defined services.

Our product solutions are based upon three grovithifies, which include SDDC, hybrid cloud and Edder Computing. SDDC includes developn
and delivery of innovations in networking, securgjorage and management as we continue to rormienhance the features of our vCloud Suite.
VMware vCloud Suite and various Cloud ManagemehttEms that are optimized to work with vSphereiemvments are designed to simplify and
automate management of dynamic cloud infrastrusttirat enable enterprises to build, manage andratéotheir own private clouds. For the hybrid cloud
we have introduced a public cloud infrastructur@ agrvice offering designed to be completely oyterable with our customers’ VMware virtualized
infrastructures. Currently, revenues for our hylatimud solution during the third quarter and fimste months of 2013 have not been significant. Ena-
User Computing product group has solutions desigmesable a userentric approach to personal computing, includfogexample, the VMware Horizc
Suite launched in the first quarter of 2013, theth#e secure access to applications and data frariety of devices and locations, and addressesdkds
of IT departments by delivering existing end-usssess as a managed service. We have developedischarinel distribution model to expand our prest
and reach various segments of the market. We darsignificant majority of our sales from our iretit sales channel, which includes distributorglles,
system vendors and systems integrators. Saleg ithaunel partners often involve three tiers ofrifistion: a distributor, a reseller and an endruse
customer. Our sales force works collaborativeljhwaitir channel partners to introduce them to end-eisstomer accounts and new sales opportunities. As
we expand geographically, we expect to continuedib additional channel partners.

We expect to grow our business by building longrteelationships with our customers, which includeling our solutions through enterprise license
agreements (“ELAS”). ELAs are comprehensive volidicense offerings offered both directly by us ahibugh certain channel partners that provide for
multi-year maintenance and support. Under a tyita, a portion of the revenues is attributed te lioense revenues and the remainder is primarily
attributed to software maintenance revenues. litiaddthe initial maintenance and support peri@typically longer for ELAs than for other types of
license sales. ELAs enable us to build long-tedatianships with our customers as they commit towadual infrastructure solutions in their datanters.
ELAs comprised 33% and 24% of our overall salesnduthe third quarters of 2013 and 2012 , respelstjand 33% and 25% of our overall sales during
the first nine months of 2013 and 2012 , respelgtiweith the balance primarily represented by oon4ELA, or transactional business. In 2013, in addi
to continuing to increase revenues through the tamtopf ELAS, we are focused on driving additiotrainsactional business.

Realignment

In January 2013, we announced a realignment o$toategy to refocus our resources and investmersiggport of three growth priorities that focus on
our core opportunities as a provider of virtuali@atechnologies that simplify IT infrastructurbetsoftware-defined data center, the hybrid clowdiend-
user computing. The business realignment plan whastantially completed at the end of the secondteuaf 2013. The realignment plan also includea th
disposition of certain business activities, whievé also been substantially completed.

GoPivotal, Inc. (* Pivotal” )

During the year, we transferred certain assetdiabiities to Pivotal in exchange for an ownershiterest in Pivotal of approximately 28% as of
September 30, 2013. In connection with this trati@acwe transferred approximately 415 of our
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employees to Pivotal during the first nine month2@il 3. Additionally, we also entered into an agneat with Pivotal pursuant to which we are actiag a
the selling agent of the products and servicesaméributed to Pivotal until at least December 3112in exchange for a customary agency fee. We have
also agreed to provide various transition serviodivotal until at least December 31, 2013, fofclitwe are reimbursed for our costs.

Starting with the second quarter of 2013, subsaliptall revenues and costs associated with outribrtion to Pivotal have been eliminated from our
consolidated statements of income. While the couation of these business lines to Pivotal has haegative impact on our revenue growth rate contpare
to 2012, it had a positive impact on our 2013 ofjiregamargin due to the elimination of Pivotal reldicosts from our consolidated statements of income

Results of Operations

Our current financial focus is on long-term reveguawth to enable us to fund our expansion of itgusegment share and to evolve our virtualization-
based products for data centers, end-user deuickslaud computing through a combination of intédevelopment and acquisitions. In evaluating our
results, we also focus on our free cash flows gradtaiing margin excluding certain expenses whiehirasiuded in our total operating expenses caledlat
accordance with accounting principles generallyeptad in the United States (“GAAP”). The expensadugled are stockased compensation, amortiza
of acquired intangible assets, realignment chaagedscertain other expenses consisting of the fettedf amortization and capitalization of software
development costs, employer payroll taxes on engg@l®fock transactions and acquisition and othateglitems. We believe these measures reflect our
ongoing business in a manner that allows meaninmgtibd-to-period comparisons. We are not currefioityised on short-term operating margin expansion,
but rather on investing at appropriate rates tgsttpur growth and priorities in what may be astahtially more competitive environment. See “Non-
GAAP Financial Measures” for further information.

Revenue:

Our revenues in the third quarter and first ninentns of 2013 and 2012 were as follows:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2013 2012 $ Change % Change 2013 2012 $ Change % Change
Revenues:
License $ 564 $ 491 % 73 15% $ 158 $ 1,49C $ 93 6%
Services:
Software maintenance 644 551 93 17 1,86¢ 1,56: 302 19
Professional services 81 92 (17) (12) 271 26( 17 7
Total services 72E 643 82 13 2,141 1,822 31¢ 18
Total revenues $ 1,28¢ $ 1,13¢  $ 15¢ 14 $ 3,72¢ % 3,312 $ 41z 12
Revenues:
United States $ 614 $ 554 $ 6C 11% $ 1,777 $ 158¢ $ 184 12%
International 67¢ 58C 95 16 1,951 1,72 22¢ 13
Total revenues $ 1,28¢ $ 1,13 $ 15E 14 $ 3,72¢  $ 331 % 41z 12

In the third quarter and first nine months of 2014& achieved growth in license and services reegnand growth in the United States and
internationally, as compared with the third quasted first nine months of 2012 .

License Revenues

License revenues in the third quarter and firse mmonths of 2013 were up 15% and 6% , respectigelypared to the third quarter and first nine
months of 2012 . Our revenue growth rate for battiqals was due to overall increased sales volustigbtly offset by the disposition of certain busiis
lines under our realignment plan and the contrisutf certain business lines to Pivotal.

Excluding from both the 2013 and the 2012 peribgsréevenues related to Pivotal and all dispositiorder our realignment plan, license revenues
17% and 8% in the third quarter and first nine rherdf 2013 , respectively. See “Non-GAAP FinanMalasures” for further information on license
revenues excluding Pivotal and our 2013 disposition
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Services Revenues

In the third quarter and first nine months of 20&8ftware maintenance revenues benefited fronmgtrenewals, multi-year software maintenance
contracts sold in previous periods, and additionaintenance contracts sold in conjunction with seftware license sales. In each period presented,
customers bought, on average, more than 24 mohthgport and maintenance with each new licensehased, which we believe illustrates our
customers’ commitment to VMware as a core elemétitair data center architecture and hybrid cloumatsgy.

In the third quarter of 2013 , professional sersicevenues decreased primarily due to the conimibaif certain business lines to Pivotal and the
disposition of certain business lines under ouligement plan. In the first nine months of 2013gfpssional services revenues increased primasily a
result of growth in our license sales and instablede led to additional demand for our professisaalices.

Our revenue growth rate was negatively impactethbycontribution of certain business lines to Rivand the disposition of certain business lines
under our realignment plan. Excluding from both 2043 and the 2012 periods the revenues relatet/tdal and all dispositions under our realignment
plan, including the business line we exited intthied quarter of 2013, services revenues grew 208622% in the third quarter and first nine months o
2013, respectively. See “Non-GAAP Financial Measufor further information on services revenuesleding Pivotal and our 2013 dispositions.

Foreign Currency

We invoice and collect in the Euro, the British Rduthe Japanese Yen and the Australian Dolldréir tespective regions. As a result, our total
revenues are affected by changes in the valueedf/t8. Dollar against these currencies. Foreigreagies did not have a material impact when compari
revenues during the third quarter and first ninenthe of 2013 to the same periods in the prior year.

Unearned Revenues

Our unearned revenues as of September 30, 201Bewaber 31, 2012 were as follows:

September 30, 2013 December 31, 2012
Unearned license revenues $ 415 $ 462
Unearned software maintenance revenues 2,937 2,75¢
Unearned professional services revenues 284 243
Total unearned revenues $ 3,63t $ 3,461

Unearned license revenues are either recognizablyatecognized upon delivery of existing or fetgroducts or services, or will be recognized
ratably upon delivery of future products or sergicEhe amount of total unearned license revenugsvarg over periods due to the type and level of
promotions offered, the portion of license consaild with a ratable recognition element, and wiremotional products are delivered upon general
availability.

Unearned software maintenance revenues are adbileuio our maintenance contracts and are geneeslbgnized ratably, typically over terms from
one to five years with a weighted-average remaiténgn at September 30, 2013 of approximately 1lé@s/dJnearned professional services revenues result
primarily from prepaid professional services, imtthg training, and are recognized as the serviredealivered.
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Operating Expenses

Information about our operating expenses for tirel tuarter and first nine months of 2013 and 2i81&s follows:

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

Total operating expenses
Operating income
Operating margin

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

Total operating expenses
Operating income
Operating margin

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

Total operating expenses
Operating income
Operating margin

For the Three Months Ended September 30, 2013

Core Other Total
Operating Stock-Based Intangible Realignment Operating Operating
Expenses (1) Compensation Amortization Charges Expenses Expenses
$ 20 1 $ 22 — $ 8 $ 51
12t 7 — — — 132
21z 52 1 — 1 26¢€
41C 37 1 — 1 44¢
86 16 — — 1 108
— —_ —_ 1 —_ 1
$ 858 11z $ 24 1 % 11 % 1,00z
$ 287
22.2%
For the Three Months Ended September 30, 2012
Core Other Total
Operating Stock-Based Intangible Realignment Operating Operating
Expenses(1) Compensation Amortization Charges Expenses Expenses
$ 26 % —  $ 19 $ — % 1= $ 6C
11C 8 1 —_ — 11¢
19¢ 60 1 — 1 26(
35¢€ 52 4 —_ — 412
79 12 — — 2 93
$ 76 $ 13z $ 25 3 — 3 e $ 944
$ 19C
16.8%
For the Nine Months Ended September 30, 2013
Core Other Total
Operating Stock-Based Intangible Realignment Operating Operating
Expenses(1) Compensation Amortization Charges Expenses Expenses
$ 60 $ 2 9 67 $ — 3 34 3 163
35C 21 2 —_ 2 37t
627 165 2 — 3 797
1,19: 10€ 6 — 3 1,30¢
251 42 — — 5 29¢
—_ — — 64 — 64
$ 2,481 % 33€ $ 77 $ 64 $ 47  $ 3,00¢
$ 71¢
19.2%
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For the Nine Months Ended September 30, 2012

Core Other Total
Operating Stock-Based Intangible Realignment Operating Operating
Expenses(1) Compensation Amortization Charges Expenses Expenses
Cost of license revenues $ 68 $ 1 $ 46 $ — % 58 % 174
Cost of services revenues 331 21 3 — 1 35€
Research and development 57¢ 14¢ 3 — 5 731
Sales and marketing 1,04z 111 9 — 4 1,16¢€
General and administrative 22¢ 34 — — 4 26€
Total operating expenses $ 2,24 $ 31§ 61 $ — 3 72 $ 2,69¢
Operating income $ 61¢
Operating margin 18.7%

(1) Core operating expenses is a non-GAAP finamegasure. See additional discussion in the “Cqrer@ting Expensesection
Core Operating Expenses

Core operating expenses is a non-GAAP financialsomeathat excludes stock-based compensation, aaboti of acquired intangible assets,
realignment charges, and certain other expensesdto total operating expenses calculated in aecwe with GAAP. The other operating expenses
excluded are the net effect of the amortization aqtalization of software development costs, @ygl payroll taxes on employee stock transactiois a
acquisition and other-related items. Our core dpegaxpenses reflect our business in a manneattmats meaningful period-to-period comparisonsr Ou
core operating expenses are reconciled to the coogparable GAAP measure, “total operating expehsethe table above. See “Non-GAAP Financial
Measures” for further information.

Core operating expenses increased by $84 or 11Beithird quarter of 2013 compared with the thivdrer of 2012 . Core operating expenses
increased by $236 or 11% in the first nine monf20d.3 compared with the first nine months of 2083 quantified below, these increaseere primarily
due to increases in employee-related expenseshwittude salaries and benefits, bonuses, commissand recruiting and training as well as an iasee
in marketing programs and contractor costs. Theease in core operating expenses in the third guand first nine months of 2013 compared with the
same periods during 2012 was partially offset lgerease in operating expenses related to Pivotal.

Cost of License Revenues

Our core operating expenses for cost of licensemaes principally consist of the cost of fulfillntexf our software and royalty costs in connectiatin
technology licensed from third-party providers. Tost of fulfilment of our software includes IT\d#opment efforts, personnel costs, product packagi
and related overhead associated with the physichebectronic delivery of our software products.

Core operating expenses for cost of license reveedeereased by $6 or 23% in the third quarter @82®mpared with the third quarter of 2012 , and
by $9 or 13% in the first nine months of 2013 corepawith the first nine months of 2012 . The desesavere primarily due to a decrease of IT
development costs of $3 and $7, respectively, dsas@ decrease in royalty and licensing costs$efdnnology licensed from third-party providersttisa
used in our products.

Cost of Services Revenues

Our core operating expenses for cost of servicesees primarily include the costs of personnelrafated overhead to deliver technical support for
our products and to provide our professional seszic

Core operating expenses for cost of services r@simereased by $15 or 14% in the third quart®@04f3 compared with the third quarter of 2012 , and
by $19 or 6% in the first nine months of 2013 corepawith the first nine months of 2012 . The inaeaas primarily due to $10 and $27, respectiwaly,
employee-related expenses as well as an incre&kSaind $16, respectively, in costs we incur avigle technical support, IT development and
professional services. These increases were gnpraportional to the increases in services reesrfor the same comparable periods. The increase wa
partially offset by a decrease of $10 and $22,eetsyely, of operating expenses related to Pivotal.

Research and Devel opment Expenses

Our core operating expenses for research and geveltt (‘R&D”) expenses include the personnel atated overhead associated with the R&D of
new product offerings and the enhancement of oistieg software offerings.
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Core operating expenses for R&D increased by $I®oin the third quarter of 2013 compared withttiied quarter of 2012 , and by $52 or 9% in the
first nine months of 2013 compared with the firgstenmonths of 2012 . The increase in the third fgmamd first nine months of 2013 compared with the
third quarter and first nine months of 2012 wasnarily due to growth in employee-related expenge&l6 and $60, respectively, which was primarily
driven by incremental growth in headcount fromtsigé hiring. Additionally, contractor costs, ITwaddopment costs, and equipment and depreciation
expenses also increased by $15 and $28 duringitideguarter and first nine months of 2013, retipely, compared to the same periods in the preary
The increases in expenses in the third quartefiesichine months of 2013 were partially offsetdogecrease of $19 and $40, respectively, of relseard
development expenses related to Pivotal.

Sales and Marketing Expenses

Our core operating expenses for sales and marketipgnses include personnel costs, sales comnssaimhrelated overhead associated with the sale
and marketing of our license and services offeriagsvell as the cost of product launches. Salesrissions are generally earned and expensed when a
firm order is received from the customer and magXgensed in a period other than the period in kttie related revenue is recognized. Sales and
marketing expenses also include the net impact fremexpenses incurred and fees generated byrcergaketing initiatives, including our annual
VMworld and VMworld Europe conferences.

Core operating expenses for sales and marketimgased by $54 or 15% in the third quarter of 20dr@mared with the third quarter of 2012 , and by
$151 or 14% in the first nine months of 2013 coragawith the first nine months of 2012 . The inceemsthe third quarter and first nine months of 201
was primarily due to growth in employee-relatedenges of $44 and $139, respectively, driven byemental growth in headcount and by higher
commission expense due to increased sales volUroeslesser extent, costs incurred for marketimgrams, contractor costs and IT development cdsts o
$23 and $32 also contributed to the increase ofesg during the third quarter and first nine mowfid013 , respectively, compared to the same gsiiio
the prior year. The increases in expenses in ih@& dgnarter and first nine months of 2013 wereiplytoffset by a decrease of $14 and $29, respelgti of
sales and marketing expenses related to Pivotal.

General and Administrative Expenses

Our core operating expenses for general and admaitive expenses include personnel and relatecheaercosts to support the overall business. These
expenses include the costs associated with ourd@auman resources, IT infrastructure and legalyell as expenses related to corporate costs and
initiatives and facilities costs.

Core operating expenses for general and adminigraicreased by $7 or 9% in the third quarter@f2 compared with the third quarter of 2012 , and
by $23 or 10% in the first nine months of 2013 cane with the first nine months of 2012 . The nwghificant driver of the increase in the third gea
and first nine months of 2013 was due to increnigmtawth in headcount resulting in an increasedffid $11, respectively. The increase in the fiirse
months of 2013 compared to the same period intioe year was also due to an increase in charitdbigtions and contractor expenses.

Stock-Based Compensation

Stock-based compensation was $113 and $132 imittdequarter of 2013 and 2012 , respectively, aelse of $19 or 14% . Stotlesed compensatir
was $336 and $315 in the first nine months of 28482012 , respectively, an increase of $21 or 7% .

The decrease in total stock-based compensatiomsgpe the third quarter of 2013 compared withtttiel quarter of 201%as primarily due to certa
acquisition costs recognized during the third qerasf 2012 that were not recognized during the speni®d in 2013. Our recent realignment plan that
included divesting of certain business activitesj our investment in Pivotal resulting in the &fen of certain of our employees also contributed t
decline in stock-based compensation during the tpirarter of 2013 compared to the same periodeiptior year.

Although stock-based compensation expense dedlingdg the third quarter 2013 compared to 2012ddwease only partially offset the increase of
approximately $41 in stock-based compensation esgduaring the first six months of fiscal year 2@b8pared to the same period in the prior year,
resulting in an increase of stock-based compensdtioing the nine months ended 2013 compared te g@mod in the prior year.

Stock-based compensation is recorded to each aoppetpense category based upon the function déitiigloyee to whom the stock-based
compensation relates and fluctuates based uporathe and number of awards granted. Compensatibsspphy varies by function, resulting in different
weightings of cash incentives versus equity inagsti As a result, functions with larger cash-basedponents, such as sales commissions, will have
comparatively lower stock-based compensation thla@rdunctions.

As of September 30, 2013, the total unamortizeds/édue of our outstanding equity-based awardd bglour employees was $834 , and is expected to
be recognized over a weighted-average period abappately 1.5 years.
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Intangible Amortization

Intangible amortization increased $16 or 26% infitst nine months of 2013 compared with the firste months of 2012 as a result of new
acquisitions, primarily the acquisition of Nicinathe third quarter of 2012. The increase was g8rtbffset by the transfer of certain intangib&sats to
Pivotal, as well as a result of exiting certaireSrof business under our realignment plan. Additignintangible amortization decreased as ceiitgangible
assets became fully amortized. Intangible amoitinadecreased by an immaterial amount in the tiirarter of 2013 compared with the third quarter of
2012 . Intangible amortization is predominantlyarged to cost of license revenues on our accompgrognsolidated statements of income.

Realignment Charges

During January 2013, we approved and initiatedsart@ss realignment plan to streamline our operatiesulting in realignment charges incurred
during the first nine months of 2013 . As of thew® quarter of 2013, the plan was substantialiyplete.

The plan included the elimination of approximatéBb positions and personnel across all major fanetigroups and geographies. The total cash and
non-cash charge for workforce reductions of $54 rgasrded on the consolidated statements of inaumag the first nine months of 2013 .

Although we expect that streamlining our operatiailshave a favorable impact on our operating eMgess in future quarters, we expect that core
operating expenses related to our headcount wilease as our total headcount is expected to hageiacrease of approximately 500 during 2013 as w
continue to make key investments in support oflong-term growth objectives. This expected netease takes into account the reduction of employees
that have or will transfer to Pivotal, as well hs tmpact of our realignment activities.

Other Operating Expenses

Other operating expenses consist of the net effettte amortization and capitalization of softwdevelopment costs and employer payroll tax on
employee stock transactions, which are recorded¢b individual line of operating expense on owoatpanying consolidated statements of income.
Additionally, other operating expenses include &sitjan and other-related items, which are recoridegeneral and administrative expense on our ircom
statement.

Other operating expenses decreased $7 and $28 thitt quarter and first nine months of 2013 peesively, from the third quarter and first nine
months of 2012 . The decrease in the third quartdrfirst nine months of 2013 was primarily duatecrease of $7 and $24 , respectively, in the
amortization of capitalized software developmertswoesulting from the completion of amortization ffrevious product releases. Amortization expense
from capitalized software development costs isudet in cost of license revenues on our accompgrggnsolidated statements of income. In future
periods, we expect our amortization expense fropitai&zed software development costs to continugedine as these costs are expected to be recasded
R&D expense as incurred.

Other Income (Expense), Net

Other income , net of $15 and $29 in the third tgraand first nine months of 2013 , respectivehgrged by $17 and $3tespectively, compared w
other expense , net of $2 and $2 in the third guand first nine months of 2012 , respectivelymprily due to pre-tax gains of $12 and $44 recogdiin
the third quarter and first nine months of 2018spectively, as a result of divesting of certaisibess activities under our business realignmeant. pl
Partially offsetting this gain was the recognitimfran other-than-temporary impairment charge fstrategic investment in the first nine months of20

Income Tax Provision

Our effective tax rate in the periods presentatiésresult of the mix of income earned in variausjtrisdictions that apply a broad range of incdene
rates. The rate at which the provision for incomes is calculated differs from the U.S. federafgbry income tax rate primarily due to differahtiax
rates in foreign jurisdictions where income is earand considered to be indefinitely reinvested.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes, and exgecbhtinue to be included in such consolidated
group for periods in which EMC owns at least 80%haftotal voting power and value of our outstagditock as calculated for U.S. federal income tax
purposes. The percentage of voting power and waleeilated for U.S. federal income tax purposes ditigr from the percentage of outstanding shares
beneficially owned by EMC due to the greater votdogver of our Class B common stock as comparedit@tass A common stock and other factors. Each
member of a consolidated group during any partadresolidated return year is jointly and severhdiple for tax on the consolidated return of suelaryanc
for any subsequently determined deficiency ther&mould EMC's ownership fall below 80% of the tatafing power or value of our outstanding stock in
any period, then we would no longer be includethenEMC consolidated group for U.S. federal incdenepurposes, and thus no longer be liable in the
event that any income tax liability
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was incurred, but not discharged, by any other neerabthe EMC consolidated group. Additionally, alS. federal income tax would be reported
separately from that of the EMC consolidated group.

Our effective income tax rate was 15.3% and 19.@etHe third quarter of 2013 and 2012 , respegctivEhe effective income tax rate was 11.4% and
14.7% for the first nine months of 2013 and 20i&spectively. The lower effective rate for the dhjjuarter of 2013 compared to the same period 12 20
was primarily attributable to the finalization ot 2012 federal return related to the change imats of the U.S. federal research tax credit datmn. The
lower effective rate for the first nine months @13 compared to the same period in 20623 primarily attributable to the discrete tax H#aeecognized it
the first nine months of 2013 due to the retro@ctmactment of the U.S. federal research tax dogdite U.S. Congress in January 2013.

Our rate of taxation in foreign jurisdictions isder than our U.S. tax rate. Our international ineamprimarily earned by our subsidiaries in Irelan
where the statutory tax rate is 12.5%. We do ntéwethat any recent or currently expected dewelents in nord.S. tax jurisdictions are reasonably lik
to have a material impact on our effective tax.r@wer intent is to indefinitely reinvest our non8Jfunds in our foreign operations, and our curpams do
not demonstrate a need to repatriate them to fundJ&s. operations.

Our effective tax rate for the remainder of 2013/rba affected by such factors as changes in tag, leagulations or rates, changing interpretation of
existing laws or regulations, the impact of accougfor stock-based compensation, the impact obating for business combinations, dispositions,
changes in our international organization, shiftthe amount of income before tax earned in the &s®ompared with other regions in the world, and
changes in overall levels of income before tax.

Our Relationship with EMC

As of September 30, 2013 , EMC owned 43,025,00€eshaf Class A common stock and all 300,000 glres of Class B common stock, represel
79.7% of our total outstanding shares of commoaoksémd 97.2% of the combined voting power of oustanding common stock.

EMC Reseller Arrangement, Other Services and Nosy&ble

Pursuant to an ongoing reseller arrangement witEEMC bundles our products and services with EMZ&lucts and sells them to eusers. In th:
three months ended September 30, 2013 and 2012ecagnized revenues of $37 and $27 , respectifrelyy such contractual arrangement with EMC. In
the nine months ended September 30, 2013 and 204 2ecognized revenues of $108 and $8%pectively, from such contractual arrangemetit BMC.
As of September 30, 2013, $162 of revenues frasdymts and services sold under the reseller armaagewere included in unearned revenues.

In the three months ended September 30, 2013 a2, 20e recognized professional services revenu®$band $21 , respectively, from such
contractual agreements with EMC. In the nine moetided September 30, 2013 and 2012 , we recogreézedues of $60 and $63espectively, from sut
contractual agreements with EMC. As of Septembef803 , $9 of revenues from professional serviedSMC customers were included in unearned
revenues.

In both the three months ended September 30, 20d2@12 , we recognized revenues of $3 from pradaict services purchased by EMC for internal
use pursuant to our contractual agreements with BRl@e nine months ended September 30, 2013 @h2l 2ve recognized revenues of $9 and $7 ,
respectively, from such contractual agreements BNIC. As of September 30, 2013, $30 of revenua® foroducts and services purchased by EMC for
internal use were included in unearned revenues.

We purchased products and services for internafrase EMC for $20 and $4 in the three months erfBlepgtember 30, 2013 and 2012 , respectively,
and for $45 and $28 in the nine months ended Sdgete80, 2013 and 2012 , respectively.

From time to time, we and EMC enter into agreememntllaborate on technology projects. In bothttiree months ended September 30, 2013 and
2012, we received $2 from EMC for EMC'’s portidreapenses related to such projects, and in the mionths ended September 30, 2013 and 2012 , we
received $6 and $5 , respectively, from such cehie agreements with EMC. In the three months é®kptember 30, 2013 , we paid $5 to EMC for
services provided to us by EMC related to suchagmtsj and in the nine months ended September 23,,20e paid $7 to EMC for such contractual
agreements with EMC.

In certain geographic regions where we do not fsavestablished legal entity, we contract with EMBsidiaries for support services and EMC
personnel who are managed by us. The costs inchyr&MC on our behalf related to these employeegassed on to us and we are charged a mark-up
intended to approximate costs that would have lsarged had we contracted for such services witmaglated third party. These costs are included as
expenses in our consolidated statements of incargramarily include salaries, benefits, travel aedt. Additionally, EMC incurs certain administvat
costs on our behalf in the U.S. that are also dEmbeas expenses in our consolidated statememsarhie. The total cost of the
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services provided to us by EMC as described ab@ase$29 and $26 in the three months ended Septe8@b2013 and 2012 , respectively, and $94 &l
in the nine months ended September 30, 2013 ari2l 2@Epectively.

In both the three months ended September 30, 20d2@12 , $1 of interest expense was recordecerktatthe note payable to EMC and included in
interest expense with EMC on our consolidated stares of income. In the nine months ended SepteBhe2013 and 2012 , $3 and $4 , respectively, of
interest expense was recorded related to the rytbfe to EMC and included in interest expense ®RC on our consolidated statements of income. Our
interest expense as a separate, stand-alone compgnlye higher or lower than the amounts reflestete consolidated financial statements.

Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger succeBdal Maritz as Chief Executive Officer of VMwakFior to joining VMware, Pat Gelsinger was
the President and Chief Operating Officer of EM@imation Infrastructure Products. Paul Maritz rémsa board member of VMware and currently se
as Chief Executive Officer of Pivotal, a majorityseed subsidiary of EMC in which we have an owngrshierest. Both Paul Maritz and Pat Gelsinger
retain and continue to vest in certain of theipessive equity awards that they held as of Septerhb2012. Stock-based compensation related to Pat
Gelsinger’'s EMC awards will be recognized on ourstidated statements of income over the awardsai@ing requisite service periods. Effective
September 1, 2012, stock-based compensation retafeaul Maritz's VMware awards will not be recazgul by us.

Mozy

In 2011, we acquired certain assets relating to ENMzy cloud-based data storage and data centécss, including certain data center assets and a
license to certain intellectual property. EMC re&a ownership of the Mozy business and its remgiagsets and continued to be responsible to Mozy
customers for Mozy products and services and togrize revenue from such products and serviceseM#ed into an operational support agreement with
EMC through the end of 2012, pursuant to which egktover responsibility to operate the Mozy servdoebehalf of EMC. Pursuant to the support
agreement, costs incurred by us to support EMC'syMrvices, plus a mark-up intended to approxirtfatd-party costs and a management fee, were
reimbursed to us by EMC. In the fourth quarter @2, the operational support agreement betweendiE ®IC was amended such that we would no longer
operate the Mozy service on behalf of EMC. Underdmendment, we transferred substantially all eygas that support Mozy services to EMC and EMC
purchased certain assets from us in relation tsteared employees. The termination of serviceratated transfer of employees and sale of assets wa
substantially completed during the first quarte2013. On the consolidated statements of incormady amounts reimbursed by EMC to us to operate Mozy
were immaterial in the three and nine months ei8atember 30, 2013 , and $17 and $48 in the tme&@iae months ended September 30, 2012,
respectively. These amounts were recorded as atieduo the costs we incurred.

Joint Contribution of Assets with EMC to Pivotal

On April 1, 2013, we transferred certain assetsliafulities to Pivotal. We contributed certain asss including intellectual property, to Pivotahda
Pivotal assumed substantially all liabilities, tethto certain of our Cloud Application Platformogucts and services, including VMware’s Cloud Faynd
VMware vFabric (including Spring and GemFire) aretd3 organizations, except for certain tangibletasglated to Cloud Foundry. During the nine
months ended September 30, 2013, we transfermrdxdmately 415 VMware employees to Pivotal.

We received preferred equity interests in Pivotplat to approximately 31% of Pivotal's outstandatgires in exchange for our contributions.
Additionally, we and Pivotal entered into an agreatrpursuant to which we will act as the sellingratidor the products and services we contributed to
Pivotal until at least December 31, 2013 in excledfiog a customary agency fee. In the three andmimaths ended September 30, 2013, we recognized
revenues of $2 and $3 , respectively, from sucliraotual arrangement with Pivotal. As of Septen8#r2013 , $1 of revenues from such contractual
arrangement with Pivotal were included in uneams@nues. We also agreed to provide various tianservices to Pivotal until at least December 31,
2013. Pursuant to the support agreement, coster@ttby us to support Pivotal services are reingalits us by Pivotal. During the three and nine ment
ended September 30, 2013 , we provided transigorices of $2 and $10 , respectively, that are beirsable by Pivotal and which were recorded as a
reduction to the costs we incurred. Additionally purchased products and services for internafrasePivotal for $1 and $6 in the three and ninenthe
ended September 30, 2013, respectively.

The book value of all contributed assets and Higlities assumed by Pivotal, with the exceptiointdngible assets and goodwill, was based on the
book values of those assets and liabilities spetifthose particular products and services. Rangible assets and goodwill, the book value cbuated
was based on the relative fair value of the countebl assets applicable to Pivotal.
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Due To/Due From Related Partie

As of September 30, 2013 , we had $16 net duddteckeparties, which consisted of $59 due to EME $b due to Pivotal, partially offset by $55 due
from EMC and $3 due from Pivotal. These amountslted from the related-party transactions with E&t@ Pivotal described above. Additionally, as of
September 30, 2013 , we had a net income tax r@aleifrom EMC of $6 , which consisted of $9 duerfrBMC, partially offset by $3 due to EMC.
Balances due to or from EMC which are unrelatetdxoobligations are generally settled in cash wiB0 days of each quarter-end. The timing of tie ta
payments due to and from EMC is governed by theshaxing agreement with EMC.

By nature of EMC'’s majority ownership of us, theamts we recorded for our intercompany transactiitts EMC may not be considered arm’s
length with an unrelated third party. Thereforefinancial statements included herein may not reardy reflect our results of operations, finangiakition
and cash flows had we engaged in such transaatitingn unrelated third party during all periodsgented. Accordingly, our historical results shawdt
be relied upon as an indicator of our future penfance as a stand-alone company.

Liquidity and Capital Resources

At September 30, 2013 and 2012 , we held cash,emgsalents and short-term investments as follows:

September 30,
2013 2012
Cash and cash equivalents $ 2,26 % 1,48(
Short-term investments 3,57¢ 2,91«
Total cash, cash equivalents and short-term inversisn $ 5831 $ 4,39¢

As of September 30, 2013, we held a diversifiedfplio of money market funds and fixed income sé@s totaling $5,416 . Our fixed income
securities were denominated in U.S. Dollars andisted of highly liquid debt instruments of the UgBvernment and its agencies, U.S. municipal
obligations, and U.S. and foreign corporate debustges. We limit the amount of our domestic antéinational investments with any single issuer amg
single financial institution, and also monitor tigersity of the portfolio, thereby diversifyingeltredit risk. As of September 30, 2013, our togah, cash
equivalents and short-term investments were $5,88Which $3,918vas held outside the U.S. If these overseas furae needed for our operations in
U.S., we would be required to accrue and pay &g on related undistributed earnings to repatti@se funds. However, our intent is to indeflpite
reinvest our non-U.S. earnings in our foreign opena and our current plans do not demonstratesd terepatriate them to fund our U.S. operations.

We expect to continue to generate positive casbsflioom operations in 2013 and to use cash gertebgte@perations as our primary source of liquit
We believe that existing cash and cash equivalesgsther with any cash generated from operatidtidsufficient to meet normal operating
requirements for at least the next twelve monthkil&®\ive believe our existing cash and cash equislend cash to be generated by operations will be
sufficient to meet our normal operating requireraeatr overall level of cash needs may be impdayettie number and size of acquisitions and invests
we consummate and the amount of stock we buy e2R13. Should we require additional liquidity, may seek to arrange debt financing or enter into
credit facilities.

Our cash flows for third quarter and first nine riienof 2013 and 2012 were as follows:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,

2013 2012 2013 2012
Net cash provided by (used in):
Operating activities $ 637 $ 43¢ $ 184¢ $ 1,40¢
Investing activities (189 (9749 (963) (1,80¢)
Financing activities (25) (59 (231) (72

Net increase (decrease) in cash and cash equisalent $ 42:  $ (597 $ 654 $ (47¢)

Operating Activities

Cash provided by operating activities increase@2i1 in the third quarter of 2013 , and by $44thimmfirst nine months of 2013 . The increase was
primarily driven by an increase in net income aaslhccollections. Both factors impacting the incegiascash provided by operating activities areangé
part due to growth in our sales to customers are wartially offset by increases in core operagrgenses.
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In evaluating our liquidity internally, we focus @nee cash flows, which we consider to be a relewaasure of our progress. We define free cash
flows, a non-GAAP financial measure, as net casikiged by operating activities less capital expands. See “Non-GAAP Financial Measures” for
additional information.

Our free cash flows in the third quarter and fiviste months of 2013 and 2012 were as follows:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Net cash provided by operating activities $ 637 $ 43¢ $ 1,84¢ $ 1,40¢
Capital expenditures (94) (75) (247) (153)
Free cash flows $ 54z $ 361 $ 1,601 $ 1,251

Investing Activities

Cash used in investing activities is generallyilaitable to the purchase of fixed income securitiesiness acquisitions, and capital expendit@ash
provided by investing activities is primarily alittable to the sales or maturities of fixed incaeeurities.

Net cash used in investing activities during thedtuarter and first nine months of 2013 decreasedpared to the prior period. The most significant
factor driving this decrease related to businesshioations, net of cash acquired. In the first mimenths of 2013 , we paid $184 , and in third qeraand
first nine months of 2012 , we paid $1,242 and &4, 3respectively, for business acquisitions. W i@ business acquisitions in the third quarte2Qif3 .
The decrease in cash used in investing activites slightly offset by an increase in capital expiemes primarily due to the renovation of our exgeah
Palo Alto, California campus. The renovation wil & multi-year project with capital investment extieg into future periods. Net cash flows will als®
impacted by the timing of purchases, sales andrnitiatiof our available-for-sale securities.

In the third quarter and first nine months of 20¥& received proceeds of $6 and $37 , respectifrelyn dispositions of certain lines of business in
relation to our realignment plan.

Financing Activities

Net cash used in financing activities during thedtiquarter of 2018lecreased compared to the prior period. The lafgesir attributing to the decree
in net cash used in financing activities for thediyuarter of 2013 compared to the same peridbarprior year was a reduction in cash used faksto
repurchases. During the third quarter of 2013 hes®d to repurchase and retire shares was $90acechim $129 for the same period in the prior year.

Cash used in financing activities during the firste months of 2013 compared to the same perititkiprior year increased primarily as a result of
stock repurchases of $392 and a decrease in po&®ad the issuance of common stock of $29. Addilty, the increase in cash used in financing
activities was also impacted by a decrease of exessbenefits from stock-based compensation of $51

Future cash proceeds from issuances of common atatkhe excess tax benefit from stock-based cosapien and future cash outflows to repurchase
our shares to cover tax withholding obligationd dépend upon, and could fluctuate significantnirperiod-to-period based on, the market valueuof o
stock, the number of awards exercised, sold oedeshe tax benefit realized and the tax-affectedpensation recognized.

Note Payable to EM(

As of September 30, 2013 , $450 remained outstgrmlina note payable to EMC, with interest payablkerigrly in arrears. The note matures in April
2015. The interest rate continues to reset qugragid bears an interest rate of the 90-day LIBQR pb basis points.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of Non-GAAP Finaaldleasures in Commission Filings,” defines andpribes the conditions for use of NGAAP
financial information. Our measures of core opaggxpenses and free cash flows each meet thetiefiaf a non-GAAP financial measure.

Core Operating Expenses

Management uses the n@AAP measure of core operating expenses to understad compare operating results across accoymingds, for intern:
budgeting and forecasting purposes, for short-lamg-term operating plans, to calculate bonus paysand to evaluate our financial performance, the
performance of our individual functional groups adhe ability of operations to generate cash. Mamagg believes that by excluding certain expensas th
are not reflective of our ongoing
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operating results, core operating expenses rafladbusiness in a manner that allows for meaninggulod-to-period comparisons and analysis of tsend
our business.

We define core operating expenses as our totahtipgrexpenses excluding the following componemtsch we believe are not reflective of our
ongoing operational expenses. In each case, foettsons set forth below, management believegititding the component provides useful information
to investors and others in understanding and etrajiaur operating results and future prospectiésame manner as management, in comparing fadanci
results across accounting periods and to thoseef@mpanies and to better understand the longgerformance of our core business.

Sock-based compensation. Stock-based compensation is generally fixed atithe the stock-based instrument is granted and t@adrover a
period of several years. Although stock-based cosgton is an important aspect of the compensatiaur employees and executives, the
expense for the fair value of the stduksed instruments we utilize may bear little redante to the actual value realized upon the vestirfgture
exercise of the related stock-based awards. Funthrer, unlike cash compensation, the value of sbmtions is determined using a complex
formula that incorporates factors, such as marétiity, that are beyond our control. Additionalin order to establish the fair value of
performance-based stock awards, which are alsteareat of our ongoing stock-based compensatiorar@eequired to apply judgment to
estimate the probability of the extent to whichfpenance objectives will be achieved.

Amortization of acquired intangible assets. We generally allocate a portion of the purchaseepoif an acquisition to intangible assets, such as
intellectual property, which is subject to amortiaa. Additionally, the amount of an acquisitioarchase price allocated to intangible assets and
the term of its related amortization can vary digantly and are unique to each acquisition.

Realignment charges. Realignment charges include workforce reductioasetimpairments and losses on asset disposalbeligge it is useful to
exclude these items, when significant, as theyateeflective of ongoing business and operatirsglts.

Other operating expenses. Other expenses excluded are amortization and Giapttan of software development costs, employsrplhtaxes on
employee stock transactions and other acquisitiohogher-related items. Capitalized software dgumlent costs encompass capitalization of
development costs and the subsequent amortizétitre capitalized costs over the useful life of gineduct. Amortization and capitalization of
software development costs can vary significangigehding upon the timing of products reaching tetdgical feasibility and being made
generally available. We did not capitalize softwadexelopment costs related to product offeringdénthird quarter and first nine months of 2013
or fiscal year 2012 given our current go-to-maitedtegy. In future periods, we expect our amaitzeexpense from previously capitalized
software development costs to steadily declineregigusly capitalized software development costobee fully amortized. The amount of
employer payroll taxes on stock-based compensétidapendent on our stock price and other fact@asare beyond our control and do not
correlate to the operation of the business. Actjoisend other-related items include direct co$@aguisitions and dispositions, such as
transaction and advisory fees, which vary signiftgaand are unique to each transaction. Additignale do not acquire or dispose of businesses
on a predictable cycle.

31




Table of Contents

Revenues Excluding Pivotal and 2013 Dispositic

The following table sets forth our revenues fortthied quarter and first nine months of 2013 anti2[@ss (a) the revenues attributable to the ptsduc
and services contributed by us to Pivotal on Apri2013 and (b) revenues attributable to all liofelsusinesses which were disposed of in 2013. éfiquls
have been adjusted to exclude related revenuef®elée that this information is useful to investéor understanding revenue trends in our ongoing
business.

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2013 2012 % Change 2013 2012 % Change
License revenues as reported $ 564 $ 491 15% $ 158: $ 1,49( 6%
Pivotal — (5) ) (198)
All dispositions (2 (7 (16) (22)
License revenues as reported, excluding Pivotakdind
dispositions $ 56z $ 47¢ 17% $ 1562 % 1,45( 8%
Services revenues as reported $ 725 $ 645 13% $ 2,141 % 1,822 18%
Pivotal — (25) 19 (63)
All dispositions 2 13 ()] (36)
Services revenues as reported, excluding Pivothbdn
dispositions $ 728 % 60% 20% $ 2,10t $ 1,72¢ 22%
Total revenues as reported $ 1,28¢ $ 1,13¢ 14% $ 3,72¢  $ 3,312 12%
Pivotal — (30 (22 (81)
All dispositions (4) (20 (39 (58)
Total revenues as reported, excluding Pivotal dind a
dispositions $ 1,288 $ 1,084 10% $ 3,66¢ $ 3,17¢ 16%

Free cash flows

In evaluating our liquidity internally, we focus @nee cash flows, which we consider to be a relewaasure of our progress. In 2012, we changed our
methodology for calculating free cash flows, whigheflected in the amounts presented for all gisido be defined as GAAP operating cash flows less
capital expenditures. We include the impact fromitehexpenditures on property and equipment bexthese expenditures are also considered to be a
necessary component of our operations and therpéoteof our core operating expenses. Managemestfose cash flows as a measure of financial
progress in our business, as it balances openasdts, cash management and capital efficiencyb®leve that free cash flows provides useful infatior
to investors and others as it allows for meaningériod-to-period comparisons of our operating dashs for analysis of trends in our business.
Additionally, we believe that it provides investansd others with an important perspective on theuarhof cash that we may choose to use for stategi
acquisitions and investments, the repurchase eéshaperations and other capital expenditures.

Limitations on the use of No-GAAP financial measures

A limitation of our non-GAAP financial measuresaufre operating expenses and free cash flows ightbgtdo not have uniform definitions. Our
definitions will likely differ from the definitionsised by other companies, including peer compaarestherefore comparability may be limited. Thus,
non-GAAP measures of core operating expenses anddiseflows should be considered in addition to,asoa substitute for, or in isolation from, meas
prepared in accordance with GAAP. Additionallyttie case of stock-based compensation, if we dighapiout a portion of compensation in the form of
stock-based compensation and related employer lb#gxes, the cash salary expense included in @fstsvenues and operating expenses would be higher
which would affect our cash position. Further, tiom-GAAP measure of core operating expenses htsrcémitations because it does not reflect &inis
of income and expense that affect our operatiodsaam reflected in the GAAP measure of total ojiregatxpenses.

We compensate for these limitations by reconcitioe operating expenses to the most comparable GinARcial measure. Management encourages
investors and others to review our financial infation in its entirety, not to rely on any singledncial measure and to view our non-GAAP financial
measures in conjunction with the most comparabl@&Bfinancial measures.
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See “Results of Operations—Operating Expensesa feconciliation of the non-GAAP financial measafeore operating expenses to the most
comparable GAAP measure, “total operating expehgmsthe three and nine months ended Septembe2@®IB and 2012 .

See “Liquidity and Capital Resources” for a rectation of free cash flows to the most comparabfeAB measure, “net cash provided by operating
activities,” for the three and nine months endept&aber 30, 2013 and 2012 .

Critical Accounting Policies

Our consolidated financial statements are basateselection and application of accounting prilesfenerally accepted in the United States of
America that require us to make estimates and gssums about future events that affect the amoregerted in our financial statements and the
accompanying notes. Future events and their eféartsot be determined with certainty. Therefore,dbtermination of estimates requires the exedfise
judgment. Actual results could differ from thoséreates, and any such differences may be materialit financial statements. We believe that theceti
accounting policies set forth within Item 7 of @@12 Annual Report on Form 10-K may involve a higthegree of judgment and complexity in their
application than our other significant accountimdjgies and represent the critical accounting pedicised in the preparation of our financial sta&tets If
different assumptions or conditions were to prevhé results could be materially different front ceported results.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements, including, without limitatisstatements regarding expectations of, or our
plans for: achieving future business growth bydiag long-term relationships with our customerstigh the adoption of enterprise license agreements;
macroeconomic conditions; future product offeriagsl product functionality; continued investmentantain product areas; sources of revenues;
developing new product capabilities; increasingtoamsactional business; future acquisitions; l@rga revenue growth and funding strategic initiesiv
through long-term revenue growth; our reliance@atonships with third party providers; future quetition; the competitive landscape; maintaining ou
industry leadership position; the impact on opagxpense, costs associated with, and the tineetabstreamlining our operations and implemenging
completing our realignment plan; the impact of malignment plan on our financial results; expeamei to build out our corporate headquarters;
geographic expansion and adding additional chgramhers; the recognition of unearned revenuerealationship with EMC, EMG percentage ownerst
of our shares, and impact on taxes; increasing@maplheadcount and impact on operating expensduatsmpact of the partial U.S. federal government
shutdown in October 2013; our revenue outlook adyrct mix; customer and partner demand for oudpets and services; synergies from our
acquisitions and associated accounting for googthi#l sufficiency of our liquidity and capital reges to fund our operations and business stratagy;
ability to generate positive cash flows from opiera; continuation of our stock repurchase prograun;effective tax rate and the effects of poténtia
developments in non-U.S. tax jurisdictions; reifirgsour overseas earnings in our foreign operatamd not needing to repatriate them to the Un8.; t
timing, amount of and amortization of capitalizeftware development costs; the lack of a matedaksese effect on us due to the resolution of pendin
claims, legal proceedings and investigations; arsiscassociated with foreign currency and inteegstfluctuations.

These forward-looking statements involve risks andertainties and the cautionary statements st &wove and those contained in the section of this
report entitled “Risk Factors” identify importaradtors that could cause actual results to diffelenadly from those predicted in any such forwandiing
statements. We assume no obligation to, and dourcgntly intend to, update these forward-lookiteyesments.

Available Information

Our website is located at www.vmware.com, and ouestor relations website is located at http:#inware.com. Our goal is to maintain the Investor
Relations website as a portal through which invsstan easily find or navigate to pertinent infotimraabout us, all of which is made available foée
charge, including:

e our annual report on Form 10-K, quarterly repam Form 10-Q, current reports on Form 8-K, andanmendments to those reports, as soon as
reasonably practicable after we electronically lat material with or furnish it to the Securiteasd Exchange Commission (“SEC”);

« announcements of investor conferences, speechesvants at which our executives talk about our pets] services and competitive strate

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

» additional information on financial metrics, inding reconciliations of non-GAAP financial meassidiscussed in our presentations to the nearest
comparable GAAP measure;
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» press releases on quarterly earnings, productemits announcements, legal developments and attenal news

e corporate governance information including oetificate of incorporation, bylaws, corporate gamance guidelines, board committee charters,
business conduct guidelines (which constitutescode of business conduct and ethics) and otherganee-related policies;

e other news, blogs and announcements that we mayrpostime to time that investors might find udedu interesting; ar
e opportunities to sign up for email alerts and R&&16 to have information pushed in real t

The information found on our website is not partasfd is not incorporated by reference into, thiarty other report we file with, or furnish to, t8&C

Unless the context requires otherwise, we arenafpto VMware, Inc. when we use the terms “VMwatae “Company,” “we,” “our” or “us.”

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

There were no material changes to our market ipkgures in the nine months ended September 3@,.28de Part Il, Iltem 7A, “Quantitative and
Quialitative Disclosures About Market Risk” of o#12 Annual Report on Form 10-K for a detailed déston of our market risk exposures.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by the Exgkakct, under the supervision and with the pargitign of our principal executive officer and
principal financial officer, of the effectivenesktbe design and operation of our disclosure cdmtad procedures, as defined in Rule 13a-15(tjeof
Exchange Act, as of the end of the period coveethis report. Based on this evaluation, our ppatexecutive officer and principal financial offic
concluded that, as of the end of the period covbyetthis report, our disclosure controls and proced were effective to provide reasonable assuridsate
information required to be disclosed by us in tygarts that we file or submit under the Exchangeif\cecorded, processed, summarized and reported
within the time periods specified in the Securitesl Exchange Commission’s rules and forms andaaige reasonable assurance that such information i
accumulated and communicated to our managemehigding our principal executive officer and prindifiaancial officer, as appropriate to allow timely
decisions regarding required disclosures.

Changes in Internal Controls Over Financial Reportng

There were no changes in our internal control éwancial reporting during the most recent fiscahder ended September 30, 2013 that materially
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

Limitations on Controls

Our disclosure controls and procedures and intewatirol over financial reporting are designed tovile reasonable assurance of achieving their
objectives as specified above. Management doesxpeict, however, that our disclosure controls andguures or our internal control over financial
reporting will prevent or detect all errors anduifaAny control system, no matter how well desigaad operated, is based upon certain assumptiahs an
can provide only reasonable, not absolute, assetduat its objectives will be met. Further, no eadibn of controls can provide absolute assuramae t
misstatements due to error or fraud will not oamuthat all control issues and instances of fréuahy, within the Company have been detected.
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PART Il
OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

See Note L to the consolidated financial statemienBart |, Item 1 of this Quarterly Report on Fat6tQ for a description of legal proceedings. See
also the risk factor entitled “We may become ineahin litigation and regulatory inquiries and predmgs that could negatively affect us” in Part Il,
Item 1A of this Quarterly Report on Form Dfor a discussion of potential risks to our resol operations and financial condition that mageafrom lege
proceedings.

ITEM 1A. RISK FACTORS

The risk factors that appear below could materiaffgct our business, financial condition and rssof operations. The risks and uncertainties
described below are not the only risks and unaeréas facing us. Our business is also subject teige risks and uncertainties that affect manyothe
companies.

Risks Related to Our Business

As the market for our computer virtualization prodts has matured, we have been increasingly develgpind marketing products and services targe
toward the delivery, management and automation miormation technology (“IT”) infrastructure, platfams and services through cloubdased solutions
If businesses do not find our cloud computing satuts compelling, our revenue growth and operatingargins may decline

Our products and services are based on computaealiation and related technologies that have ariijbeen used for virtualizing on-premises data
centers. As the market for data center virtuakiratias matured, we have increasingly directed mdyzt development and marketing toward produatks an
services that enable businesses to utilize vizatitin as the foundation for cloud-based computimgnagement and automation of the delivery of IT
resources, end-user computing and Infrastructueesasvice (“laaS”) offerings including hybrid ctbservices. Our success depends on organizatiahs an
customers perceiving technological and operatibaakfits and cost savings associated with the &sarg adoption of virtualization-based infrastruetu
and management solutions for cloud computing, ldytioud services and end-user computing. As th&ehdor our data center virtualization products
mature and the scale of our business increasasyitoe difficult to maintain previous rates of gtbwn our product sales and we expect our annwvainee
growth rate in 2013 to decline from the growth @t@2% experienced in 2012. In addition, to theeekthat our newer cloud computing infrastructure
management and automation, or software-definedagster (“SDDC”), solutions, end-user computing] agbrid cloud solutions are adopted more slowly
or less comprehensively than we expect, our revgnueth rates may slow materially or our revenug ihecline substantially.

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

In fiscal year 2012, approximately 90% of our lisemevenues were from our cloud infrastructureraadagement solutions with the balance from our
other solutions. Although we continue to develdpeotapplications for our virtualization technolaglych as our end-user computing products and hybrid
cloud services, we expect that our data centaraligation products and related enhancements agihdes will constitute a majority of our revenuetfee
foreseeable future. Declines and variability in dechfor our data center virtualization productsldagccur as a result of:

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

« failure to timely execute and implement our pratdstrategy, for example, quality issues, intégraissues with ecosystem partners, and difficsiltie
in creating and marketing suites of interoperablat®ns;

» failure to release new or enhanced versions oflata center virtualization products on a timelyifiasr at all

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

e general economic conditiol

Also, as more and more businesses achieve thehmdtion of their data centers and other IT fuoiesi, the market for our VMware vSphere product
line may become saturated. If we fail to introdaoenpelling new features in future upgrades to oMm\are vSphere product line, develop new applica
for our virtualization technology or provide prodscites based on the VMware vSphere platformabdtess customer requirements for integration,
automation and management of their IT systems, ddrfa VMware vSphere may decline.
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Due to our product concentration, our businesapnfiial condition, results of operations, and cé&shis would therefore be adversely affected by a
decline in demand for our data center virtualizagooducts.

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

Over the last several years, we have introducedpreduct and technology initiatives that aim todege our virtualization infrastructure software
products into the emerging areas of cloud compudimdjend-user computing as alternatives to theigioming of physical computing resources.

One of VMware’s core strategies is to deliver tbftvgare-defined data center. In 2010, we introdubedfirst of our vCenter and vCloud products,
which we combined in 2011 with our vShield secupitgduct line to create our new Cloud Infrastruetand Management (“CIM”) Suite offering. In 2012,
we delivered the vCloud Suite, which delivers a poghensive suite for cloud computing in a singldJSKth simplified licensing.

In 2012, we acquired two companies that furtherbtiwdre’s SDDC strategy; Dynamic Ops, a providerlofid automation solutions that enable
provisioning and management of IT services acressrbgeneous environments, and Nicira, a develmfpssftware-defined networking and a leader in
network virtualization for open source initiativéis.2013, we acquired Virsto Software, a develagfesoftware that optimizes storage performance and
utilization in virtual environments.

We also continue to expand and enhance oumueerd€omputing offerings, such as VMware View, blodizon Suite, a solution that provides end u
with a single place to get access to their apps, alad desktops and gives IT a single managemesbtmto manage entitlements, policies and secunity
2012, we also acquired Wanova, a leading proviflartelligent desktop solutions that centralize aimdplify the management of physical desktop images
while enabling users to take advantage of the egterformance of a PC.

In the second quarter of 2013, we introduced obribdycloud service called vCloud Hybrid Servicelam@ Hybrid Service is designed to deliver a
public cloud as a service offering that is intemasée with our customergxisting VMware virtualized infrastructure, enalgliocustomers to extend the sa
skills, tools, networking and security models asrbeth on-premise and off-premise environments.

The expansion of our offerings to deliver the SDRAdress IT management and automation, and ouidhgloud offerings subjects us to additional
risks, such as the following:

e These initiatives may present new and difficulbtedlogical challenges. Significant investments Wélrequired to acquire and develop solutior
those challenges. End users may choose not to adopew product or service offerings and we mayible to recoup or realize a reasonable
return on our investments.

e Some of our new initiatives are hosted by tipiadties whom we do not control but whose failurgrevent service disruptions, or other failures or
breaches may require us to issue credits or refanthlemnify or otherwise be liable to customarshird parties for damages that may occur.
transition of our services from a third party hogtservice to our own data centers would also lemta@sk of service disruption during a transition.
We may be subject to claims if customers of theseice offerings experience service disruptionfadures, security breaches, data losses or other
quality issues.

e The success of these new offerings depends tingocooperation of hardware, software and clouditgsendors to ensure interoperability with
our products and offer compatible products andiseswto end users. If we are unable to obtain sooperation, it may be difficult and more co
for us to achieve functionality and service levbkst would make our new products and servicesditieato end users.

*  We will need to develop and implement approprigt-to-market strategies and train our sales forceder to effectively market offerings in
product categories in which we may have less e&pee than our competitors. Accordingly, end usewdcchoose competing products over ours,
even if such offerings are less advanced than ours.

e Ourincreasing focus on developing and markdfinghanagement and automation and laaS (includifigvare-defined networking and vCloud
Hybrid Services), offerings that enable customersansform their IT systems will require a grediteus on marketing and selling product suites
and more holistic solutions, rather than sellingaggroduct-by-product basis. Consequently, weneéd to develop new strategies for marketing
and selling our offerings, our customers’ purchgsiecisions may become more complex and requiréi@cil levels of approval and the duration
of sales cycles for our offerings may increase.

«  We will need to develop appropriate pricing t&gges for our new product initiatives. For examléas frequently been challenging for software
companies to derive significant revenue streans fopen source projects, such as certain of ourioffe. Additionally, in some cases our new
product initiatives are predicated on convertirgefand trial users to paying customers of the pnentiers of these services, and therefore we
maintain a sufficient conversion ratio for suchvéms to be profitable. Also, certain of our newghuct initiatives have a subscription
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model. We may not be able to accurately predicsstition renewal rates or their impact on reswaltg] because revenue is recognized for our
services over the term of the subscription, dowrgwar upturns in sales may not be immediately ceglin our results.

e The success of vCloud Hybrid Services will bpatedent on the final global implementation of tffering and building successful go-to-market
strategies. We will need to build sales expertis#iafrastructure to support the new offering. Thysrid cloud offering faces many of the risks
described here and may not be accepted by custometker, any focus on this market from the emg8ales team may reduce time spent on
selling the existing product portfolio that may kavmaterial negative impact on revenues.

e Our new products and services may compete Viféhiogs from companies who are members of our liges and technology partner ecosystem.
Consequently, we may find it more difficult to comte to work together productively on other progeeind the advantages we derive from our
ecosystem could diminish.

e The cloud computing and virtualized end-user potimg markets are in early stages of developn@iiter companies seeking to enter and develop
competing standards for the cloud computing masketh as Microsoft, IBM, Oracle, Google and Amazog the end-user computing market,
such as Citrix and Microsoft, have introduced @r ldeely to introduce their own initiatives that yneompete with or not be compatible with our
cloud and end-user computing initiatives which ddirhit the degree to which other vendors develagpcts and services around our offerings
and end users adopt our platforms.

« Emerging IT sectors, such as those within laa& frequently subject to a “first mover” effectrpuant to which certain product offerings can
rapidly capture a significant portion of marketighand developer attention. Therefore, if competiproduct offerings in these sectors gain broad
adoption before ours, it may be difficult for usdigplace such offerings regardless of the comjparéchnical merit, efficacy or cost of our
products.

Additionally, our newer initiatives may be less fitable than our established products, and we noaya successful enough in these newer activibi
recoup our investments in them. If any of thedesrisere to occur, it could damage our reputationit bur growth and negatively affect our operating
results.

Our recently launched vCloud Hybrid Service offegrrelies upon a number of third party providers fdata center space, equipment, maintenance and
other colocation services, and the loss of, or dehs with, one or more of these providers may imgpdéake growth of our vCloud Hybrid Service
offerings, adversely impact our plans to expand #ervice and damage our reputation.

We recently launched our vCloud Hybrid Service digervice offerings in 2013 in the United Stated announced plans to expand the services
globally. Our vCloud Hybrid Service offerings raipon third-party providers to supply data centexcep equipment maintenance and other colocation
services. While we have entered into various ageegsrfor the lease of data center space, equipmaintenance and other services, the third partjdcou
fail to live up to the contractual obligations untleose agreements. For example, a data centdotdnday fail to adequately maintain its facilities
provide an appropriate data center infrastructarevhich it is responsible. If that were to happeaur, ability to deliver services at levels accefgdb our
customers and at levels that we have agreed td deuimpaired. Additionally, if the third partidst we rely on do fail to deliver on their obligats, our
reputation could be damaged, our customers coakldonfidence in our company, and our ability tantaén and expand our vCloud Hybrid Service
offerings would be negatively impaired.

Ongoing uncertainty regarding global economic cotidns and the stability of regional financial marks may reduce information technology spending
below current expectations and therefore adversatpact our revenues, impede end-user adoption ofin@oducts and product upgrades, and adversely
impact our competitive position.

Our business depends on the overall demand fomivaftion technology and on the economic health ofcomrent and prospective customers. The
purchase of our products is often discretionaryraag involve a significant commitment of capitablasther resources. Weak economic conditions or
significant uncertainty regarding the stabilityfiofancial markets could adversely impact our bussnénancial condition and results of operatiana i
number of ways, including by lengthening sales eycaffecting the size of enterprise license agee¢sn(“ELAS”) that customers will commit to, redngi
the level of our non-ELA transactional sales, langprices for our products and services, reduamgsales and reducing the rate of adoption of our
products by new customers and the willingness oot customers to purchase upgrades to our exiptimducts. The ongoing sovereign debt crisis in
Europe threatens to suppress demand and our custaneess to credit in that region, which is apamant market for our products and services.
Additionally, in response to sustained economiceutainty, many national and local governments #natcurrent or prospective customers for our prtsduc
and services, including the U.S. federal governiri@nte also made, or announced plans to makefisatispending cutbacks which could reduce the
amount of government spending on IT and the patedémand for our products and services from theigoment sector. The residual impact of the
October 2013 shutdown of the U.S. federal goverrinmay also have a negative impact on demand fopmducts and revenue during the fourth quart
2013.
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Ongoing economic uncertainty has also resulteciregal and ongoing tightening in the credit marKetser levels of liquidity, increases in the raté
default and bankruptcy and significant volatilitythe credit, equity and fixed income markets. Assult, current or potential customers may be leniab
fund software purchases, which could cause thetelty, decrease or cancel purchases of our prododtservices. Even if customers are willing to
purchase our products and services, if they doreat our credit requirements, we may not be abtedord accounts receivable or unearned revenue or
recognize revenues from these customers until egve payment, which could adversely affect the @mof revenues we are able to recognize in a
particular period.

In addition, although we plan to continue makingtgtgic investments in our business, many of ompetitors have significantly greater financial,
technical and other resources than we do, an@ iétionomic recovery is anemic or not sustained, ey be better positioned to continue investment i
competitive technologies.

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

The virtualization, cloud computing, and end-usemputing markets are inter-related and rapidly @ngl. We experienced increased competition
during 2012 and expect it to remain intense in 2608 example, Microsoft continues to make incretaleimprovements to its virtual infrastructure and
virtual management products and is expected taselepdated versions of its Hyper V virtualizagioaduct. In September 2012, Microsoft began shippin
Windows Server 2012, which includes a more advaneesion of its Hyper-V virtualization product whicontinues its push into the virtualization mayket
and its System Center 2012 bundle of managemedtiptotargeted at legacy and virtual environmeMisrosoft also has cloud-based computing offerings
and recently announced laaS-like capabilities fandbws Azure. We also face competition from oth@mnpanies that have announced a number of new
product initiatives, alliances and consolidatiofoet. For example, Citrix Systems continues toagrde its end-user and server virtualization offggiand
now has a client hypervisor in the market. IBM, @lecand Amazon have existing cloud computing offgsiand announced new cloud computing
initiatives. Red Hat has released commercial vassaf Linux that have virtualization capabilitiesgart of the Linux kernel (“‘KVM”) and has also
announced plans for cloud computing products. Qtherpanies have indicated their intention to expaffetings of virtual management and cloud
computing solutions as well. Additionally, our higbcloud computing offering in which enterprisesopmternal and external IT resources running on a
common vSphere infrastructure competes with lowt-pablic cloud infrastructure offerings such as A&zma EC2 and Google Compute Engine. Enterprises
and service providers have also shown significaterést in building their own clouds based on apmurce projects such as OpenStack.

We believe that the key competitive factors inthiualization and cloud computing markets include:

< the level of reliability, security and new functadity of product offerings

< the ability to provide comprehensive and scalablet®ns, including management and security cafiegs;

< the ability to offer products that support multiplerdware platforms, operating systems, applicataord application development framewc
< the ability to deliver an intuitive end-user exignce for accessing data, applications and snfiom a wide variety of engser device:

< the ability to effectively run traditional IT appétions and emerging applicatic

< the proven track record of formulating and delimgra roadmap of virtualization and cloud computagabilities

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

e pricing of products, individually and in bundl

« the ability to attract and preserve a large nunab@pplication developers to develop to a giveudlecosyster

» the ability to create and maintain partnering opyaties with hardware vendors, infrastructure wafe vendors and cloud service provic
« the ability to develop robust indirect sales chasirenc

« the ability to attract and retain cloud, virtuatia and systems experts as key emplo

Existing and future competitors may introduce pudin the same markets we serve or intend to sancecompeting products may have better
performance, lower prices, better functionality &ndader acceptance than our products. Our corapetitay also add features to their virtualizateemd-
user and cloud computing products similar to fezguhat presently differentiate our product offgsifrom theirs. Many of our current or potential
competitors also have longer operating historiesatgr name recognition, larger customer basesigndicantly greater financial, technical, sales,
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marketing and other resources than we do. This etitign could result in increased pricing pressamd sales and marketing expenses, thereby mageriall
reducing our operating margins, could prevent @ products and services from gaining market aacegt, and harm our ability to increase, or cauge
lose, market share. Increased competition alsopreyent us from entering into or renewing servigst@acts on terms similar to those that we curyentl
offer and may cause the length of our sales cyciedrease. Some of our competitors and poteriapetitors supply a wide variety of products taj an
have well-established relationships with, our coir@nd prospective end users. For example, smaikium sized businesses and companies in emerging
markets that are evaluating the adoption of virtaélbn-based technologies and solutions may daettto consider Microsoft solutions because efrth
existing use of Windows and Office products. Sormihese competitors have in the past and may ifiufuee take advantage of their existing relatiopsh

to engage in business practices that make our ptethss attractive to our end users. Other cotgpetiave limited or denied support for their apgtiions
running in VMware virtualization environments. Thedistribution, licensing and support restricticas well as other business practices that may betex

in the future by our competitors, could materiathpact our prospects regardless of the merits opoaducts. In addition, competitors with existing
relationships with our current or prospective eadra could in the future integrate competitive tdjtees into their existing products and make them
available without additional charge. For exampledle provides free server virtualization softwistended to support Oracle and non-Oracle apptinati
and Microsoft offers its own server virtualizatisoftware packaged with its Windows Server produact @ffers builtin virtualization in the client version
Windows. As a result, existing VMware customers rakgct to use products that are perceived to lee*for “very low cost'instead of purchasing VMwe
products and services for certain applications eitieey do not believe that more advanced and rafaystbilities are required. Competitors may also
leverage open source technologies to offer zetovorcost products capable of putting pricing pressan our own product offerings. By engaging inhsuc
business practices, our competitors can diminishpegitive advantages we may possess by incentyyiiml users to choose products that lack somesof th
technical advantages of our own offerings. In addjteven if customers find our products to be mécdily superior, they may choose to employ a ‘iplét
vendor’ strategy, where they purposely deploy rpldtvendors in their environment in order to preary one vendor from gaining too much control over
their IT operations.

We also face potential competition from our parsn€ior example, third parties currently selling products could build and market their own
competing products and services or market compgtiaducts and services of other vendors. If weuaable to compete effectively, our growth and our
ability to sell products at profitable margins abble materially and adversely affected, which condéterially and adversely impact our financial dtod
and results of operations.

Industry alliances or consolidation may result imé¢reased competitior

Some of our competitors have made acquisitionseatetred into or extended partnerships or othetegfi@relationships to offer more comprehensive
virtualization and cloud computing solutions thhayt individually had offered. In 2012, Citrix Syste continued to invest in desktop virtualization
marketing by continuing its close collaborationtwiMicrosoft and acquired smaller players like Zésgand Virtual Computer. Moreover, information
technology companies are increasingly seeking ligeteop-to-bottom IT solutions to end users tbanbine enterprise-level hardware and software
solutions to provide an alternative to our virtaation platform. For example, in 2011, Oracle bitug market integrated hardware and software isisit
that utilized technologies from its 2010 acquisitaf Sun Microsystems, and Microsoft and Hewlettiad continued their collaboration based on
Microsoft's cloud computing and virtualization gtatms. In 2011, Citrix announced its acquisitionaud.com, which offers an laaS cloud services
solution, and Red Hat continued to invest in the®Wirtualization Alliance (“OVA”) to bolster KVM s.a direct competitor to VMware vSphere. In 2012,
Dell acquired Wyse Technologies to bolster itsighib serve the “cloud client” market and Quesetthance its management and automation solutions.
Software-defined networking is a new frontier, amany companies are active in this space. For exanmpR013, Cisco acquired Insieme, and Juniper
acquired Contrail Systems in late 2012. In June82Qtacle and Microsoft entered into a partnerghigsuant to which Oracle now supports the use of
Oracle products in Microsoft Hyper-V deploymentsiadl as Windows Azure. We expect these trendoitdicue as companies attempt to strengthen or
maintain their market positions in the evolvingwalization infrastructure and enterprise IT san$ industry. Many of the companies driving théent
have significantly greater financial, technical atlder resources than we do and may be betteligreesit to acquire and offer complementary products a
technologies. The companies and alliances resultimg these possible combinations may create mamgelling product and service offerings and be able
to offer greater pricing flexibility than we can wray engage in business practices that make it diffreult for us to compete effectively, includiran the
basis of price, sales and marketing programs (asghroviding greater incentives to our channelngaistto sell a competitor’s product), technology or
product functionality. This competition could reisnl a substantial loss of customers or a redugdtiaur revenues, which could materially and adeigrs
impact our financial condition and results of opierss.

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

The markets for our software solutions and laa&roffis are characterized by rapid technologicahgbs, changing customer needs, frequent new
software product introductions and evolving indystiandards. The introduction of third-party
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solutions embodying new technologies and the emergef new industry standards could make our exjsind future software solutions obsolete and
unmarketable. Cloud computing is proving to besaugitive technology that will alter the way thaslmesses consume, manage and provide physical IT
resources, applications, data and IT services. \Aenot be able to establish or sustain our tholggtttership in the cloud computing and enterprise
software fields, and our customers may not viewpryaducts and services as innovative and bestagehrwhich could result in a reduction in marketrsh
and our inability to command a pricing premium ogempetitor products. We may not be able to devefmated products that keep pace with
technological developments and emerging indusemydstrds and that address the increasingly sopdtisticieeds of our customers or that interoperate wi
new or updated operating systems and hardwareatewiccertify our products to work with these systeand devices. As a result, we may not be able to
accurately predict the lifecycle of our softwaréugions, and they may become obsolete before weivie¢he amount of revenues that we anticipate from
them. There is no assurance that any of our nesvinffs would be accepted in the marketplace. Sagmf reductions in server-related costs or theafs
more efficient infrastructure management softwan@l@ also affect demand for our software solutidksshardware and processors become more powerful,
we will have to adapt our product and service @ffis to take advantage of the increased capabilfier example, while the introduction of more pdule
servers presents an opportunity for us to provigteeb products for our customers, the migratioeesf/ers to microprocessors with an increasing numbe
multiple cores also allows an end user with a givember of licensed copies of our software to rplyltthe number of virtualization machines run per
server socket without having to purchase addititinoahses from us. If we are unable to revise olutins and offerings in response to new techrioldg
developments, our ability to retain or increasek®atshare and revenues in the virtualization safivmarket could be materially adversely affected.

Our operating results may fluctuate significantlyyhich makes our future results difficult to predi@nd may result in our operating results falling tmv
expectations or our guidance and cause the priceaof Class A common stock to decline.

Our operating results may fluctuate due to a waéfactors, many of which are outside of our cohtAs a result, comparing our operating resufts
period-to-period basis may not be meaningful. Cast pesults should not be relied upon as an inditaf our future performance. In addition, a sfigpaint
portion of our quarterly sales typically occursidgrthe last month of the quarter, which generadilects customer buying patterns for enterprise
technology. As a result, our quarterly operatirgutes are difficult to predict even in the neamelf our revenues or operating results fall betbes
expectations of investors or securities analystsetow any guidance we may provide to the marketprice of our Class A common stock would likely
decline substantially.

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

e general economic conditions in our domestic iaternational markets and the effect that theselitioms have on our customers’ capital budgets
and the availability of funding for software purebs;

» fluctuations in demand, adoption rates, sales eyatel pricing levels for our products and serv
e fluctuations in foreign currency exchange re
< changes in customersudgets for information technology purchases arttértiming of their purchasing decisic

< the timing of recognizing revenues in any gigerrter, which, as a result of software revenuegsition policies, can be affected by a number of
factors, including product announcements, betarprog and product promotions that can cause reveognition of certain orders to be defer
until future products to which customers are exdithecome available;

< the sale of our products and services in the tim@és we anticipate, including the number andaizeders in each quart

e our ability to develop, introduce and ship itiraely manner new products and services and enhaus that meet customer demand, certification
requirements and technical requirements;

e our ability to compete effectivel
« the introduction of new pricing and packaging medel our product offering
e the timing of the announcement or release of upgrad new products by us or by our competi

« our ability to maintain scalable internal syssefor reporting, order processing, license fulfiéimt, product delivery, purchasing, billing and gahe
accounting, among other functions;

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

« the increasing scale of our business and its effectur ability to maintain historical rates of gtb;
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e our ability to attract and retain highly skilled ployees, particularly those with relevant expereeimcsoftware development and se
* our ability to conform to emerging industry starataand to technological developments by our congustand customel
e renewal rates and the amounts of the renewalsliés&s original ELA terms expir

« the timing and amount of software developmeststhat may be capitalized beginning when teclyicdb feasibility has been established and
ending when the product is available for genelalase;

e unplanned events that could affect market peimepf the quality or costffectiveness of our products and solutions;
< the recoverability of benefits from goodwill andqa@ed intangible assets, and the potential impaitof these asse
Our current research and development efforts mayt peoduce significant revenues for several yeafsat all.

Developing our products is expensive. Our investrireresearch and development may not result irketable products or may result in products that
take longer to generate revenues, or may gen@sgedvenues, than we anticipate. Our researctesedopment expenses were over 20% of our total
revenues in the first nine months of 2013 and énfibcal year 2012. Our future plans include sigaift investments in software research and devedopm
and related product opportunities. We believe Wemust continue to dedicate a significant amofinégources to our research and development etforts
maintain our competitive position. However, we may receive significant revenues from these investsifor several years, if at all.

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

ELAs are comprehensive long-term license agreenteatgprovide for multi-year maintenance and supgnd constitute one-quarter to one-third of
our overall sales. These are generally largertsdesactions, typically driven by our direct sdtase and are primarily attractive to our largetegprise
customers.

Transactional sales, in contrast, tend to be smiallgcope, shorter in duration with a standardyesr maintenance term, and are principally drivgen
our sales channel partners. They represent twdsthir three-quarters of our overall sales.

During 2012, we expanded the sales of productsustech as our vCloud suite, that integrate advhn@nagement and automation features with our
vSphere cloud infrastructure platform and which@imarily sold through ELAs. We believe that ELAsIp us grow our business by building long-term
relationships with our enterprise customers.

In 2012, our overall sales growth rate declined pared to 2011, with the growth rate in transactigates lower than the growth rate in ELAs. In 2|
we are focusing our selling and marketing effostgriprove the growth rate of our transactional bess. As we develop and add new product capabitit
our higher-end product offerings, we may not beceasful in our strategy to increase the value ®ftfoducts sold through the transactional busingss.
may not be able to increase sales volumes in ansactional business or help attract new custotoersr product ecosystem with these enhanced ptoduc
features and capabilities.

If our overall go-to-markedtrategy is not successful, our growth rates majirdefurther, and our business, financial conditmd results of operatio
could be materially adversely affected.

Our sales cycles can be long and unpredictable, sales efforts require considerable time and experand timing of sales is subject to changing
purchasing behaviors of our customers. As a resolty sales are difficult to predict and may varylstantially from quarter to quarter, which may cae
our operating results to fluctuate significantly.

The timing of our revenues is difficult to predi€ur sales efforts involve educating our custoraéiaut the use and benefit of our products, inclyidin
their technical capabilities, potential cost sagihg an organization and advantages compared teriowst products offered by our competitors. Cust@m
typically undertake a significant evaluation practsat has in the past resulted in a lengthy sgiele which typically lasts several months, and sy a
year or longer. We spend substantial time, effodt @money on our sales efforts without any assur#imeteour efforts will produce any sales. In adutiti
product purchases are frequently subject to buctyedtraints, economic conditions, multiple appreyahd unplanned administrative, processing anef oth
delays. Moreover, the greater number of competélternatives, as well as announcements by our etitags that they intend to introduce competitive
alternatives at some point in the future, can leegtcustomer procurement cycles, cause us to sititonal time and resources to educate end osers
the advantages of our product offerings and defaglyrt sales. Economic downturns and uncertainyatso cause customers to add layers to theimiaker
purchase approval processes, adding further timestides cycle. These factors can have a particafsct on
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the timing and length of our ELA sales cycles andaverall sales during any particular fiscal pénpay have greater variability as a greater pomioour
sales is made utilizing ELAs.

Additionally, our quarterly sales have historicaléflected an uneven pattern in which a dispropoéatie percentage of a quarter’s total sales oocur i
the last month, weeks and days of each quarteilaBiyn our yearly sales have historically refleti@ disproportionate percentage of the year's $altse
fourth fiscal quarter. These patterns make pramiodf revenues, earnings and working capital fehdaancial period especially difficult and unaant and
increase the risk of unanticipated variations iraficial condition and results of operations. Wéebelthis uneven sales pattern is a result of niactprs
including the following:

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

» the fourth quarter influence of customers spenthiedr remaining capital budget authorization ptmnew budget constraints in the following yt
and

e seasonal influences, such as holiday or vacaticogs

If sales expected from specific customers for gi@dar quarter are not realized in that quarteatoall, our results could fall short of public expation:
and our business, financial condition and resdltgpperations could be materially adversely affected

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

Our success depends largely upon the continuessref our existing management. We are also sotiesig dependent on the continued service of
our key development personnel for product innovesind timely development and delivery of upgradesenhancements to our existing products. The
market for expert software developers upon whomeliehas become increasingly competitive. We gdiyeda not have employment or non-compete
agreements with our existing management or devedoppersonnel, and, therefore, they could termitregtie employment with us at any time without
penalty and could pursue employment opportunitiigis any of our competitors. Changes to managemahkay employees can also lead to additional
unplanned losses of key employees. The loss oEkgyloyees could seriously harm our ability to reéeaew products on a timely basis and could
significantly help our competitors.

Because competition for our target employees i®irge, we may not be able to attract and retain tiighly skilled employees we need to support
planned growth, and our compensation expenses nmydase

To execute on our strategy, we must continue tacitand retain highly qualified personnel. Contpmtifor these personnel is intense, especially for
senior sales executives and engineers with higkidenf experience in designing and developing sarféw\We may not be successful in attracting and
retaining qualified personnel. We have from timéiee in the past experienced, and we expect ttramnto experience in the future, difficulty irrinig
and retaining highly skilled employees with appiaf@ qualifications. Many of the companies with ghhive compete for experienced personnel have
greater resources than we have. Research and geeio personnel are also aggressively recruitestdryup and emerging growth companies, which are
especially active in many of the technical areabgepgraphic regions in which we conduct produgetigoment. In addition, in making employment
decisions, particularly in the high-technology ietty, job candidates often consider the value efstiock-based compensation they are to receive in
connection with their employment. Declines in tladue of our stock could adversely affect our apliiit attract or retain key employees and result in
increased employee compensation expenses. If W fitract new personnel or fail to retain andimaie our current personnel, our business andadutu
growth prospects could be severely harmed.

Our success depends upon our ability to develop pesducts and services, integrate acquired produatsl services and enhance our existing products
and services and develop appropriate business aizmy models.

If we are unable to develop new products and sesyintegrate acquired products and services, eetaard improve our products and support services
in a timely manner, or position or price our produend services to meet market demand, customegraiotduy new software licenses from us, update to
new versions of our software or renew product stippro addition, information technology standardsnfi both consortia and formal standards-setting
forums as well as de facto marketplace standardsagidly evolving. We cannot provide any assurdhaethe standards on which we choose to develop
new products will allow us to compete effectivety business opportunities in emerging areas suctoad computing.

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

* managing the length of the development cyclenéw products and product enhancements, whichregadntly been longer than we originally
expected,;
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« increasing complexity of our product offeringsvee introduce product suites such as our vClout Suhich can significantly increase the
development time and effort necessary to achiewéntieroperability of product suite components winilaintaining product quality;

e managing customergansitions to new products, which can result itagein their purchasing decisio

e adapting to emerging and evolving industry stanslarttl to technological developments by our conmgrstiind customel

e entering into new or unproven markets with whichhage limited experienc

< tailoring our business and pricing models appraeljeas we enter new markets and respond to cotivegbressures and technological char
< incorporating and integrating acquired products t@etinologies; ar

« developing or expanding efficient sales chan

In addition, if we cannot adapt our business motteleep pace with industry trends, our revenuetddoe negatively impacted. For example, if we
increase our adoption of subscription-based prioiaglels for our products, we may fail to set piicat levels appropriate to maintain our revenueasts
or our customers may choose to deploy products rentompetitors that they believe are priced nfiaverably. Additionally, we may fail to accurately
predict subscription renewal rates or their impactesults of operations, and because revenuedulrscriptions is recognized for our services olrer t
term of the subscription, downturns or upturnsales may not be immediately reflected in our resdis we offer more products that depend on comgert
users of free services to users of premium senandsas such services grow in size, our abilithé&intain or improve and to predict conversion ratiis
become more important.

Breaches of our cybersecurity systems could degradieability to conduct our business operations addliver products and services to our custome

delay our ability to recognize revenue, compromile integrity of our software products, result ingmificant data losses and the theft of our intetiial
property, damage our reputation, expose us to lidpito third parties, and require us to incur sigficant additional costs to maintain the securityf our
networks and data.

We increasingly depend upon our IT systems to condctually all of our business operations, ramgfrom our internal operations and product
development activities to our marketing and saffsste and communications with our customers anglri®ss partners. Unauthorized parties have attet
to penetrate our network security and our webSiteh cyberattacks threaten to misappropriate @mprigtary information and cause interruptions af Igu
services. Because the techniques used by unawgtigrersons to access or sabotage networks chageifitly and may not be recognized until launched
against a target, we may be unable to anticip&setbechniques. In addition, sophisticated hardaadeoperating system software and applicatiortsnba
produce or procure from third parties may contaifedts in design or manufacture, including “bugsd ather problems that could unexpectedly interfere
with the operation of the system. We have alsocwrted a number of our business functions to {éndy contractors, and our business operations also
depend, in part, on the success of our contracteva’cybersecurity measures. We use third paxigsdvide colocation services (i.e. data centerises)
for our hybrid cloud offering. Similarly, we relypon distributors, resellers, system vendors antésysintegrators to sell our products and our sales
operations depend, in part, on the reliabilitytafit cybersecurity measures. Additionally, we depepon our employees to appropriately handle
confidential data and deploy our IT resources fe aad secure fashion that does not expose ouoriesystems to security breaches and the losstaf da
Accordingly, if our cybersecurity systems and thoSeur contractors, partners and vendors failrtiget against unauthorized access, sophisticated
cyberattacks and the mishandling of data by ourl@yegs, contractors, partners and vendors, ouyatilconduct our business effectively could be
damaged in a number of ways, including:

e sensitive data regarding our business, includibglectual property and other proprietary data|ddoe stoler

e our electronic communications systems, includingail and other methods, could be disrupted, amclility to conduct our business operations
could be seriously damaged until such systems earediored and secured;

e our ability to process customer orders and edeatally deliver products and services could bgrdded, and our distribution channels could be
disrupted, resulting in delays in revenue recogniti

< defects and security vulnerabilities could bpleited or introduced into our software product®or hybrid cloud offering, thereby damaging the
reputation and perceived reliability and securitpuar products and services and potentially makiregdata systems of our customers vulnerable to
further data loss and cyberincidents; and

< personally identifiable data of our customers, eygés and business partners could be stolen ¢

Should any of the above events occur, we couldibgst to significant claims for liability from owustomers, regulatory actions from governmental
agencies, our ability to protect our intellectuadgerty rights could be compromised and our
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reputation and competitive position could be sigaiitly harmed. Also, the regulatory and contracaigéions, litigations, investigations, fines, pkies and
liabilities relating to data breaches that resulosses of personally identifiable or credit ceafdrmation of users of our services can be sigaiit in terms
of fines and reputational impact, and necessitaémges to our business operations that may beptilgeito us. Additionally, we could incur significa
costs in order to upgrade our cybersecurity systamsremediate damages. Consequently, our fingperfdrmance and results of operations could be
adversely affected.

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

Our products are highly technical and complex avttn deployed, have contained and may containsgriefects or security vulnerabilities. Some
errors in our products may only be discovered aftproduct has been installed and used by custodeyserrors, defects or security vulnerabilities
discovered in our products after commercial releasdd result in loss of revenues or delay in rexerecognition, loss of customers and increasedcger
and warranty cost, any of which could adverselga@fbur business, financial condition and resulisperations. Undiscovered vulnerabilities in our
products could expose them to hackers or otherupsious third parties who develop and deploy wgjsvorms, and other malicious software programs
that could attack our products. In the past, VMwzae been made aware of public postings by hackgrsrtions of our source code. It is possible that
released source code could expose unknown sesutitgrabilities in our products that could be exgld by hackers or others. Actual or perceived scu
vulnerabilities in our products could harm our riggion and lead some customers to return prodiecteduce or delay future purchases or use conygetit
products. End users, who rely on our products andces for the interoperability of enterprise sgsvand applications that are critical to theioinfation
systems, may have a greater sensitivity to proeluots and security vulnerabilities than custoni@rsoftware products generally. Any security blresc
could lead to interruptions, delays and data lossmotection concerns. In addition, we could feleéms for product liability, tort or breach of wanty,
including claims relating to changes to our produntide by our channel partners. Our contractsauiskomers contain provisions relating to warranty
disclaimers and liability limitations, which maytrize upheld, and customers and channel partnerseskyindemnification from us for their losses and
those of their customers. Defending a lawsuit, riigas of its merit, is costly and time-consuming anay divert management’s attention and adversely
affect the market's perception of us and our prtglua addition, if our business liability insur&ncoverage proves inadequate or future coverage is
unavailable on acceptable terms or at all, ourrass, financial condition and results of operatiomsgd be adversely impacted.

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

Revenues from customers outside the United Statepiised approximately 52.4% of our total revenneke first nine months ended September 30,
2013 and 51.6% in 2012 . We have sales, adminigraesearch and development and technical supposbnnel in numerous countries worldwide. We
expect to continue to add personnel in additionahtries. Additionally, our investment portfolioclndes investments in non-U.S. financial instruraertd
holdings in non-U.S. financial institutions, inclng European institutions. Our international opiera subject us to a variety of risks, including:

« the difficulty of managing and staffing interiwatal offices and the increased travel, infrasuitesiand legal compliance costs associated with
multiple international locations;

e increased exposure to foreign currency exchangerisk

- difficulties in enforcing contracts and collectiagcounts receivable, and longer payment cyclegciafy in emerging marke

- difficulties in delivering support, training andalonentation in certain foreign marki

- tariffs and trade barriers and other regulatorgantractual limitations on our ability to sell ogwklop our products in certain foreign mark
e economic or political instability and security cengs in countries that are important to our intéomal sales and operatio

e macroeconomic disruptions, such as monetary amtitanmses, that can threaten the stability of Iaoal regional financial institutions and decre
the value of our international investments;

« the overlap of different tax structures or charigaaternational tax law
< reduced protection for intellectual property righiteluding reduced protection from software piraoysome countrie

- difficulties in transferring funds from certain attties; an
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« difficulties in maintaining appropriate controldating to revenue recognition practic

Additionally, as we continue to expand our busirgiebally, we will need to maintain compliance widlgal and regulatory requirements covering the
foreign activities of U.S. corporations, such agak control requirements and the Foreign Corrupttces Act, as well as with local regulatory
requirements in non-U.S. jurisdictions. Our suceefisdepend, in large part, on our ability to aipiate and effectively manage these and other risks
associated with our international operations. Waeeka significant portion of our growth to occarforeign countries, which can add to the diffimstin
maintaining adequate management and compliancensgstnd internal controls over financial reportiaug increase challenges in managing an
organization operating in various countries.

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

If operating system and hardware vendors do not gerte with us or we are unable to obtain early ass to their new products, or access to cer
information about their new products to ensure thatir solutions interoperate with those products,rquroduct development efforts may be delayed or
foreclosed.

Our products interoperate with Windows, Linux ariteo operating systems and the hardware devicesroérous manufacturers. Developing products
that interoperate properly requires substantiatheaing, capital investment and employee resouaessell as the cooperation of the vendors andldpee
of the operating systems and hardware. Operatisigisyand hardware vendors may not provide us witly access to their technology and products, assis
us in these development efforts or share with btees any application programming interfacesA&is, formats or protocols we may need. If theyndb
provide us with the necessary early access, assesta proprietary technology on a timely basismay experience product development delays or be
unable to expand our products into other areash@extent that software or hardware vendors develoducts that compete with ours or those of our
controlling stockholder, EMC Corporation (“EMC"h¢y may have an incentive to withhold their coofiena decline to share access or sell to us their
proprietary APIs, protocols or formats, or engagpriactices to actively limit the functionality,ropatibility and certification of our products. Thetextent
that we enter into collaborations or joint devel@miand marketing arrangements with certain harehaad software vendors, vendors who compete with
our collaborative partners may similarly choosértut their cooperation with us. In addition, harake or operating system vendors may fail to cedify
support or continue to certify or support our pratdifor their systems. If any of the foregoing ascwur product development efforts may be delayed
foreclosed and our business and results of opesatitay be adversely affected.

We rely on distributors, resellers, system vendamsl systems integrators to sell our products, anadl failure to effectively develop, manage or preten
disruptions to our distribution channels and the gresses and procedures that support them could eauseduction in the number of end users of our
products.

Our future success is highly dependent upon maiinmigiiand increasing the number of our relationshiipls distributors, resellers, system vendors and
systems integrators. Because we rely on distrisutesellers, system vendors and systems integratermay have little or no contact with the ultiena
users of our products, thereby making it more dlitfi for us to establish brand awareness, ensogepdelivery and installation of our products yvemr
ongoing customer requirements, estimate end-useané and respond to evolving customer needs.

Recruiting and retaining qualified channel partreerd training them in the use of our technology prdluct offerings requires significant time and
resources. In order to develop and expand ouiilalisibn channel, we must continue to expand anddwgour processes and procedures that support our
channel, including our investment in systems aauhimg, and those processes and procedures magnbenoreasingly complex and difficult to manage.
The time and expense required for sales and magketganizations of our channel partners to bedamdiar with our product offerings, including our
new product developments, may make it more diffituintroduce those products to end users ang @gld-user adoption of our product offerings.

We generally do not have long-term contracts orimmirm purchase commitments with our distributorsehers, system vendors and systems
integrators, and our contracts with these chanarehprs do not prohibit them from offering produetservices that compete with ours. Our competitor
may be effective in providing incentives to exigtend potential channel partners to favor prodattair competitors or to prevent or reduce salesuof
products. Certain system vendors now offer competirtualization products preinstalled on theinsgrproducts. Additionally, our competitors could
attempt to require key distributors to enter intolesivity arrangements with them or otherwise ggpkir pricing or marketing leverage to discourage
distributors from offering our products. Accordipgbur channel partners may choose not to offepooducts exclusively or at all. Our failure to miain
and increase the number of relationships with cabpartners would likely lead to a loss of end ss#rour products which would result in us receaivin
lower revenues from our channel partners. Thremuioflistributors each accounted for 10% or moneweénues during the first nine months of 2013 . Our
agreements with distributors are typically termiedty either party upon 30 to 90 days’ prior writt@otice to the other party, and neither partydras
obligation to purchase or sell any products underagreements. While we believe that we have iceplar would have in
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place by the date of any such termination, agre&sneith replacement distributors sufficient to main our revenues from distribution, if we werddee
the distribution services of a significant distidy such loss could have a materially negativeaichjon our results of operations until such timavas
arrange to replace these distribution services thitrservices of existing or new distributors.

The concentration of our product sales among a Ited number of distributors and the weakness in dtadarkets increase our potential credit risk.
Additionally, weakness in credit markets could affehe ability of our distributors, resellers andistomers to comply with the terms of credit we pd=
in the ordinary course of business. Accordingly,afir distributors, resellers and customers finddifficult to obtain credit or comply with the termsf
their credit obligations, it could cause significafluctuations or declines in our product revenues.

Three of our distributors each accounted for 10%more of revenues during the first nine months@f2. We anticipate that sales of our products to a
limited number of distributors will continue to aeet for a significant portion of our total produevenues for the foreseeable future. The condéoriraf
product sales among certain distributors increasegotential credit risks. For example, approxeha#2.0% of our total accounts receivable as of
September 30, 2013 was from our three largesilaistrs. Some of our distributors may experiennaritial difficulties, which could adversely impacir
collection of accounts receivable. One or moréne§e distributors could delay payments or defaultredit extended to them. Our exposure to cresksr
of our distributors may increase if our distribst@and their customers are adversely affected dyagjlar regional economic conditions. Additionaliye
provide credit to distributors, resellers, and @earend-user customers in the normal course ofhbasi Credit is generally extended to new custobesed
upon a credit evaluation. Credit is extended tgteg customers based on ongoing credit evalugtimite payment history, and demonstrated financial
stability. We often allow distributors and custos&r purchase and receive shipments of produetsdass of their established credit limit. We arehla tc
recognize revenue from such shipments until thiectidn of those amounts becomes reasonably assamgdsignificant delay or default in the collectiof
significant accounts receivable could result inrameased need for us to obtain working capitahfiaher sources, possibly on worse terms than wiklco
have negotiated if we had established such workapgtal resources prior to such delays or defahy. significant default could result in a negatiwgact
on our results of operations and delay our abitityecognize revenue.

Our revenues, collection of accounts receivable dmhncial results may be adversely impacted bycfluation of foreign currency exchange rates.
Although foreign currency hedges can offset sometloé risk related to foreign currency fluctuationsye will continue to experience foreign curren
gains and losses in certain instances where it @& possible or cost effective to hedge our fore@nrency exposures

Our revenues and our collection of accounts rebédviaay be adversely impacted as a result of fatans in the exchange rates between the U.S.
Dollar and foreign currencies. For example, we hdis&ibutors in foreign countries that may incigher costs in periods when the value of the U.&ldb
strengthens against foreign currencies. One or widitgese distributors could delay payments orulefan credit extended to them as a result. Any
significant delay or default in the collection afsificant accounts receivable could result inmeréased need for us to obtain working capital fother
sources. If we determine that the amount of acsoredeivable that is uncollectible is greater thanestimates, we would recognize an increasedrdeat
expense, which would have a negative impact onasuits of operations. In addition, in periods whiemvalue of the U.S. Dollar strengthens, we megd
to offer additional discounts, reduce prices oepfither incentives to mitigate the negative efeectdemand.

We invoice and collect in certain non-U.S. Doll@andminated currencies, thereby conducting a podfaur revenue transactions in currencies other
than the U.S. Dollar. Although this program maywthte credit risk from our distributors during jpeis when the U.S. Dollar strengthens, it shiftsrikk
of currency fluctuations to us and may negativeipact our revenues, anticipated cash flows andadiaaresults due to fluctuations in foreign cuogn
exchange rates, particularly the Euro, the Briislund, the Japanese Yen and the Australian Dellative to the U.S. Dollar. While variability in epating
margin may be reduced due to invoicing in certdithe local currencies in which we also recognizgemses, increased exposure to foreign currency
fluctuations will introduce additional risk for vability in revenue-related components of our cdidsted financial statements.

We enter into foreign currency forward contractiealge a portion of our net outstanding monetasgtasand liabilities against movements in certain
foreign exchange rates. Although we expect thesgaimdl losses on our foreign currency forward cotgrep generally offset the majority of the gaing a
losses associated with the underlying foreigrnrency denominated assets and liabilities thahedge, our hedging transactions may not yieldehbalts we
expect. Additionally, we expect to continue to exgrece foreign currency gains and losses in ceitaitances where it is not possible or cost effedid
hedge our foreign currency exposures.

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

From time to time, we are involved in various legalministrative and regulatory proceedings, claiesnands and investigations relating to our
business, which may include claims with respegtai®nt, commercial, product liability,
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employment, class action, whistleblower and othattens. From time to time, we receive inquiriesrfrgovernment entities regarding the complianceuo
contracting and sales practices with applicablalegipns. Such matters can be time-consuming, timanagemens’ attention and resources and cause
incur significant expenses. While no formal legalgeedings that could have a material impact orfinancial condition or results of operations h&een
commenced, there can be no assurance that actibmeibe taken in the future. Furthermore, beedlitggation and the outcome of regulatory procagdi
are inherently unpredictable, it is possible thatlwusiness, financial condition or results of eiens could be negatively affected by an unfavierab
resolution of one or more of such proceedingsp@aidemands or investigations.

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

Our business is subject to federal, state andriatemal laws and regulations regarding privacy rudection of personal data. We collect contact an
other personal or identifying information from aurstomers. Additionally, in connection with someoaf new product initiatives, including the hybrid
cloud service offering, our customers may use evrises to store and process personal informatidnother user data. We post, on our websites, our
privacy policies and practices concerning our trestt of personal data. We also often include pyiv@ommitments in our contracts. Any failure by as t
comply with our posted privacy policies, other fedgstate or international privacy-related or daistection laws and regulations, or the privacy
commitments contained in our contracts could raayroceedings against us by governmental entitieghers, which could have a material adverseceff
on our business, financial condition and resultsperations. In addition, the increased attentimu$ed upon liability issues as a result of lavgsaitd
legislative proposals could harm our reputationtberwise impact the growth of our business.

It is possible that these laws and regulations beainterpreted and applied in a manner that isnsistent with our data practices. If so, in additio
the possibility of fines and penalties, a governtakorder requiring that we change our data prastaould result, which in turn could have a makeria
adverse effect on our business. Compliance with amocorder may involve significant costs or reqainanges in business practices that result in estiuc
revenue. Noncompliance could result in penaltiesggnposed on us or we could be ordered to ceasducting the noncompliant activity.

In addition to government regulation, privacy acs@cand industry groups or other third parties prpose new and different self-regulatory
standards that either legally or contractually gpplour customers or us. Any inability to adeqlyageldress privacy concerns, even if unfoundedpanply
with applicable privacy or data protection lawgukations and standards, could result in additionat and liability to us, damage our reputatieduce
sales and harm our business.

Additionally, our virtualization technology is usest cloud computing vendors, and we have expandeéhwolvement in the delivery and provision of
cloud computing through business alliances withowar providers of cloud computing services andveafe and expect to continue to do so in the future.
The application of U.S. and international data acivlaws to cloud computing vendors is uncertad, @ur existing contractual provisions may provedo
inadequate to protect us from claims for data twsegulatory noncompliance made against cloud caimg providers who we may partner with.
Accordingly, the failure to comply with data pratiea laws and regulations by our customers andnessi partners who provide cloud computing services
could have a material adverse effect on our busines

Since some of our products and services are weddbasr customers store their data (including pekdata) on our servers and our vendors’ servers.
Any systems failure or compromise of our secutigt results in the release of our customedaga could (i) subject us to substantial damagenslérom oul
customers, (ii) expose us to costly regulatory diaten, and (iii) harm our reputation and brance Way also need to expend significant resources to
protect against security breaches.

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

Our contracts with our customers may include unigue specialized performance requirements. Inquaati, our contracts with federal, state, local
non-U.S. governmental customers and our arrangemétit distributors and resellers who may sell aigeto governmental customers are subject to
various procurement regulations, contract provisiand other requirements relating to their formmtadministration and performance. Any failure sytal
comply with provisions in our customer contractsny violation of government contracting regulati@ould result in the imposition of various civilch
criminal penalties, which may include terminatidrcontracts, forfeiture of profits, suspension afyments and, in the case of our government cosfract
fines and suspension from future government cotiigc-urther, any negative publicity related t@ oustomer contracts or any proceedings surrounding
them, regardless of its accuracy, may damage ainéss and affect our ability to compete for newti@cts. From time to time, we receive inquiriesr
government entities regarding the compliance ofcamtracting and sales practices with applicabdelegions. While no formal legal proceedings thatld
have a material impact on our financial conditiomesults of operations have been commenced, tagrée no assurance that actions will not be
commenced in the future. If our customer contraotsterminated, if we are suspended from governmerk or fines or other government sanctions are
imposed, or if our ability to compete for new cats is adversely affected, our business, operatisiglts or financial condition could be adversfgcted
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If we are unable to protect our intellectual propgrrights, our competitive position could be harmedwe could be required to incur significar
expenses to enforce our rights.

We depend on our ability to protect our propriet@ghnology. We rely on trade secret, patent, dghyand trademark laws and confidentiality
agreements with employees and third parties, allfoth offer only limited protection. As such, dé@spur efforts, the steps we have taken to praiact
proprietary rights may not be adequate to preciagd@appropriation of our proprietary informationinfringement of our intellectual property rightsidaour
ability to police such misappropriation or infrimgent is uncertain, particularly in countries outsaf the United States. Further, with respect temta
rights, we do not know whether any of our pendiatgpt applications will result in the issuance atigmts or whether the examination process willirequ
us to narrow our claims. To the extent that add#lgatents are issued from our patent applicatwhigh are not certain, they may be contested,
circumvented or invalidated in the future. Moreqguhe rights granted under any issued patents roagrovide us with proprietary protection or
competitive advantages, and, as with any technologypetitors may be able to develop similar oresigp technologies to our own now or in the future.
addition, we rely on confidentiality or license agments with third parties in connection with these of our products and technology. There is no
guarantee that such parties will abide by the tevhssich agreements or that we will be able to adesdly enforce our rights, in part because we oaly
“click-wrap” and “shrink-wrap” licenses in some faaces.

Detecting and protecting against the unauthorizedad our products, technology and proprietarytagh expensive, difficult and, in some cases,
impossible. Litigation may be necessary in theriito enforce or defend our intellectual propeigits, to protect our trade secrets or to deterrtiige
validity and scope of the proprietary rights ofeth Such litigation could result in substantisdtsand diversion of management resources, eifivehnioh
could harm our business, financial condition aralilts of operations, and there is no guaranteeatbatould be successful. Furthermore, many of our
current and potential competitors have the ahititdedicate substantially greater resources t@ptiolg their technology or intellectual propertyhtis than
we do. Accordingly, despite our efforts, we may betable to prevent third parties from infringingon or misappropriating our intellectual properich
could result in a substantial loss of our marketrsh

We provide access to our hypervisor and other gel@ésource code to partners, which creates addaiaisk that our competitors could develop products
that are similar or better than ours.

Our success and ability to compete depend subsiignipon our internally developed technology, whig incorporated in the source code for our
products. We seek to protect the source code, meside, documentation and other information regatinour software, under trade secret and copyright
laws. However, we have chosen to provide accesartbypervisor and other selected source codevierakdozen of our partners for co-development, as
well as for open APIs, formats and protocols. THowug generally control access to our source codeotirer intellectual property, and enter into
confidentiality or license agreements with suchrmns, as well as with our employees and consuitéimis combination of procedural and contractual
safeguards may be insufficient to protect our trseterets and other rights to our technology. Ootegtive measures may be inadequate, especialiubec
we may not be able to prevent our partners, empkge consultants from violating any agreement&enses we may have in place or abusing theirsacce
granted to our source code. Improper disclosureserof our source code could help competitors devetoducts similar to or better than ours.

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

Companies in the software and technology industwes large numbers of patents, copyrights, tradkmand trade secrets and frequently enter into
litigation based on allegations of infringemenbtier violations of intellectual property righthi¥ risk may increase as the number of products and
competitors in our market increases and overlaparotn addition, as a well-known information teckogy company, we face a higher risk of being the
subject of intellectual property infringement clairdny claim of infringement by a third party, evame without merit, could cause us to incur sulighn
costs defending against the claim, and could distblar management from our business. Furthermguarts making such a claim, if successful, could
secure a judgment that requires us to pay substaamages. A judgment could also include an injonar other court order that could prevent usrfro
offering our products. In addition, we might beuizgd to seek a license for the use of such irdtlld property, which may not be available on
commercially reasonable terms or at all. Alterreltiywe may be required to develop non-infringiaghnology, which could require significant effonida
expense and may ultimately not be successful. Atlgese events could seriously harm our busingssating results and financial condition. Thirdtesr
may also assert infringement claims against outocusrs and channel partners. Any of these clairaklgequire us to initiate or defend potentially
protracted and costly litigation on their behatfyardless of the merits of these claims, becausgewerally indemnify our customers and channehgast
from claims of infringement of proprietary rightbthird parties in connection with the use of omngucts. If any of these claims succeed, we maptoed
to pay damages on behalf of our customers or chaaners, which could negatively affect our résoff operations.
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Our use of “open source” software in our productsald negatively affect our ability to sell our prodts and subject us to possible litigation.

A significant portion of the products, technolog@sservices acquired, licensed, developed or edféy us may incorporate so-called “open source”
software, and we may incorporate open source stétiméo other products in the future. Such opena®eoftware is generally licensed by its authors o
other third parties under open source licenseydit, for example, the GNU General Public Licerteke GNU Lesser General Public License, “Apache-
style” licenses, “BSD-style” licenses and othermpeurce licenses. We monitor our use of open saoftware in an effort to avoid subjecting our
products to conditions we do not intend. Althoughvelieve that we have complied with our obligagionder the various applicable licenses for open
source software that we use, there is little olegal precedent governing the interpretation of ynafrthe terms of most of these licenses, and foerdhe
potential impact of these terms on our businesstisewhat unknown and may result in unanticipatédations regarding our products and technologies.
For example, we may be subjected to certain candifiincluding requirements that we offer our paduhat use the open source software for no theat,
we make available source code for modificationdesivative works we create based upon incorporatisgng or distributing the open source software, o
that we license such modifications or derivativekgaunder the terms of the particular open soucemse. Any of these obligations could have an sgve
impact on our intellectual property rights and ahility to derive revenue from products incorpargtthe open source software.

If an author or other third party that distribugegch open source software were to allege that wenbacomplied with the conditions of one or mofe o
these licenses, we could be required to incur Bogmit legal expenses defending against such alewa Although we have received inquiries regagdin
open source license compliance for software usedimproducts, no formal legal proceedings thatldidave a material impact on our results of opereti
or financial condition have been filed. Howevegrthcan be no assurance that actions will notkentan the future. If our defenses were not sudaksse
could be subject to significant damages. We colsld lbe enjoined from the distribution of our protiuthat contained the open source software or be
required to modify our products in order to compiyh the conditions of the open source license{(g)uestion, either or both of which could disrup t
distribution and sale of some of our products.ddition, if we combine our proprietary software lwidpen source software in a certain manner, uraiees
open source licenses we could be required to eli@ssource code of our proprietary software, Wwhimuld substantially help our competitors develop
products that are similar to or better than ours.

In addition to risks related to license requirersensage of open source software exposes us tothiakdiffer from the use of third-party commetkcia
software because open source licensors generahipidorovide warranties or assurance of title articds on origin of the software. In addition, masfithe
risks associated with usage of open source softstarie as the lack of warranties or assurancefi@fdannot be eliminated, and could, if not proper
addressed, negatively affect our business. We éstablished processes to help address theseinskgling a review process for screening requests f
our development organizations for the use of opemce and conducting appropriate due diligencé®iuse of open source software in the products
developed by companies we acquire, but we canmstrerthat our processes are sufficient, all operncessoftware is submitted for approval prior te us
our products, or all open source software is disoed during due diligence.

We offer a number of products under open sourceelises that subject us to additional risks and ckalyjes, which could result in increased developmr
expenses, delays or disruptions to the releaseistridution of those software solutions, and incread competition.

Several of our product offerings are distributedemopen source licenses. Additionally, in July204e acquired Nicira whose expertise is in
software-defined networking and whose principaldpicis contain some open source software. Softvadiéians that are substantially or mostly based on
open source software subject us to a number of 68kl challenges:

< If open source software programmers, most ofrwhe do not employ, do not continue to develop @mttbnce open source technologies, our
development expenses could be increased and admgirelease and upgrade schedules could be delayed

* One of the characteristics of open source soévgathat anyone can modify the existing softwardevelop new software that competes with
existing open source software. As a result, cortipptcan develop without the degree of overheadlead time required by traditional proprietary
software companies. It is also possible for newmetitors with greater resources than ours to deviileir own open source solutions, potentially
reducing the demand for, and putting price pressar@ur solutions.

e ltis possible that a court could hold that libenses under which our open source products amnites are developed and licensed are not
enforceable or that someone could assert a claipréprietary rights in a program developed andtihisted under them. Any ruling by a court 1
these licenses are not enforceable, or that opgmeeseomponents of our product or services offarimgy not be liberally copied, modified or
distributed, may have the effect of preventingrosnfdistributing or developing all or a portionafr products or services. In addition,
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licensors of open source software employed in €ferings may, from time to time, modify the ternfsloeir license agreements in such a manner
that those license terms may no longer be compatitih other open source licenses in our offerimgsur end-user license agreement or terms of
service, and thus could, among other consequepEgent us from continuing to distribute the softeveode subject to the modified license or
terms of service.

e Actions to protect and maintain ownership anatic over our intellectual property could adveysaffect our standing in the open source
community, which in turn could limit our ability twontinue to rely on this community, upon which ave dependent, as a resource to help develop
and improve our open source products and services.

If we are unable to successfully address the atigdle of integrating offerings based upon open sot@chnology into our business, our ability to izm
revenues from such offerings will be negativelyeaféd and our development costs may increase.

Acquisitions could disrupt our business, cause ditun to our stockholders and harm our business, dimcial condition and results of operation

We have acquired in the past and plan to acquitieeriuture other businesses, products or techiedogor example, in 2012 we completed a number
of acquisitions, including acquisitions of Wanoizgnamic Ops and Nicira and in 2013, we completedaitquisition of Virsto Software. We may not be
able to find suitable acquisition candidates, aedway not be able to complete acquisitions on fMerterms, if at all. If we do complete acquisispwe
may not ultimately strengthen our competitive gosibr achieve our goals, or they may be viewedtiegly by customers, financial markets or investor

Acquisitions may disrupt our ongoing operationsedi management from day-to-day responsibilitiestgase our expenses, and adversely impact our
business, financial condition and results of openst An acquired business may not deliver the ebgokresults. For example, an acquisition may mahé!
our strategies or result in expected benefits, lvhiay include benefits relating to enhanced revenieehnology, human resources, cost savings, tipgra
efficiencies and other synergies. Acquisitions megduce our cash available for operations, stocriyase programs and other uses and could resuit in
increase in amortization expense related to idabté# intangible assets acquired, and result iemg@tlly dilutive issuances of equity securitiegtos
incurrence of debt.

Additionally there can be no assurance that weheilable to manage the integration of acquirednesses effectively or be able to retain and mativat
key personnel from these businesses. We may aieddftficulties due to the lack of experience invmaarkets, products or technologies or the initial
dependence on unfamiliar supply or distributiortqens. Other risks related to acquisitions incltideassumption of the liabilities of the acquiredibess,
including acquired litigation-related liabilitieand potential litigation arising from a proposeccompleted acquisition.

If our acquisitions do not meet our expectatiomsf our strategic focus subsequently changes, &g choose to abandon certain acquired product
and divest from acquired businesses. For examplignuary 2013, we announced a plan to streamlineperations that included a planned exit of ¢erta
lines of business, including SlideRocket and Shkawand in July 2013 we announced our divestiturBiwibra. It is generally difficult for an acquirey
completely recover the cost of an acquisition whicbubsequently divested. Accordingly, divestisup&acquired businesses and products may resudt in
taking charges for impairment of assets and goddavitl result in cash expenditures in connectidh tweadcount reductions.

In addition to the risks commonly encountered mdlequisition of a business as described abovejayealso experience risks relating to the
challenges and costs of closing a transactionhEgyrthe risks described above may be exacerbatadesult of managing multiple acquisitions attame
time. We also seek to invest in businesses sughraared financed companies and joint venturesdfiet complementary products, services or
technologies. These investments are accompanieidksysimilar to those encountered in an acquisitiba business. In addition, we do not controitiest
where we have a minority investment, and therefarenot ensure that these investments and joinusesiwvill make decisions that promote or are
complementary to our business strategy.

If our goodwill or amortizable intangible assets d@mme impaired we may be required to record a sigaifit charge to earnings

We may not realize all the economic benefit from aeqguisitions of other companies, which could lteisuan impairment of goodwill or intangibles.
During 2012, our goodwill balance increased by $illlion or 62% as a result of acquisitions mademlyithe year, primarily for Nicira. We review our
amortizable intangible assets for impairment whesnes or changes in circumstances indicate thgiogrvalue may not be recoverable. We test goodwill
for impairment at least annually. Factors that t@yonsidered a change in circumstances, indictitatghe carrying value of our goodwill or amaatite
intangible assets may not be recoverable, includiechne in stock price and market capitalizatiorash flows, reduced future cash flow estimated, a
slower growth rates in our industry. We may be nexglito record a significant charge in our finahstatements during the period in which any impainin
of our goodwill or amortizable intangible assetdésermined, negatively impacting our results aragions.
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If we fail to maintain an effective system of inteal controls, we may not be able to accurately refpaur financial results or prevent fraud. As a ref,
our stockholders could lose confidence in our fineial reporting, which could harm our business anblé trading price of our Class A common stock.

As we grow and evolve our business, and in ordeoioply with the requirements of Section 404 of $#a@banes-Oxley Act of 2002, we need to
maintain our processes and systems and adapt thelmamges in our business requirements and reguldtie may seek to automate certain processes to
improve efficiencies and better ensure ongoing diampe but such automation may itself disrupt éxgstnternal controls and introduce unintended
vulnerability to error or fraud. This continuoupess of maintaining and adapting our internalrodsand compliance with Section 404 is expensha a
time-consuming, and requires significant managerattantion. We cannot be certain that our intecoalrol measures will continue to provide adequate
control over our financial processes and reporing ensure compliance with Section 404. Furthernaseur business grows and changes and as we
expand through acquisitions of other companiesjrmaarnal controls may become more complex and Weaquire significantly more resources to ensure
our internal controls overall remain effective. &g to implement required new or improved controlsdifficulties encountered in their implementeat;
could harm our operating results or cause us todaneet our reporting obligations to our investdf we or our independent registered public antiog
firm identify material weaknesses, the disclosurthat fact, even if quickly remedied, could redtice market's confidence in our financial stateraemtd
harm our stock price. In addition, if we are unableontinue to comply with Section 404, our rmompliance could subject us to a variety of adniaive
sanctions, including the suspension or delistinguwfClass A common stock from the New York Stogktiange and the inability of registered broker-
dealers to make a market in our Class A commorkstaaich could reduce our stock price.

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

We rely on our information systems and those afitharties for processing customer orders, delie¢groducts, providing services and support to our
customers, billing and tracking our customers,lfuify contractual obligations and otherwise rurgimur business. Any disruption in our information
systems and those of the third parties upon whomelyecould have a significant impact on our busgén addition, we continuously work to enhance ou
information systems. The implementation of theges$yof enhancements is frequently disruptive tatigerlying business of an enterprise, which may
especially be the case for us due to the size amglexity of our business. Any disruptions relatingour systems enhancements, particularly any
disruptions impacting our operations during thelengentation period, could adversely affect our bess in a number of respects. Even if we do not
encounter these adverse effects, the implementatiirese enhancements may be much more costlytbamticipated. If we are unable to successfully
implement the information systems enhancementtaas@d, our financial condition, results of oparas and cash flows could be negatively impacted.

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

As a multinational corporation, we are subjeciimoime taxes as well as non-income based taxesasysdwyroll, sales, use, value-added, net worth,
property and goods and services taxes, in botbttied States and various foreign jurisdictionsr @amestic and international tax liabilities ardjsat to
the allocation of revenues and expenses in diffgueizdictions and the timing of recognizing reues and expenses. Additionally, the amount of ireom
taxes paid is subject to our interpretation of eyajle tax laws in the jurisdictions in which wiefand changes to tax laws. Significant judgmengdgiired
in determining our worldwide provision for inconaxes and other tax liabilities. From time to time, are subject to income and non-income tax audits.
While we believe we have complied with all applieaincome tax laws, there can be no assurancathaterning tax authority will not have a different
interpretation of the law and assess us with amttititaxes. Should we be assessed with additiaraét there could be a material adverse effection o
financial condition or results of operations.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, regulationatesr changing interpretation of existing laws or
regulations, the impact of accounting for stockdshsompensation, the impact of accounting for lessircombinations, changes in our international
organization, and changes in overall levels of inedefore tax. For example, the U.S. federal rebeanedit, which provided a significant reductionour
effective tax rate, expired on December 31, 20EinRatement of the U.S. federal research credildvoave a favorable effect on our effective tae.rén
January 2013, the United States Congress retrefctnacted an extension of the federal reseaeditchrough December 31, 2013. There can be no
assurance that the federal research credit wii{dbended or will not be reduced.

In addition, in the ordinary course of our globaklmess, there are many intercompany transactimhsalculations where the ultimate tax
determination is uncertain. Although we believet thar tax estimates are reasonable, we cannoteitisatrthe final determination of tax audits or tax
disputes will not be different from what is refledtin our historical income tax provisions and aats.

Additionally, our rate of taxation in foreign judistions is lower than the U.S. tax rate. Our in&ional income is primarily earned by our subsid&a
in Ireland, where the statutory tax rate is 12.8%income earned abroad, except for previoushethincome for U.S. tax purposes, is considered
indefinitely reinvested in our foreign operatiomslano provision
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for U.S. taxes has been provided with respect¢b sacome. If management determines these ovefseds are needed for our operations in the U.S., we
would be required to accrue U.S. taxes on thegélanhdistributed earnings in the period manageuhetermines the earnings will no longer be indedigit
invested outside the U.S. and to repatriate thasest

Our business is subject to the risks of earthquakié®, floods and other natural catastrophic evenguch as pandemics, and to interruption by man-
made problems, such as computer viruses, unantitddadisruptions in local infrastructure or terroris, which could result in delays or cancellations of
customer orders or the deployment of our products.

Our corporate headquarters are located in the &atiBco Bay Area, a region known for seismic atgthWA significant natural disaster, such as an
earthquake, fire, flood or other act of God, cdudae a material adverse impact on our businesmdial condition and results of operations. As we
continue to grow internationally, increasing amaunit our business will be located in foreign coigstthat may be more subject to political or social
instability that could disrupt operations. Furthere some of our new product initiatives and bussrfenctions are hosted and carried out by thirdgsa
that may be vulnerable to disruptions of thesessantany of which may be beyond our control. In &ddj our servers are vulnerable to computer veuse
break-ins and similar disruptions from unauthoritgadpering with our computer systems. Unanticipaiecuptions in services provided through localized
physical infrastructure, such as utility or teleeoomication outages, can curtail the functioningpefl offices as well as critical components of our
information systems, and adversely affect our ghiti process orders, provide services, resporddtomer requests and maintain local and globahbss
continuity. Natural disasters that affect the mantudre of IT products, such as the 2011 floodinghailand, can also delay customer spending on our
software, which is often coupled with customer pases of new servers and IT systems. Furthermatephterrorism or war could cause disruptionsun
or our customers’ business or the economy as aewhol disease pandemics could temporarily sidalsugstantial part of our or our customers’
workforce at any particular time. To the extent thach disruptions result in delays or cancellatiohcustomer orders, or the deployment or avditglif
our products and services, our revenues would bersely affected. Additionally, we may incur sigo#int costs to repair damages to our facilities,
equipment and infrastructure.

Changes in accounting principles and guidance, teetr interpretation, could result in unfavorable @ounting charges or effects, including changes to
our previously-filed financial statements, which glal cause our stock price to decline.

We prepare our consolidated financial statemenéggdordance with accounting principles generalbepted in the United States of America. These
principles are subject to interpretation by the S8@ various bodies formed to interpret and crapfgopriate accounting principles and guidance. A
change in these principles or guidance, or in tinédrpretations, may have a significant effecbon reported results and retroactively affect prasly
reported results.

Risks Related to Our Relationship with EMC
As long as EMC controls us, other holders of ourd8k A common stock will have limited ability to iménce matters requiring stockholder approvi

As of September 30, 2013 , EMC owned 43,025,008esha our Class A common stock and all 300,0008G0es of our Class B common stock,
representing 79.7% of the total outstanding shaffeesmmon stock or 97.2% of the voting power ofstaihding common stock. The holders of our Class A
common stock and our Class B common stock havei@@émnights, preferences and privileges excephwéspect to voting and conversion rights, the
election of directors, certain actions that reqthieeconsent of holders of Class B common stockoginelr protective provisions as set forth in outifieate
of incorporation. Holders of our Class B commorcktare entitled to 10 votes per share of ClassrBnaon stock on all matters except for the electibn o
our Group Il directors, in which case they arettadito one vote per share, and the holders otass A common stock are entitled to one vote pareso
Class A common stock. The holders of Class B comstock, voting separately as a class, are entitledect 80% of the total number of directors on ou
board of directors that we would have if there wawesacancies on our board of directors at the.tithese are our Group | directors. Subject to @giyts
of any series of preferred stock to elect diregtthrs holders of Class A common stock and the msldeClass B common stock, voting together asiglsi
class, are entitled to elect our remaining direstathich at no time will be less than one direator-Group Il director(s). Accordingly, the holdefsour
Class B common stock currently are entitled toteBeaf our 9 directors.

If EMC transfers shares of our Class B common stockny party other than a successor-in-intereatsubsidiary of EMC prior to a distribution to its
stockholders under Section 355 of the Internal RegeCode of 1986, as amended (a “355 distributjdhtyse shares will automatically convert into Cla
common stock. Additionally, if, prior to a 355 dibution, EMC’s ownership falls below 20% of the outstanding efiaf our common stock, all outstanc
shares of Class B common stock will automaticatlgnvert to Class A common stock. Following a 35%ritiation, shares of Class B common stock may
convert to Class A common stock if such conversapproved by VMware stockholders after the 3Sdrifliution. For so long as EMC or its successor-in-
interest beneficially owns shares of our commouglstepresenting at least a majority of the votdgled to be cast by the holders of outstandingnept
stock, EMC will be able to elect all of the membefsur board of directors.
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In addition, until such time as EMC or its succedreinterest beneficially owns shares of our comnstock representing less than a majority of the
votes entitled to be cast by the holders of outtanvoting stock, EMC will have the ability to ®ktockholder action without the vote of any other
stockholder and without having to call a stockholdeeting, and holders of our Class A common staitiknot be able to affect the outcome of any
stockholder vote during this period. As a resuM@Ewill have the ability to control all matters affting us, including:

< the composition of our board of directors and, tigtoour board of directors, any determination witbpect to our business plans and poli
e any determinations with respect to mergers, adipisi and other business combinati

e our acquisition or disposition of ass

e our financing activitie

e certain changes to our certificate of incorporg

e changes to the agreements we entered into in cbonedth our transition to becoming a public comp;

e corporate opportunities that may be suitable foang EMC

« determinations with respect to enforcement of g may have against third parties, including watpect to intellectual property rigt

e the payment of dividends on our common stock

» the number of shares available for issuance unglestock plans for our prospective and existing leyges

Our certificate of incorporation and the mastensection agreement entered into between us and iBM@nhnection with our initial public offering
(“IPO™) also contain provisions that require thatlang as EMC beneficially owns at least 20% orerafrthe outstanding shares of our common stoek, th
prior affirmative vote or written consent of EMQr (s successor-in-interest) as the holder of tlees€£B common stock is required (subject in eask ta
certain exceptions) in order to authorize us to:

e consolidate or merge with any other en

e acquire the stock or assets of another entity @egx of $100 millior

e issue any stock or securities except to our sudosidi or pursuant to our employee benefit p
e establish the aggregate annual amount of shar@saydssue in equity awart

« dissolve, liquidate or wind us t

» declare dividends on our sto

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

e amend, terminate or adopt any provision inconsisigth certain provisions of our certificate of orporation or bylaw:

If EMC does not provide any requisite consent aithgaus to conduct such activities when requestedwill not be able to conduct such activities and,
as a result, our business and our operating rasalysbe harmed. EM&'voting control and its additional rights descdladove may discourage transact
involving a change of control of us, including tsactions in which holders of our Class A commouglstoight otherwise receive a premium for their slar
over the then-current market price. EMC is not fisivd from selling a controlling interest in usadhird party and may do so without the appro¥ahe
holders of our Class A common stock and withouvjaling for a purchase of any shares of Class A comstock held by persons other than EMC.
Accordingly, shares of Class A common stock mawbgh less than they would be if EMC did not maiimteoting control over us or if EMC did not have
the additional rights described above.

In the event EMC is acquired or otherwise undergoelsange of control, any acquirer or successdtwibentitled to exercise the voting control and
contractual rights of EMC, and may do so in a marim&t could vary significantly from EMC'’s historractice.

By becoming a stockholder in our company, holdésuo Class A common stock are deemed to haveeofiend have consented to the provisions of
our certificate of incorporation and the mastensection agreement with respect to the limitatibias are described above.
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Our business and that of EMC overlap, and EMC maynepete with us, which could reduce our market share

EMC and we are both IT infrastructure companiewiding products related to storage management,-bpcklisaster recovery, security, system
management and automation, provisioning and resauenagement. There can be no assurance that EM@téngage in increased competition with us
in the future. In addition, the intellectual projyesigreement that we have entered into with EM@idess EMC the ability to use our source code and
intellectual property, which, subject to limitatgrit may use to produce certain products that etengith ours. EMC's rights in this regard exteadts
majority-owned subsidiaries, which could includimjorentures where EMC holds a majority positiod ane or more of our competitors hold minority
positions.

EMC could assert control over us in a manner whamlld impede our growth or our ability to enter nearkets or otherwise adversely affect our
business. Further, EMC could utilize its controkous to cause us to take or refrain from takimgage actions, including entering into relationshipith
channel, technology and other marketing partnefereing our intellectual property rights or punmsgibusiness combinations, other corporate oppdigsni
or product development initiatives that could adedr affect our competitive position, including mampetitive position relative to that of EMC in rkets
where we compete with them. In addition, EMC mamgaignificant partnerships with certain of oumgetitors, including Microsoft.

EMC'’s competition in certain markets may affect ouridity to build and maintain partnerships.

Our existing and potential partner relationshipy e affected by our relationship with EMC. We partwith a number of companies that compete
with EMC in certain markets in which EMC participat EMC’s majority ownership in us might affect ability to effectively partner with these
companies. These companies may favor our compehtrause of our relationship with EMC.

EMC competes with certain of our significant chdntechnology and other marketing partners, ineigdBM and Hewlett-Packard. Pursuant to our
certificate of incorporation and other agreemehmds tve have with EMC, EMC may have the abilityrtgpact our relationship with those of our partnaet
compete with EMC, which could have a material aggeaffect on our results of operations or our it pursue opportunities which may otherwise be
available to us.

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

In April 2013, we contributed technology and trametd employees to Pivotal, a subsidiary of EM@ldished to focus on Big Data and Cloud
Application Platforms. Pivotal is led by Paul Mariits Chief Executive Officer and our former Chiefecutive Officer, and includes most employees and
resources formerly working within EMC’s GreenplundaPivotal Labs organizations, and our vFabricl{iding Spring and Gemfire), Cloud Foundry and
Cetas organizations, as well as related efforistBi's ability to operate successfully will reqelimmong other factors:

» successfully integrating technology from both ud BMC;

e creating offerings for which there is suitable dechan the marketplac

« developing an effective go-toarket strateg’

< successfully competing and differentiating its affgs from those of its competitors; ¢
e having access to adequate financial resourcestbifs operation

In the event that Pivotal is unable to operate ssgftilly, we may be asked to contribute capitadweses to Pivotal or accept dilution in our owngrsh
interest, and we may be unable to realize any Vatue the technology and resources that we cortiibto Pivotal.

In order to preserve the ability for EMC to distnitbe its shares of our Class B common stock on &-free basis, we may be prevented from pursuing
opportunities to raise capital, to effectuate acsitions or to provide equity incentives to our empées, which could hurt our ability to grow.

Beneficial ownership of at least 80% of the totaing power is required in order for EMC to affectax-free spin-off of VMware or certain other tax-
free transactions. We have agreed that for sodsngMC or its successor-in-interest continues to greater than 50% of the voting control of our
outstanding common stock, we will not knowinglydatdr fail to take any action that could reasondiglyexpected to preclude EMC's or its successor-in-
interest’s ability to undertake a tax-free spin-@ftiditionally, under our certificate of incorpai@t and the master transaction agreement we eniteied
with EMC, we must obtain the consent of EMC orsitscessor-in-interest, as the holder of our ClassrBmon stock, to issue stock or other VMware
securities, except pursuant to employee benefitgp|provided that we obtain Class B common stoaldrahpproval of the aggregate annual number of
shares to be granted under such plans), which @aulge us to forgo capital raising or acquisitippartunities that would otherwise be availablegoAs a
result, we may be precluded from pursuing certainwgh initiatives.
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Third parties may seek to hold us responsible fiabilities of EMC, which could result in a decrease our income.

Third parties may seek to hold us responsible fdCEs liabilities. Under our master transaction agnent with EMC, EMC will indemnify us for
claims and losses relating to liabilities relatedEMC’s business and not related to our businessgier, if those liabilities are significant and are
ultimately held liable for them, we cannot be ciarthat we will be able to recover the full amoohbur losses from EMC.

Although we have entered into a tax sharing agrearheith EMC under which our tax liabilities effectiely will be determined as if we were not part
any consolidated, combined or unitary tax group®MC Corporation or its subsidiaries, we nonethelessuld be held liable for the tax liabilities of
other members of these groups.

We have historically been included in EMC’s condated group for U.S. federal income tax purposesyell as in certain consolidated, combined or
unitary groups that include EMC Corporation or airiof its subsidiaries for state and local incdmepurposes. Pursuant to our tax sharing agreewitr
EMC, we and EMC generally will make payments toheaihier such that, with respect to tax returnsafor taxable period in which we or any of our
subsidiaries are included in EMC'’s consolidatedugrfor U.S. federal income tax purposes or anyratbasolidated, combined or unitary group of EMC
Corporation or its subsidiaries, the amount of $aeebe paid by us will be determined, subjecteidaén adjustments, as if we and each of our sigrgg
included in such consolidated, combined or unitaoup filed our own consolidated, combined or ugitax return.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes since ouuiaittpn by EMC, and expect to continue to be
included in such consolidated group for periodaliich EMC owns at least 80% of the total voting powand value of our outstanding stock. Each member
of a consolidated group during any part of a cadatéd return year is jointly and severally liafdetax on the consolidated return of such yearfanany
subsequently determined deficiency thereon. Sityjlar some jurisdictions, each member of a comsdéd, combined or unitary group for state, local o
foreign income tax purposes is jointly and sevgrdble for the state, local or foreign income tiambility of each other member of the consolidated
combined or unitary group. Accordingly, for any ipérin which we are included in the EMC consolidaggoup for U.S. federal income tax purposes ol
other consolidated, combined or unitary group ofE&E®orporation and/or its subsidiaries, we couldiddge in the event that any income tax liabilitasv
incurred, but not discharged, by any other membang such group.

Any inability to resolve favorably any disputes tharise between us and EMC with respect to our pastl ongoing relationships may result in
significant reduction of our revenues and earnings.

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

e labor, tax, employee benefit, indemnification atigeo matters arising from our separation from E

e our reseller arrangements with EN

« employee retention and recruiti

e business combinations involving

e our ability to engage in activities with certairacimel, technology or other marketing partr

e sales or dispositions by EMC of all or any portafrits ownership interest in t

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

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

e business opportunities that may be attractive tb BE&C and us; ar
» product or technology development or marketingvétids or customer agreements which may requiretmsent of EM(

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

The agreements we enter into with EMC may be antenden agreement between the parties. While wearkolled by EMC, we may not have the
leverage to negotiate amendments to these agresmesuired on terms as favorable to us as thaswould negotiate with an unaffiliated third party
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Our CEO and some of our directors own EMC commongk or equity awards to acquire EMC common stochgdasome of our directors hold
management positions with EMC, which could causenfiiwts of interests that result in our not actingn opportunities we otherwise may have.

Our CEO and some of our directors own EMC commoaoksbr equity awards to purchase EMC common stioc&ddition, some of our directors are
executive officers or directors of EMC, and EMC lze sole holder of our Class B common stock, fitled to elect 8 of our 9 directors. OwnershigEdfiC
common stock, restricted shares of EMC common sanckequity awards to purchase EMC common stoaubylirectors and the presence of executive
officers or directors of EMC on our board of distcould create, or appear to create, conflictatefest with respect to matters involving botrans
EMC that could have different implications for EMI@an they do for us. Provisions of our certificaténcorporation and the master transaction agreéme
between EMC and us address corporate opportutfiggsire presented to our directors or officers @@ also directors or officers of EMC. There bamo
assurance that the provisions in our certificatmodrporation or the master transaction agreemvéhadequately address potential conflicts of iett or
that potential conflicts of interest will be resetl/Zin our favor, or that we will be able to takeactage of corporate opportunities presented tiwishehls
who are officers or directors of both us and EMG.a&result, we may be precluded from pursuing itegi@wth initiatives.

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

So long as EMC beneficially owns shares of our comistock representing at least a majority of theventitled to be cast by the holders of
outstanding voting stock, EMC can effectively cohtind direct our board of directors. Further, ititerests of EMC and our other stockholders may
diverge. Under these circumstances, persons whbtmigerwise accept our invitation to join our lbaf directors may decline.

We are a “controlled company” within the meaning tie New York Stock Exchange rules and, as a resaitt relying on exemptions from certain
corporate governance requirements that provide paiton to stockholders of companies that are nobttrolled companies.”

EMC owns more than 50% of the total voting poweowf common stock and, as a result, we are a “aliedtrcompany” under the New York Stock
Exchange corporate governance standards. As asolledtcompany, we are exempt under the New YorklSExchange standards from the obligation to
comply with certain New York Stock Exchange corpergovernance requirements, including the requingése

e that a majority of our board of directors consaftindependent directo

» that we have a corporate governance and nomgmeatmmittee that is composed entirely of indepanhdiectors with a written charter addressing
the committee’s purpose and responsibilities;

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

« for an annual performance evaluation of the normigatnd governance committee and compensation cthe@

While we have voluntarily caused our Compensatimh @orporate Governance Committee to currentlydmeposed entirely of independent directors
in compliance with the requirements of the New Y8thck Exchange, we are not required to maintarirtdependent composition of the committee. As a
result of our use of the “controlled compamgemptions, holders of our Class A common stocknait have the same protection afforded to stoakdrsl o
companies that are subject to all of the New Yddck Exchange corporate governance requirements.

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

The financial information covering the periods urdiéd in this Quarterly Report on Form 10-Q doesnegessarily reflect what our financial condition,
results of operations or cash flows would have beghwe been a completely independent entity duhinge periods. In certain geographic regions where
we do not have an established legal entity, weraohtvith EMC subsidiaries for support services BMIC personnel who are managed by us. The costs
incurred by EMC on our behalf related to these eyg®s are passed on to us and we are charged aumartended to approximate costs that would have
been charged had we contracted for such servidbsawiunrelated third party. These costs are irdugs expenses in our consolidated statements of
income. Additionally, we and EMC engage in intergamy transactions, including agreements regartiegise of EMC’s and our intellectual property and
real estate, agreements regarding the sale of goatiservices to one another and to Pivotal, arayegement for EMC to resell our products and sesvi
to third party customers. Accordingly, our histatiinancial information is not necessarily indigatof what our financial condition, results of ogions o
cash flows will be in the future if and when we tant at arm’s length with independent third parfier the services we have received and curreatgive
from EMC. In the three and nine months ended Septerd0, 2013 , we recognized revenues of $54 mibiind $177 million , respectively and as of
September 30, 2013 , $201 million of revenues werkeided in unearned
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revenues from such transactions with EMC. For &l information, see “Management’s Discussion Andlysis of Financial Condition and Results of
Operations” and our consolidated financial statesand notes thereto.

Risks Related to Owning Our Class A Common Stock
The price of our Class A common stock has fluctudtsubstantially in recent years and may fluctuatgbstantially in the future.

The trading price of our Class A common stock hastfiated significantly since our IPO in August 2080or example, between January 1, 2012 and
September 30, 2013, the closing trading price of@lass A common stock was very volatile, rangiegheen $65.53 and $114.62 per share. Our trading
price could fluctuate substantially in the futureedo the factors discussed in this Risk FactaB@seand elsewhere in this Quarterly Report omFt0-Q.

Substantial amounts of Class A common stock ame inebur employees, EMC and Cisco, and all of tieres of our Class B common stock, which
may be converted to Class A common stock upon stapie¢he holder, are held by EMC. Shares of Chasemmon stock held by EMC (including shares
of Class A common stock that might be issued uperconversion of Class B common stock) are elidilnlesale subject to the volume, manner of sale and
other restrictions of Rule 144 of the Securitie$ #fc1933, as amended (the “Securities Act”), whadlbws the holder to sell up to the greater of dRéur
outstanding Class A common stock or our four-weaekage weekly trading volume during any three-maguahod and following the expiration of their
contractual restrictions. Additionally, EMC possessegistration rights with respect to the shafegiocommon stock that it holds. If EMC chooses to
exercise such rights, its sale of the shares tieategistered would not be subject to the Ruleli#ations. If a significant amount of the shatkat
become eligible for resale enter the public tradiragkets in a short period of time, the marketga€our Class A common stock may decline.

Additionally, broad market and industry factors nigagrease the market price of our Class A comnawkstegardless of our actual operating
performance. The stock market in general and tdoggaompanies in particular have often experiered@deme price and volume fluctuations. In addition
in the past, following periods of volatility in threverall market and the market price of a compsusgcurities, securities class action litigatios bfien bee
instituted, including against us, and, if not resdl swiftly, can result in substantial costs amtiversion of management'’s attention and resources.

If securities or industry analysts change their mmmendations regarding our stock adversely, ourcktprice and trading volume could declin

The trading market for our Class A common stodkfisienced by the research and reports that indastsecurities analysts publish about us, our
business, our market or our competitors. If anthefanalysts who cover us change their recommendegtgarding our stock adversely, or provide more
favorable relative recommendations about our coigpst our stock price would likely decline.

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

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

» the division of our board of directors into tareasses, with each class serving for a stagderee-year term, which prevents stockholders from
electing an entirely new board of directors at angual meeting;

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

« following a 355 distribution of Class B commdnck by EMC to its stockholders, the restrictioatth beneficial owner of 10% or more of our
Class B common stock may not vote in any electiodirectors unless such person or group also owleaat an equivalent percentage of Class A
common stock or obtains approval of our board afalors prior to acquiring beneficial ownershipabfeast 5% of Class B common stock;

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

« the requirement for advance notice for nominegifor election to the board of directors or fasgsing matters that can be acted upon at a
stockholders’ meeting;

< the ability of the board of directors to issue,heilit stockholder approval, up to 100,000,000 shafreseferred stock with terms set by the boar
directors, which rights could be senior to thosemhmon stock; and

* inthe event that EMC or its successor-in-irger® longer owns shares of our common stock reptis at least a majority of the votes entitled to
be cast in the election of directors, stockholdeay not act by written consent and may not caltigpeneetings of the stockholders.
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Until such time as EMC or its successor-in-integestses to beneficially own 20% or more of thetantiing shares of our common stock, the
affirmative vote or written consent of the holdefs majority of the outstanding shares of the €Bgommon stock will be required to:

e amend certain provisions of our bylaws or certificaf incorporatior

« make certain acquisitions or dispositic

e declare dividends, or undertake a recapitalizatioiquidation

e adopt any stockholder rights plan, “poison pilf"other similar arrangeme

e approve any transactions that would involve ag®ae consolidation, restructuring, sale of sultsadip all of our assets or any of our subsidiaes
otherwise result in any person or entity obtairgngtrol of us or any of our subsidiaries; or

¢ undertake certain other actic

In addition, we have elected to apply the provisiohSection 203 of the Delaware General Corpandtew. These provisions may prohibit large
stockholders, in particular those owning 15% orenafrour outstanding voting stock, from merginggombining with us. These provisions in our ceréfg
of incorporation and bylaws and under Delawaredawld discourage potential takeover attempts anttia@duce the price that investors might be wgllin
to pay for shares of our common stock.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
e (a) Sales of Unregistered Securi
None.
* (b) Use of Proceeds from Public Offering of Commaouck
None.
e (c) Purchases of Equity Securities by the IssuerAdfiliated Purchasel
Purchases of equity securities during the threetnsoended September 30, 2013 :

Approximate Dollar
Value of Shares That May Yet

Total Number of Shares Be Purchased Under the
Purchased as Part of Publicly Publicly Announced Plans
Total Number of Shares Average Price Paid Per Announced Plans or Programs or Programs
Purchased (1) Share (1) 4) 2)(3)(4)

July 1 — July 31, 2013 863,73! $ 68.4¢ 863,73! $ 107,024,87
August 1 — August 31, 2013 106,30( 83.9i 106,30( 798,098,65
September 1 — September 30, 2013 258,45. 86.5¢ 258,45: 775,722,92
1,228,48 73.61 1,228,48 775,722,92

(1) Includes no shares repurchased by EMC in oparket transactions. In 2010, EMC announced a giaothase program of VMwaeClass A commc
stock to maintain its approximate level of ownepshi VMware over the long term. Inclusion of EM@srchases in the above table does not indicate
that EMC is deemed to be an “affiliated purchaseéth respect to the VMware stock repurchase progtetussed in the following footnote. Shares
purchased by EMC remain issued and outstanding.

(2) In November 2012, VMware’s Board of Directaxgthorized the repurchase of up to $250 millioWkfware’s Class A common stock through the end
of 2014 . In August 2013, VMware's Board of Dirert@uthorized the repurchase of up to an additi®@@0 million of VMware’s Class A common
stock through the end of 2015 . VMware’s Class Aown stock has been, and may in the future behpsed pursuant to our stock repurchase
authorizations, from time to time, in the open nedrdr through private transactions, subject to mtacknditions. We are not obligated to purchase any
shares under our stock repurchase program. Subjapplicable laws, repurchases under our stoakrcbpse program may be made at such times and
in such amounts as we deem appropriate. The tiofiagy repurchases and the actual number of shepeschased will depend on a variety of factors,
including VMware'’s stock price, cash requiremeitsdperations and business combinations, corparatgegulatory requirements and other market
and economic conditions. Purchases under our segkchase program can be discontinued at anythiaieve feel additional purchases are not
warranted.

58




Table of Contents

(3) Represents the amounts remaining in the VMwarestgurchase authorizatio

(4) Amounts do not include potential purchases by E

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not Applicable.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Incorporated by Reference

Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 71912007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
10.201 Executive Bonus Program, as amended and restatgalsfli4, 2013 X
10.254  Form of Performance Stock Unit Agreement, as amgidmyust 14, 2013 X
10.264  Non-Qualified Deferred Compensation Plan, effectigeof January 1, 2014 X
10.274  Non-Qualified Deferred Compensation Plan Adoptigréement, effective as of X
January 1, 2014
31.1 Certification of Principal Executive Officer reqadt by Rule 13a-14(a) or Rule 15d-14 X
(a) of the Securities Exchange Act of 1934, as stbpursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.
31.2 Certification of Principal Financial Officer reqeit by Rule 13a-14(a) or Rule 15d-14 X
(a) of the Securities Exchange Act of 1934, as stbpursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
32.Z Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted X
pursuant to Section 906 of the Sarbanes-Oxley A2062.
101.INS  XBRL Instance Document X
101.SC+ XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRE XBRL Taxonomy Extension Presentation Linkbase X

+ Management contract or compensatory plan or ger@ent
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{tH)e Securities Exchange Act of 1934, the regigthas duly caused this report to be signedson it
behalf by the undersigned, thereunto duly authdrize

VMWARE, INC.

Dated:November 7, 2013 By: /s/ Kevan Krysler

Kevan Krysler
Senior Vice President, Chief Accounting Officer
(Principal Accounting Officer)
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EXHIBIT INDEX
Incorporated by Reference
Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 7/9/2007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
10.201 Executive Bonus Program, as amended and restatgalsfli4, 2013 X
10.254  Form of Performance Stock Unit Agreement, as amgidmyust 14, 2013 X
10.264  Non-Qualified Deferred Compensation Plan, effectigeof January 1, 2014 X
10.274  Non-Qualified Deferred Compensation Plan Adoptigréement, effective as of X

January 1, 2014

31.1 Certification of Principal Executive Officer reqadt by Rule 13a-14(a) or Rule 15d-14 X
(a) of the Securities Exchange Act of 1934, as stbpursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

31.2 Certification of Principal Financial Officer reqeit by Rule 13a-14(a) or Rule 15d-14 X
(a) of the Securities Exchange Act of 1934, as @tbpursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.

32.z Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted X
pursuant to Section 906 of the Sarbanes-Oxley ARDO2.

101.INS  XBRL Instance Document X
101.SC+ XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRE XBRL Taxonomy Extension Presentation Linkbase X

+ Management contract or compensatory plan or germent
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Exhibit 10.20
Amended and Restated August 14, 2013

VMware, Inc.
Executive Bonus Program

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

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

e attract and retain exceptional executives; and

* reward behaviors that result in long term increased stockholder value

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

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

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

Eligibility

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

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

Administration
As Administrator, the Compensation and Corporate Governance Committee is ultimately responsible for administering the Executive Bonus
Program. The Administrator has all powers
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and discretion necessary or appropriate to review and approve the Executive Bonus Program and its operation, including, but not limited to, the
power to (a) determine Participants, (b) interpret the provisions of the Executive Bonus Program, (c) adopt rules for the administration,
interpretation and application of the Executive Bonus Program consistent with the Plan, and (d) interpret, amend or revoke any such rules. All
determinations and decisions made by the Administrator and any decision of the Administrator shall be final, conclusive, and binding on all
persons, and shall be given the maximum deference permitted by law. The Administrator, in its sole discretion, may amend or terminate the
Executive Bonus Program, or any part thereof, at any time and for any reason, subject to the limitations set forth in Sections 3, 6(b)(iv) and 7 of
the Plan.

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

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

Target bonus amounts will be a designated percentage (the “Target Bonus Percentage”) of a Participant's actual semi-annual base salary
earned for the Performance Period (the “Semi-Annual Base Salary”). The Target Bonus Percentage will be determined by the Committee within
45 days of the commencement of the performance period.

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

Performance Period

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

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

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

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

Changes in Position : Participants who move from one bonus-eligible position to a different bonus-eligible position with a different
target bonus percentage may earn a target bonus prorated based on base pay and bonus at the start of each period.
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Termination : In order to vest and the right to receive a bonus under the Executive Bonus Program, an employee must be in an active
employment status or on approved leave at the day the bonus is paid out. An employee whose employment ends for any reason prior
to that date will not earn and will not be paid any bonus under this Executive Bonus Program.

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

Performance Metrics

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

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

MBO (Individual) Component

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

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

Cancellation, Rescission and Recoupment of Awards

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

Additionally, the Compensation and Corporate Governance Committee shall have the discretion to require that each Participant reimburse the
Company for all or any portion of any bonuses paid under the Executive Bonus Program if —
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(a) the payment was predicated upon the achievement of certain financial results that were subsequently the subject of a material
financial restatement,

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

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

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

At-Will Employment (US Only)

This Plan does not affect the terminable-at-will status of the employment relationship. Neither the attainment of goals nor the continuous
service requirement necessary to earn a bonus alters the ability of an employee or the Company to terminate employment at any time, with or
without reason and with or without advance notice.
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Exhibit 10.25

VMWARE, INC.

2007 EQUITY AND INCENTIVE PLAN
PERFORMANCE STOCK UNIT AGREEMENT

I. NOTICE OF GRANT

Unless otherwise defined herein, the terms definglde VMware, Inc. 2007 Equity and Incentive P{tre “Plan ") will
have the same defined meanings in this noticeanftdf Notice of Grant”) and Performance Stock Unit Agreement (*

Agreement”).
Name: (“Participant”)

Address:

The Participant has been granted an award (thedrd ") of Performance Stock Units (thePSUs”), subject to the terms
and conditions of the Plan and this Agreement. gixae set forth in Section 4(a), the number ofehaarned pursuant to the
Award will equal the number of shares subject ®RI$Us set forth below multiplied by the conversiatio determined by the
Administrator (the ‘Conversion Ratio”) at the end of the Performance Period in accardamith the schedule attached&adibit

A to this Agreement (the Performance Schedulé€).

Grant Number:

Date of Grant:

Number of PSUs:

Performance Period:

Vesting Schedule

Except as set forth in Section 4, the Award wiktia full on

v. 08-14-13




Form of PSU Agreement

[the date the “Administrator” (as defined below}atenines the Conversion Ratio pursuant to the Fedace Schedule (the
“ Vesting Date”). Such determination will occur no later thantgigays after the end of the Performance Period.]

[ 1](the “Vesting Date").]

Vesting in thisAward issubject to the Participant’'s continuing employmeith the Company or any Subsidiary through the
Vesting Date.

II. AGREEMENT

1. Grant of the PSUsThe Company has granted the Participant the nupflieSUs set forth in the Notice of
Grant. However, unless and until the PSUs will haested, the Participant will have no right to flmyment or receipt of any
Stock subject thereto. Prior to actual paymentoeipt of any Stock, the PSUs will represent arecmsed obligation of the
Company, payable (if at all) only from the genersdets of the Company.

2. Vesting of PSUs

(@) Subject to Sections 2(b) and 4 below, the Partittipall vest in the PSUs in accordance with thetings
schedule set forth in the Notice of Grant; provididt, in the event the Participant incurs a teation of employment for any
reason other than due to Participant’s death aritetion by the Company or Subsidiary due to “diétgb (as defined under the
applicable long-term disability plan of the CompamSubsidiary, or, if there is no such plan, aseined by the Board or the
Committee (each, theAdministrator ")), such that the Participant is no longer emptbipg the Company or any Subsidiary, the
Participant’s right to vest in the PSUs and to inex¢he Stock related thereto will terminate efifiecias of the date that Participant
ceases to be so employed and thereafter, the iPaniavill have no further rights to such unves&®lUs or the related Stock. In
such case, any unvested PSUs held by the Partidgiparediately following such termination of emplognt will be deemed
reconveyed to the Company and the Company wilethiger be the legal and beneficial owner of theegted PSUs and will have
all the rights and interest in or related theretthaut further action by the Participant. In theept/that the Participant’s
employment is terminated by reason of death ohbyGompany due to disability, then any unvestetgoof the PSUs will
automatically accelerate and the Participant véttdime fully vested in one share of Stock for eddh@PSUs subject to this
Agreement upon termination of employment by reasfaheath or by the Company due to disability, pded, however, that if
termination due to death or by the Company duedahility occurs after a Change in Control, thetiegrant will vest in the
number of shares of Stock determined per Sectibpat(d 4(c) below. In all cases, the date of teatidm of employment will be
determined in the sole discretion of the Administra

(b) Solely for purposes of this Agreement, the Companits sole discretion, may consent to treating
employment of Participant by Parent, or by an #dfé in which the Company and Parent hold, direatlindirectly, an aggregate
of at least 80% of the equity or voting interelsg same as if Participant is employed by the CompHme Company’s consent
must be approved by the Company’s chief finandifi¢er, provided, however, that if Participant
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Form of PSU Agreement
is an officer subject to Section 16 of the ExchaAgg such consent must be approved by the Comenitte

3. Issuance of StockNo Stock will be issued to the Participant ptmthe date on which the PSUs vest. After any F
vest and subject to the terms of this Agreementuding without limitation Section 7 hereof, ther@pany will cause to be issued
(either in book-entry form or otherwise) to the tRgpant or the Participant’'s beneficiaries, as¢hee may be, that number of
shares of Stock corresponding to the number of sasted PSUs as soon as administratively pracédabibwing vesting, but in
no event will the issuance of such shares be malageguent to March 15th of the year following tieanyin which the shares
vested. No fractional shares of Stock will be issurder this Agreement. Notwithstanding any pravish the Plan to the
contrary and subject only to a Change in Contmket forth in Section 4 hereof, the PSUs will &tlad only in shares of Stock.

4. Change in Contral

(@) Change in Control during Performance Peritnithe event of a Change in Control during thed®mance
Period, the Performance Period will terminate imiatedly prior to consummation of the Change in ColnfFhe Administrator
will determine the Conversion Ratio prior to theasommation of the Change in Control pursuant touesions set forth in the
Performance Schedule. If the Performance Schede dot set forth the means for calculating thev€mion Ratio in the event
of a Change in Control, then the Conversion Ratlbagual one share per each vested PSU.

(b) Vesting. Following a Change in Control, this Award willrdue to vest in accordance with the original
vesting schedule set forth in Section | above, islexy however, that if this Award is not assumedeptaced in accordance with
Section 7(m) of the Plan, then immediately priotite Change in Control, the Award will vest as twumber of shares equal to
the total number of PSUs subject to this Award ipliéd by the Conversion Ratio.

(c) Acceleration of Vesting Following Change in Contrdlotwithstanding anything in this Agreement to the
contrary, if, following a Change in Control:

1) the Participant’s employment is terminated by reasfadeath or termination by the Company due to
“disability” (as defined in Section 2 above), thany unvested portion of the PSUs will automatjcaticelerate, and the
Participant will, upon the date of such terminatibacome fully vested in a number of Shares equiig number of unvested
PSUs multiplied by the Conversion Ratio; or

2) the Participant incurs an involuntary terminatidrservice other than for “Cause” (as defined below)
the Participant terminates employment for “Good$®ed (as defined below), then, subject to the Bigdint signing and not
revoking the Release (as defined below), any uedgsbrtion of the PSUs will automatically accelerand the Participant will,
upon the date of such termination, become fullyeeé a number of Shares equal to the numberedstad PSUs multiplied by
the Conversion Ratio. Subject to Section 23 beldipayments and benefits under this subsectid@)end the effective date of
any
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acceleration of vesting under this subsection @nyoPSUs held by the Participant will become efffecon the 60th day

following the Participant’s termination of employmer on the next business day if such 60th dapisa business day, with such
date referred to as thd?ayment Date.” The Company will provide the Release to the igdnt within five business days of the
Participant’s termination of employment. The Pdpaat will not be entitled to any payment or behefider this subsection (c)(2)
if the Participant’s Release has not become effecs of the third business day preceding the PatyDwate.

5. Death of ParticipantAny distribution or delivery to be made to thetigpant under this Agreement will, if the
Participant is then deceased, be made to the astnaittr or executor of the Participant’s estatey sinch administrator or
executor must furnish the Company with (a) writberice of his or her status as transferee, andvidence satisfactory to the
Company to establish the validity of the transfedl aompliance with any laws or regulations pertajrtio said transfer.

6. Leave of Absence; Reduction in Service Levas set forth in Section 7(b) of the Plan, the @uttee may
determine, in its discretion (i) whether, and thteat to which, a leave of absence will cause actdn or other change in this
Award, (ii) whether, and the extent to which, auetibn in service level (for example, from full-tinto part-time employment),
will cause a reduction, or other change, in an Alyvand (iii) whether a leave of absence or reduadticservice level will be
deemed a termination of employment for the purpdgbis Award. Any changes to this Award pursuan$ection 7(b) of the
Plan and this Section 6 of the Agreement, will isult in an increase in the amount of the Awardtberwise accelerate its
payment. The Committee will also determine all otinatters relating to whether the employment oviserof Participant is
continuous for purposes of this Award.

7. Taxes.

(&) Generally. The Participant is ultimately liable and respblesior all taxes owed in connection with the PSU,
regardless of any action the Company or any eatitploying the Participant (theEmployer ") takes with respect to any tax
withholding obligations that arise in connectiorirnhe PSU. Neither the Company, nor the Employakerany representation or
undertaking regarding the treatment of any tax kgttiing in connection with the grant or vestinglod PSU or the subsequent
sale of Stock issuable pursuant to the PSU. Thepaagnand the Employer do not commit and are undeftigation to structur
the PSU to reduce or eliminate the Participangditbility.

(b) Payment of Withholding TaxedNotwithstanding any contrary provision of thisrAgment, no Stock will be
issued to the Participant, unless and until satisfg arrangements (as determined by the Admingiravill have been made by
the Participant with respect to the payment of @amgs which the Company determines must be withivégldrespect to the PSL
The Administrator, in its sole discretion and pansito such procedures as it may specify from tioriéme, may satisfy such tax
withholding obligations, in whole or in part, bythiolding otherwise deliverable Stock having anraggte Fair Market Value
sufficient to (but not exceeding) the minimum amiogguired to be withheld or by the sale of shafeStock to generate
sufficient cash proceeds to satisfy any such talkhweiding
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obligation. The Participant hereby authorizes tleniistrator to take any steps as may be necessaffect any such sale and
agrees to pay any costs associated therewith dimgjuithout limitation any applicable broker’'s feén addition, and to the
maximum extent permitted by law, the Company magr&ige the right to retain, without notice, frontesg or other amounts
payable to the Participant, cash having a valuficgerfit to satisfy any tax withholding obligatiotigat cannot be satisfied by the
withholding or sale of otherwise deliverable shayeStock.

8. Changes in Stockln the event that any extraordinary dividend hreo extraordinary distribution (whether in therft
of cash, Stock, other securities, or other properécapitalization, stock split, reverse stocktsptorganization, merger,
consolidation, spin-off, combination, repurchagegxchange of Stock or other securities of the Camgpor other similar
corporate transaction or event affecting the Stamurs such that an adjustment or change is datechly the Administrator (in
its sole discretion) to be necessary or appropriaeeAdministrator will proportionately adjust$hmward in accordance with the
terms of the Plan, including adjustments in the bemand kind of shares of Stock or other propdmyRarticipant would have
received upon vesting of the PSUs; provided, howeliat the number of shares of Stock into whighR$Us may be converted
will always be a whole number.

9. Rights as Stockholdemeither the Participant nor any person claimingdar or through the Participant will have any
of the rights or privileges of a stockholder of thempany in respect of any Stock deliverable heteunnless and until
certificates representing such Stock (which maindmok entry form) will have been issued and rdedron the records of the
Company or its transfer agents or registrars, atiggated to the Participant (including through #lexic delivery to a brokerage
account). After such issuance, recordation and/eiglj the Participant will have all the rights o$tackholder of the Company
with respect to voting such Stock and receipt widdinds and distributions on such Stock.

10. No Effect on EmploymentThe transactions contemplated hereunder andeténg schedule set forth in the Notice
of Grant do not: (i) constitute an express or imglpromise of continued employment for any peribtinoe, (i) interfere with
right of the Company, the Parent or any Subsidiarffiliate right to terminate the Participant'seloyment at any time in
accordance with applicable law, or (iii) entitl@tRarticipant to pay additional rights under thenRir under any other welfare or
benefit plan of the Company, the Parent or any i@idry or Affiliate.

11. Nature of Grant In accepting the PSUs, the Participant acknovdedbat: (a) the grant of the PSUs is voluntary
occasional and does not create any contractudher dght to receive future grants of PSUs, ordfigsin lieu of PSUs even if
PSUs have been granted repeatedly in the pasll (@@cisions with respect to future Awards of PSiflany, will be at the sole
discretion of the Company; (c) the future valuéhaf underlying Stock is unknown and cannot be ptediwith certainty; (d) in
consideration of the Award of PSUs, no claim oitkmhent to compensation or damages will arise ftermination of the PSUs
or any diminution in value of the PSUs or Stockeieed when the PSUs vest resulting from the Pagtitti's termination of
employment by the Employer (for any reason whatspand
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whether or not in breach of local employment lavagy the Participant irrevocably releases the Compae Parent, the
Subsidiary and Affiliate from any such claim thaayrarise; (e) in the event of involuntary termioatdf the Participant’s
employment (whether or not in breach of local empient laws), the Participant’s right to receive BSldd vest under the Plan,
if any, will terminate effective as of the datetttiae Participant is no longer actively employed aiill not be extended by any
notice period mandated under local law or contraat, the Company will have the exclusive discretimdetermine when the
Participant is no longer actively employed for paggs of the PSUs; (f) the Company is not providing tax, legal or financial
advice, nor is the Company making any recommenagtiegarding Participant’s participation in therRlar Participant’s
acquisition or sale of the underlying Stock; andtkg Participant is hereby advised to consult Withor her own personal tax,
legal and financial advisors regarding Participapgrticipation in the Plan before taking any actielated to the Plan.

12. Black Out Periods The Participant acknowledges that, to the extenwvesting of any PSUs occurs during a
“blackout” period wherein certain employees, inéhgdthe Participant, are precluded from sellingc&tahe Administrator retains
the right, in its sole discretion, to defer theidaly of the Stock pursuant to the PSU; providemlyéver, that the Administrator
will not exercise its right to defer the Particigameceipt of such Stock if such shares of Staekspecifically covered by a
Rule 10b5-1 trading plan of the Participant whieluges such shares to be exempt from any applibktgkout period then in
effect. In the event the receipt of any sharestofiSis deferred hereunder due to the existeneerefularly scheduled blackout
period, such shares will be issued to the Partitipa the first day following the termination ofcsuregularly scheduled blackout
period; provided, however, that in no event wik fesuance of such shares be deferred subsequdatdb 15th of the year
following the year in which the shares vest. Inghent the receipt of any shares of Stock is dedeinereunder due to the
existence of a special blackout period, such shailebe issued to the Participant on the first dajowing the termination of
such special blackout period as determined by tragany’s General Counsel or his or her delegatesjged, however, that in
no event will the issuance of such shares be dafermbsequent to March 15th of the year followhwgytear in which such shares
vest. Notwithstanding the foregoing, any deferreaires of Stock will be issued promptly to the Rartint prior to the terminatic
of the blackout period in the event the Participadses to be subject to the blackout period. Binicihant hereby represents t
he or she accepts the effect of any such defendérelevant federal, state and local tax lanatloerwise.

13. Award is Not TransferableExcept to the limited extent provided in Secttoabove, this Award of PSUs and the
rights and privileges conferred hereby will notttemsferred, assigned, pledged or hypothecatenyimay by the Participant
(whether by operation of law or otherwise) and wdt be subject to sale under execution, attachoresitnilar process, until the
Participant has been issued the Stock. Upon aegnpttby the Participant to transfer, assign, pletigpothecate or otherwise
dispose of this Award, or any right or privilegenéerred hereby, or upon any attempted sale undeexgcution, attachment or
similar process, this Award and the rights andifgges conferred hereby immediately will becomd aot void. The terms of
this Agreement will be binding upon the Participsueixecutors, administrators, heirs, successoraapgermitted transferees.
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14. Data Privacy The Participant hereby explicitly and unambigupesnsents to the collection, use and transfer, in
electronic or other form, of his or her personabhdss described in this Agreement and any other g#&kt materials (Data”) by
and among, as applicable, the Employer, the ComphayParent, the Subsidiaries and Affiliates Far éxclusive purpose of
implementing, administering and managing the Fg#it’s participation in the Plan.

The Participant understands that the Company anénhployer may hold certain personal informatioaudtithe
Participant, including, but not limited to, the f@pant’s name, home address and telephone nurdatr of birth, social
insurance number or other identification numbedgryganationality, job title, any shares of Stoakdirectorships held in the
Company, details of all PSUs or any entitlemerdhtares of Stock awarded, canceled, exercised,dvestgested or outstanding
in the Participant’s favor, for the purpose of impenting, administering and managing the Plan.Pdrécipant understands that
Data may be transferred to any third parties asgigt the implementation, administration and mamagnt of the Plan, that these
recipients may be located in the Participant’s ¢quor elsewhere, and that the recipients’ coufery., the U.S.) may have
different data privacy laws and protections thanRarticipant’s country. The Participant authorithesrecipients to receive,
possess, use, retain and transfer the Data, itr@déxzor other form, for the sole purpose of inmpénting, administering and
managing the Participant’s participation in thenRiacluding any requisite transfer of such Datanay be required to a third
party. Further, the Participant understands treaPhrticipant is providing the consents herein poraly voluntary basis. If the
Participant does not consent, or if the Participater seeks to revoke his or her consent, higpemployment status or service
and career with the Employer will not be adversdfgcted; the only adverse consequence of refumingthdrawing his or her
consent is that the Company would not be abledatghe Participant PSUs or other equity awardsdaminister or maintain such
awards. Therefore, the Participant understandg¢fiaging or withdrawing his or her consent magetfthe Participan’ ability tc
participate in the Plan.

15. Entire Agreement This Agreement, subject to the terms and conditiaf the Plan and the Notice of Grant,
represents the entire agreement between the paitlesespect to the PSUs.

16. Binding Agreement Subject to the limitation on the transferabiliythis Award contained herein, this Agreement
will be binding upon and inure to the benefit of theirs, legatees, legal representatives, suceeasdrassigns of the parties
hereto.

17. Additional Conditions to Issuance of Certificates $tock. The Company will not be required to issue any
certificate or certificates for Stock hereundepopto fulfillment of all the following conditionga) the admission of such Stock to
listing on all stock exchanges on which such ctdsgock is then listed; (b) the completion of aaygistration or other
qualification of such Stock under any state, felderdoreign law or under the rulings or regulasasf the Securities and
Exchange Commission or any other governmental atgyl body, which the Administrator, in its abseludliscretion, deems
necessary or advisable; (c) the obtaining of amy@gl or other clearance from any state, federébmeign governmental
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agency, which the Administrator, in its absolutecdition, determines to be necessary or advisabte(d) the lapse of such
reasonable period of time following the date oftvesof the PSUs as the Administrator may estalftisin time to time for
reasons of administrative convenience.

18. Plan Governs This Agreement is subject to all terms and piiowis of the Plan. In the event of a conflict betavee
one or more provisions of this Agreement and onmare provisions of the Plan, the provisions of Rten will govern.

19. Administrator Authority. Participant acknowledges that determination efrtamber of shares of Stock earned u
this Award is subject to determination by the Adistirator of achievement of the performance targetgorth on the Performan
Schedule. The Administrator will have the powemterpret the Plan and this Agreement and to agiogi rules for the
administration, interpretation and applicationted Plan as are consistent therewith and to integonevoke any such rules. All
actions taken and all interpretations and detertiting made by the Administrator in good faith viaé final and binding upon the
Participant, the Company, the Employer and all oithterested persons. No member of the Administratth be personally liable
for any action, determination or interpretation maugood faith with respect to the Plan or thigefagment.

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

21. Definitions. Unless otherwise defined in an employment agre¢ergered into between the Participant and the
Company that covers this grant, the terms set fogtbw will have the following meanings:

(a) Cause. The occurrence of any of the following, as reatbyndetermined by the Company in good faith, will
constitute “Cause™

(1) willful neglect, failure or refusal by the Partieipt to perform his or her employment duties (except
resulting from the Participant’s incapacity duélltzess) as reasonably directed by his or her eygslo

(2) willful misconduct by the Participant in the perfmaince of his or her employment duties;

(3) the Participans indictment for a felony (other than traffic reldtoffense) or a misdemeanor involy
moral turpitude; or

(4) the Participant’'s commission of an act involvinggomal dishonesty that results in financial,
reputational, or other harm to the Company andffifiates and Subsidiaries, including, but not lied to, an act constituting
misappropriation or embezzlement of property.
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The Company is required to deliver a Notice of Tieation (as defined below) to the Participant amgrovide 30
days to remedy the event or condition giving re€ause (if such event or condition is capableepfedy) in order to terminate
his or her employment for Cause. No act or faitoract on the Participant’s part will be deemeditfuli’ for purposes of this
Cause definition unless committed or omitted byRhaeticipant in bad faith and without reasonabléesbénat his or her act or
failure to act was in, or not opposed to, the bestests of the Company.

(b) Change in Control. “Change in Control” of the Company means andudek any of the following
occurrences:

(1) Any Person is or becomes th&éneficial Owner” (as defined in Rule 13d-3 promulgated
under the Securities and Exchange Act of 1934reended (the Exchange Act”)), directly or indirectly, of securities of the
Company representing 35% or more of the combind¢idg@ower of the Company’s then outstanding séiegtiexcluding any
Person who becomes a Beneficial Owner in connegtitnsubsection 2 below. For the avoidance of doaifty change in the
Persons who are the direct or indirect Beneficiah@rs of the securities of Parent will not be degmoeconstitute a change in the
direct or indirect Beneficial Owners of the Compdolpurposes of this subsection (1);

(2) There is consummated a merger or consolidatioheoCtompany with any other corporatior
similar entity, other than (A) a merger or consatidn which would result in the voting securitiddlte Company outstanding
immediately prior to such merger or consolidationtinuing to represent (either by remaining outdiiag or by being converted
into voting securities of the surviving entity aryaparent thereof) at least 50% of the combinethggbower of the securities of
the Company or such surviving entity or any patbateof outstanding immediately after such mergeoasolidation, or (B) a
merger or consolidation effected to implement apéalization of the Company (or similar transag}ion which no Person is or
becomes the Beneficial Owner, directly or indingctlf securities of the Company (not includinglie securities Beneficially
Owned by such Person any securities acquired tirieotn the Company or its affiliates) representB&§o or more of the
combined voting power of the Company’s then outditag securities; or

(3) The stockholders of the Company approve a plamwiptete liquidation or dissolution of the
Company, or there is consummated an agreemeridaaie or disposition by the Company of all orssaititially all of the
Company'’s assets, other than, following a “355 filigtion” (as defined below), a sale or dispositipnthe Company of all or
substantially all of the Company’s assets to aityerst least 50% of the combined voting powerlaf voting securities of which
are owned by stockholders of the Company in subathnthe same proportions as their ownershiphef Company immediately
prior to such sale.

Any other provision of this definition notwithstang, the term Change in Control will not be deerteetave
occurred by virtue of: (i) any transaction whickuks in such Participant, or a group of Persongtiith such Participant has a
substantial interest, acquiring, directly or indiig, 35% or more of either the then outstandingrek of common
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stock of the Company or the combined voting powehe Company’s then outstanding securities, d@rent’s distribution of
the Company’s shares in a transaction intendedatifg as a distribution under Section 355365 Distribution ") of the Internal
Revenue Code of 1986, as amended (tBede”).

(c) “ Good Reasori for a Participant to resign his or her employmeatans that one or more of the following
has occurred without his or her express writterseati

(1) any materially adverse alteration in the Particifzamle, reporting relationship or in the nature o
status of the Participant’s responsibilities rekatio his or her role, reporting relationship @apensibilities at any time following
the Change in Control, provided that neither a ncnge in title nor in the fact that the Participao longer holds following a
Change in Control the same position in a public gany as he or she held before the transactioralitie constitute Good
Reason;

(2) a material diminution by the Company in the Papticit's base salary (excluding a reduction
that also is applied to all similarly situated eoyges of the Company and that reduces the Pariitsgaase salary by a
percentage reduction that is no greater than twedbpercentage reduction applied to any other gutibidual), or a material
diminution by the Company in the Participant’s &rgvel of annual incentive bonus relative todridier highest base salary and
highest target level of annual incentive bonugyeesvely, following a Change in Control, or inébdity for a bonus program
providing for a target level of annual incentivenbie [except that, with respect to the General Celuarsd Chief Financial Officer
of the Company, no longer holding the position eh€ral Counsel or Chief Financial Officer, respasyi, in a public company
following a Change in Control will itself be a meatdly adverse alteration in the Participant’s m@sgibility, role and status
constituting Good Reason];

(3) relocation of the Participarst’principal place of employment to a location miwi@n 50 miles from hi
or her principal place of employment at any timiofging a Change in Control (which may be his or heme); or

(4) a material breach of the Company’s obligations utigis Agreement.

In order for a Participant to invoke a terminatéhre to Good Reason in a manner that would eniithedn her to
acceleration pursuant to Section 4 above, (i) gmiddpant must provide a Notice of Terminatiorthie senior officer of the
Company’s Human Resources group of his or her fioieo terminate due to such event or conditiothini 90 days of the initial
occurrence or existence of such event or condérmhprovide the Company with 30 days from receiphe notice to remedy the
event or condition, (ii) the Company must fail féeet such remedy within the 3fay cure period, and (iii) the effective date d
resignation must occur within 90 days after the efithe 30-day cure period.

(d) “ Notice of Termination ” means a written notice by the Company in the eitéa terminating the
Participant’s employment with Cause or by the Bgxdint in the event
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he or she is resigning for Good Reason, which @nritiotice indicates the specific provision in fRian being relied upon and sets
forth in reasonable detail any facts and circuntsarclaimed to provide a basis for such terminatfdhe Participant’s
employment under the provision so indicated.

(e) “ Person” has the meaning ascribed to such term in Se&{aj(9) of the Exchange Act and as used in
Sections 13(d) and 14(d) thereof, including a grasiplefined in Section 13(d) of the Exchange Attexaluding (i) the Compar
or Parent, any of their respective subsidiariesnyremployee benefit plan sponsored or maintaiyettido Company, Parent or ¢
of their respective subsidiaries (including anyste@ or other fiduciary of any such plan), (ii)uaderwriter temporarily holding
securities pursuant to an offering of such se@gi;tor (iii) a corporation owned, directly or iretitly, by the stockholders of the
Company in substantially the same proportions eis twnership of stock of the Company.

(H “ Release means the Company’s standard form of employemitetion certificate and a general release of
all claims that the Participant may have againstGompany in a form reasonably satisfactory taQbmpany, which form will
include customary non-solicit and non-disparagerpentisions.

22. Cancellation, Recission and Recoupment of Awdrdrticipant hereby acknowledges that this Awandl any share
of Stock issued pursuant to this Award are suliecancellation, recission, repayment or othetoacdit the discretion of the
Board or the Committee as set forth in Section @{dhe Plan in the event that Participant engégéBetrimental Activity” as
such term is defined therein. In addition, the Adlistrator has the discretion to require Particigareimburse the Company for
all or any portion of the Stock issued pursuarihte Award, or the value thereof, if:

(&) the payment was predicated upon the achievemergtrtefin financial results that were subsequenty th
subject of a material financial restatement;

(b) inthe view of the Board or the Committee, the iegrant engaged in fraud or misconduct that caused
partially caused the need for a material finan@atatement by the Company or any substantiaizéiland

(c) alower vesting would have occurred based upomnes$tated financial results.

In each such instance, upon the determination @ Gbmmittee to require recoupment of a previousué:
number of shares of Stock under this AgreementCihimpany will, to the extent practicable and allblgaunder applicable lav
require reimbursement of any number of shares ofkStor the value thereof, issued for the releyzariod that exceeded i
lower number of shares of Stock that would havenbbeade based on the restated financial resultsided that the Company w
not seek to recover shares of Stock issued moretkinae years prior to the date the applicabletestent is disclosed.
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23. Section 409A Exemptionlt is intended that the Award satisfy, to theagest extent possible, the exemption from
the application of Section 409A of the Code prodidader Treasury Regulation Section 1.409A-1(bd¢4p comply with Code
Section 409A, and the Award will be so interprea@d administered. Notwithstanding the foregoinghéf Company determines
that the Award may not either be exempt from or plient with Code Section 409A, the Company mayhuwlite Participant’s
prior written consent, adopt such amendments sRkan or adopt other policies and proceduresy@ie amendments, policies
and procedures with retroactive effect), or takg @her actions, that the Company determines aressary or appropriate to (i)
exempt the Award from Code Section 409A and prestre intended tax treatment of the Award, orc@ijnply with the
requirements of Code Section 409A, provided, howebat there is no obligation on the part of tler(any to adopt any such
amendment, policy or procedure or take any sucératbtion, and in any event, no such action widliee the amount of
compensation that is owed to the Participant utiderAward without the Participant’s prior writteonsent.

24. Agreement Severabldn the event that any provision in this Agreemeititbe held invalid or unenforceable, such
provision will be severable from, and such invajidir unenforceability will not be construed to baany effect on, the remaining
provisions of this Agreement.

25. Notice of Governing Law This Agreement will be governed by the internddstantive laws, but not the choice of
law rules of the State of Delaware.

26. Waiver; Cumulative RightsThe failure or delay of either party to requierfprmance by the other party of any
provision hereof will not affect its right to regeiperformance of such provision unless and uathgperformance has been
waived in writing. Each and every right hereundecumulative and may be exercised in part or inlevfrom time to time.

27. Notices. Any notice which either party hereto may be regghior permitted to give the other must be in wgtand
may be delivered personally or by mail, postagpaick addressed to the Company, at the addresglptbbelow, and the
Participant at his or her address as shown on dmep@ny’s or the Employer’s payroll records, oructsother address as the
Participant, by notice to the Company, may deskgiratvriting from time to time.

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

Participant’s signature below indicates Particifsaagreement and understanding that this Awardlgest to and
governed by the terms and conditions of the Plahthis Agreement including, without limitation, $ien 22 above. The
Participant acknowledges receipt of a copy of tlam Rnd represents that he or she is familiar thighterms and provisions
thereof, which are incorporated herein by refereRegticipant herby agrees to accept as bindingglasive
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and final all decisions or interpretations of tha@ministrator upon any questions relating to thenRlad Agreement.

PARTICIPANT

Signature

Print Name

Date: , 201
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Exhibit A
Performance Schedule

14
v. 08-14-13



Exhibit 10.26

VMware, Inc.
Non-Qualified Deferred Compensation Plan

Effective as of January 1, 2014

IMPORTANT NOTE

This document has not been approved by the Department of Labor, Internal Revenue Service or any other
governmental entity. An adopting Employer must determine whether the Plan is subject to the Federal securities laws
and the securities laws of the various states. An adopting Employer may not rely on this document to ensure any
particular tax consequences or to ensure that the Plan is “unfunded and maintained primarily for the purpose of
providing deferred compensation to a select group of management or highly compensated employees” under Title | of
the Employee Retirement Income Security Act of 1974, as amended, with respect to the Employer’s particular situation.
Fidelity Employer Services Company, its affiliates and employees cannot provide you with legal advice in connection
with the execution of this document. This document should be reviewed by the Employer’s attorney prior to execution.
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PREAMBLE

The Plan is intended to be a “plan which is unfunded and is maintained by an employer primarily for the purpose of
providing deferred compensation for a select group of management or highly compensated employees” within the
meaning of Sections 201(2), 301(a)(3) and 401(a)(1) of the Employee Retirement Income Security Act of 1974, as
amended, or an “excess benefit plan” within the meaning of Section 3(36) of the Employee Retirement Income Security
Act of 1974, as amended, or a combination of both. The Plan is further intended to conform with the requirements of
Internal Revenue Code Section 409A and the final regulations issued thereunder and shall be interpreted, implemented
and administered in a manner consistent therewith.
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1.2

ARTICLE 1 - GENERAL

Plan. The Plan will be referred to by the name specified in the Adoption Agreement.
Effective Dates.

(@) Original Effective Date. The Original Effective Date is the date as of which the Plan was initially adopted.

(b) Amendment Effective Date. The Amendment Effective Date is the date specified in the Adoption Agreement
as of which the Plan is amended and restated. Except to the extent otherwise provided herein or in the
Adoption Agreement, the Plan shall apply to amounts deferred and benefit payments made on or after the
Amendment Effective Date.

(c) Special Effective Date. A Special Effective Date may apply to any given provision if so specified in Appendix
A of the Adoption Agreement. A Special Effective Date will control over the Original Effective Date or
Amendment Effective Date, whichever is applicable, with respect to such provision of the Plan.
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ARTICLE 2 — DEFINITIONS

Pronouns used in the Plan are in the masculine gender but include the feminine gender unless the context clearly
indicates otherwise. Wherever used herein, the following terms have the meanings set forth below, unless a different
meaning is clearly required by the context:

2.1 “Account” means an account established for the purpose of recording amounts credited on behalf of a
Participant and any income, expenses, gains, losses or distributions included thereon. The Account shall be a
bookkeeping entry only and shall be utilized solely as a device for the measurement and determination of the
amounts to be paid to a Participant or to the Participant’s Beneficiary pursuant to the Plan.

2.2 “Administrator” means the person or persons designated by the Plan Sponsor in Section 1.05 of the Adoption
Agreement to be responsible for the administration of the Plan. If no Administrator is designated in the Adoption
Agreement, the Administrator is the Plan Sponsor.

2.3  “Adoption Agreement” means the agreement adopted by the Plan Sponsor that establishes the Plan.

2.4  “Beneficiary” means the persons, trusts, estates or other entities entitled under Section 8.2 to receive benefits
under the Plan upon the death of a Participant.

2.5 “Board” or “Board of Directors” means the Board of Directors of the Plan Sponsor.

2.6  “Bonus” means an amount of incentive remuneration payable by the Employer to a Participant.

2.7 “Changein Control” means the occurrence of an event involving the Plan Sponsor that is described in Section
9.7.

2.8 “Code” means the Internal Revenue Code of 1986, as amended.

2.9 “Compensation” has the meaning specified in Section 3.01 of the Adoption Agreement.

2.10 “Director” means a non-employee member of the Board who has been designated by the Employer as eligible
to participate in the Plan.
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2.11

2.12

2.13

2.14

2.15

2.16

2.17

2.18

2.19

2.20

2.21

“Disability” means a determination by the Administrator that the Participant is either (a) unable to engage in
any substantial gainful activity by reason of any medically determinable physical or mental impairment which can
be expected to result in death or can be expected to last for a continuous period of not less than 12 months, or
(b) is, by reason of any medically determinable physical or mental impairment which can be expected to result in
death or last for a continuous period of not less than twelve months, receiving income replacement benefits for a
period of not less than three months under an accident and health plan covering employees of the Employer.
Additionally, a Participant will be considered to have incurred a Disability if he is determined to be totally
disabled by the Social Security Administration or the Railroad Retirement Board.

“Eligible Employee” means an employee of the Employer who satisfies the requirements in Section 2.01 of the
Adoption Agreement.

“Employer” means the Plan Sponsor and any other entity which is authorized by the Plan Sponsor to
participate in and, in fact, does adopt the Plan.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.

“Identification Date” means the date as of which Key Employees are determined which is specified in Section
1.06 of the Adoption Agreement.

“Key Employee ” means an employee who satisfies the conditions set forth in Section 9.6.

“Participant” means an Eligible Employee or Director who commences participation in the Plan in accordance
with Article 3.

“Plan” means the unfunded plan of deferred compensation set forth herein, including the Adoption Agreement
and any trust agreement, as adopted by the Plan Sponsor and as amended from time to time.

“Plan Sponsor” means the entity identified in Section 1.03 of the Adoption Agreement or any successor by
merger, consolidation or otherwise.

“Plan Year” means the period identified in Section 1.02 of the Adoption Agreement.

“Related Employer” means the Employer and (a) any corporation that is a member of a controlled group of
corporations as defined in Code Section 414(b) that includes the Employer and (b) any trade or business
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2.22

2.23

that is under common control as defined in Code Section 414(c) that includes the Employer.
“Retirement” has the meaning specified in 6.01(f) of the Adoption Agreement.

“Separation from Service” means the date that the Participant dies, retires or otherwise has a termination of
employment with respect to all entities comprising the Related Employer. A Separation from Service does not
occur if the Participant is on military leave, sick leave or other bona fide leave of absence if the period of leave
does not exceed six months or such longer period during which the Participant’s right to re-employment is
provided by statute or contract. If the period of leave exceeds six months and the Participant’s right to re-
employment is not provided either by statute or contract, a Separation from Service will be deemed to have
occurred on the first day following the six-month period. If the period of leave is due to any medically
determinable physical or mental impairment that can be expected to result in death or can be expected to last for
a continuous period of not less than six months, where the impairment causes the Participant to be unable to
perform the duties of his or her position of employment or any substantially similar position of employment, a 29
month period of absence may be substituted for the six month period.

Whether a termination of employment has occurred is based on whether the facts and circumstances indicate
that the Related Employer and the Participant reasonably anticipated that no further services would be
performed after a certain date or that the level of bona fide services the Participant would perform after such
date (whether as an employee or as an independent contractor) would permanently decrease to no more than
20 percent of the average level of bona fide services performed (whether as an employee or an independent
contractor) over the immediately preceding 36 month period (or the full period of services to the Related
Employer if the employee has been providing services to the Related Employer for less than 36 months).

An independent contractor is considered to have experienced a Separation from Service with the Related
Employer upon the expiration of the contract (or, in the case of more than one contract, all contracts) under
which services are performed for the Related Employer if the expiration constitutes a good-faith and complete
termination of the contractual relationship.

If a Participant provides services as both an employee and an independent contractor of the Related Employer,
the Participant must separate from service both as an employee and as an independent
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2.24

2.25

contractor to be treated as having incurred a Separation from Service. If a Participant ceases providing services
as an independent contractor and begins providing services as an employee, or ceases providing services as an
employee and begins providing services as an independent contractor, the Participant will not be considered to
have experienced a Separation from Service until the Participant has ceased providing services in both
capacities.

If a Participant provides services both as an employee and as a member of the board of directors of a corporate
Related Employer (or an analogous position with respect to a noncorporate Related Employer), the services
provided as a director are not taken into account in determining whether the Participant has incurred a
Separation from Service as an employee for purposes of a nonqualified deferred compensation plan in which the
Participant participates as an employee that is not aggregated under Code Section 409A with any plan in which
the Participant participates as a director.

If a Participant provides services both as an employee and as a member of the board of directors of a corporate
related Employer (or an analogous position with respect to a noncorporate Related Employer), the services
provided as an employee are not taken into account in determining whether the Participant has experienced a
Separation from Service as a director for purposes of a nonqualified deferred compensation plan in which the
Participant participates as a director that is not aggregated under Code Section 409A with any plan in which the
Participant participates as an employee.

All determinations of whether a Separation from Service has occurred will be made in a manner consistent with
Code Section 409A and the final regulations thereunder.

“Unforeseeable Emergency” means a severe financial hardship of the Participant resulting from an illness or
accident of the Participant, the Participant’s spouse, the Participant’s Beneficiary, or the Participant's dependent
(as defined in Code Section 152, without regard to Code section 152(b)(1), (b)(2) and (d)(1)(B); loss of the
Participant’s property due to casualty; or other similar extraordinary and unforeseeable circumstances arising as
a result of events beyond the control of the Participant.

“Valuation Date” means each business day of the Plan Year that the New York Stock Exchange is open.
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2.26 “Years of Service” means each one year period for which the Participant receives service credit in accordance
with the provisions of Section 7.01(d) of the Adoption Agreement.
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3.1

3.2

ARTICLE 3 — PARTICIPATION

Participation. The Participants in the Plan shall be those Directors and employees of the Employer who satisfy
the requirements of Section 2.01 of the Adoption Agreement.

Termination of Participation. The Administrator may terminate a Participant’s participation in the Plan in a
manner consistent with Code Section 409A. If the Employer terminates a Participant’s participation before the
Participant experiences a Separation from Service the Participant’s vested Accounts shall be paid in accordance

with the provisions of Article 9.
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4.1

4.2

4.3

ARTICLE 4 — PARTICIPANT ELECTIONS

Deferral Agreement. If permitted by the Plan Sponsor in accordance with Section 4.01 of the Adoption
Agreement, each Eligible Employee and Director may elect to defer his Compensation within the meaning of
Section 3.01 of the Adoption Agreement by executing in writing or electronically, a deferral agreement in
accordance with rules and procedures established by the Administrator and the provisions of this Article 4.

A new deferral agreement must be timely executed for each Plan Year during which the Eligible Employee or
Director desires to defer Compensation. An Eligible Employee or Director who does not timely execute a deferral
agreement shall be deemed to have elected zero deferrals of Compensation for such Plan Year.

A deferral agreement may be changed or revoked during the period specified by the Administrator. Except as
provided in Section 9.3 or in Section 4.01(c) of the Adoption Agreement, a deferral agreement becomes
irrevocable at the close of the specified period.

Amount of Deferral. An Eligible Employee or Director may elect to defer Compensation in any amount
permitted by Section 4.01(a) of the Adoption Agreement.

Timing of Election to Defer.  Each Eligible Employee or Director who desires to defer Compensation otherwise
payable during a Plan Year must execute a deferral agreement within the period preceding the Plan Year
specified by the Administrator. Each Eligible Employee who desires to defer Compensation that is a Bonus must
execute a deferral agreement within the period preceding the Plan Year during which the Bonus is earned that is
specified by the Administrator, except that if the Bonus can be treated as performance based compensation as
described in Code Section 409A(a)(4)(B)(iii), the deferral agreement may be executed within the period specified
by the Administrator, which period, in no event, shall end after the date which is six months prior to the end of
the period during which the Bonus is earned, provided the Participant has performed services continuously from
the later of the beginning of the performance period or the date the performance criteria are established through
the date the Participant executed the deferral agreement and provided further that the compensation has not yet
become ‘readily ascertainable’ within the meaning of Reg. Sec 1.409A-2(a)(8). In addition, if the Compensation
qualifies as ‘fiscal year compensation’ within the meaning of Reg. Sec.
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4.4

1.409A-2(a)(6), the deferral agreement may be made not later than the end of the Employer’s taxable year
immediately preceding the first taxable year of the Employer in which any services are performed for which such
Compensation is payable.

Except as otherwise provided below, an employee who is classified or designated as an Eligible Employee
during a Plan Year or a Director who is designated as eligible to participate during a Plan Year may elect to
defer Compensation otherwise payable during the remainder of such Plan Year in accordance with the rules of
this Section 4.3 by executing a deferral agreement within the thirty (30) day period beginning on the date the
employee is classified or designated as an Eligible Employee or the date the Director is designated as eligible,
whichever is applicable, if permitted by Section 4.01(b)(ii) of the Adoption Agreement. If Compensation is based
on a specified performance period that begins before the Eligible Employee or Director executes his deferral
agreement, the election will be deemed to apply to the portion of such Compensation equal to the total amount
of Compensation for the performance period multiplied by the ratio of the number of days remaining in the
performance period after the election becomes irrevocable and effective over the total number of days in the
performance period. The rules of this paragraph shall not apply unless the Eligible Employee or Director can be
treated as initially eligible in accordance with Reg. Sec. 1.409A-2(a)(7).

Election of Payment Schedule and Form of Payment.

All elections of a payment schedule and a form of payment will be made in accordance with rules and
procedures established by the Administrator and the provisions of this Section 4.4.

(@) Ifthe Plan Sponsor has elected to permit annual distribution elections in accordance with Section 6.01(h)
of the Adoption Agreement the following rules apply. At the time an Eligible Employee or Director completes a
deferral agreement, the Eligible Employee or Director must elect a distribution event (which includes a specified
time) and a form of payment for the Compensation subject to the deferral agreement from among the options the
Plan Sponsor has made available for this purpose and which are specified in 6.01(b) of the Adoption Agreement.
Prior to the time required by Reg. Sec. 1.409A-2, the Eligible Employee or Director shall elect a distribution
event (which includes a specified time) and a form of payment for any Employer contributions that may be
credited to the Participant’s Account during the Plan Year. If an Eligible Employee or Director fails to elect a
distribution event, he shall be deemed to have elected Separation from Service as the distribution event. If he
fails to




elect a form of payment, he shall be deemed to have elected a lump sum form of payment.

(b) If the Plan Sponsor has elected not to permit annual distribution elections in accordance with Section 6.01
(h) of the Adoption Agreement the following rules apply. At the time an Eligible Employee or Director first
completes a deferral agreement but in no event later than the time required by Reg. Sec. 1.409A-2, the Eligible
Employee or Director must elect a distribution event (which includes a specified time) and a form of payment for
amounts credited to his Account from among the options the Plan Sponsor has made available for this purpose
and which are specified in Section 6.01(b) of the Adoption Agreement. If an Eligible Employee or Director fails to
elect a distribution event, he shall be deemed to have elected Separation from Service in the distribution event.
If the fails to elect a form of payment, he shall be deemed to have elected a lump sum form of payment.




5.1

5.2

ARTICLE 5 - EMPLOYER CONTRIBUTIONS

Matching Contributions.  If elected by the Plan Sponsor in Section 5.01(a) of the Adoption Agreement, the
Employer will credit the Participant’s Account with a matching contribution determined in accordance with the
formula specified in Section 5.01(a) of the Adoption Agreement. The matching contribution will be treated as
allocated to the Participant’s Account at the time specified in Section 5.01(a)(iii) of the Adoption Agreement.

Other Contributions. If elected by the Plan Sponsor in Section 5.01(b) of the Adoption Agreement, the
Employer will credit the Participant’s Account with a contribution determined in accordance with the formula or
method specified in Section 5.01(b) of the Adoption Agreement. The contribution will be treated as allocated to
the Participant’'s Account at the time specified in Section 5.01(b)(iii) of the Adoption Agreement.
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6.1

6.2

ARTICLE 6 — ACCOUNTS AND CREDITS

Establishment of Account.  For accounting and computational purposes only, the Administrator will establish
and maintain an Account on behalf of each Participant which will reflect the credits made pursuant to Section
6.2, distributions or withdrawals, along with the earnings, expenses, gains and losses allocated thereto,
attributable to the hypothetical investments made with the amounts in the Account as provided in Article 7. The
Administrator will establish and maintain such other records and accounts, as it decides in its discretion to be
reasonably required or appropriate to discharge its duties under the Plan.

Credits to Account. A Participant’s Account will be credited for each Plan Year with the amount of his elective
deferrals under Section 4.1 as soon as reasonably practicable following the time the amount subject to the
deferral election would otherwise have been payable to the Participant and the amount of Employer
contributions treated as allocated on his behalf under Article 5.
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7.1

7.2

ARTICLE 7 — INVESTMENT OF CONTRIBUTIONS

Investment Options. The amount credited to each Account shall be treated as invested in the investment
options designated for this purpose by the Administrator.

Adjustment of Accounts. The amount credited to each Account shall be adjusted for hypothetical investment
earnings, expenses, gains or losses in an amount equal to the earnings, expenses, gains or losses attributable
to the investment options selected by the party designated in Section 9.01 of the Adoption Agreement from
among the investment options provided in Section 7.1. If permitted by Section 9.01 of the Adoption Agreement,
a Participant (or the Participant’s Beneficiary after the death of the Participant) may, in accordance with rules
and procedures established by the Administrator, select the investments from among the options provided in
Section 7.1 to be used for the purpose of calculating future hypothetical investment adjustments to the Account
or to future credits to the Account under Section 6.2 effective as of the Valuation Date coincident with or next
following notice to the Administrator. Each Account shall be adjusted as of each Valuation Date to reflect: (a) the
hypothetical earnings, expenses, gains and losses described above; (b) amounts credited pursuant to Section
6.2; and (c) distributions or withdrawals. In addition, each Account may be adjusted for its allocable share of the
hypothetical costs and expenses associated with the maintenance of the hypothetical investments provided in
Section 7.1.
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8.1

8.2

8.3

ARTICLE 8 — RIGHT TO BENEFITS

Vesting. A Participant, at all times, has a 100% nonforfeitable interest in the amounts credited to his Account
attributable to his elective deferrals made in accordance with Section 4.1.

A Participant’s right to the amounts credited to his Account attributable to Employer contributions made in
accordance with Article 5 shall be determined in accordance with the relevant schedule and provisions in
Section 7.01 of the Adoption Agreement. Upon a Separation from Service and after application of the provisions
of Section 7.01 of the Adoption Agreement, the Participant shall forfeit the nonvested portion of his Account.

Death. The Plan Sponsor may elect to accelerate vesting upon the death of the Participant in accordance with
Section 7.01(c) of the Adoption Agreement and/or to accelerate distributions upon Death in accordance with
Section 6.01(b) or Section 6.01(d) of the Adoption Agreement. If the Plan Sponsor does not elect to accelerate
distributions upon death in accordance with Section 6.01(b) or Section 6.01(d) of the Adoption Agreement, the
vested amount credited to the Participant’s Account will be paid in accordance with the provisions of Article 9.

A Participant may designate a Beneficiary or Beneficiaries, or change any prior designation of Beneficiary
or Beneficiaries in accordance with rules and procedures established by the Administrator.

A copy of the death notice or other sufficient documentation must be filed with and approved by the
Administrator. If upon the death of the Participant there is, in the opinion of the Administrator, no designated
Beneficiary for part or all of the Participant’s vested Account, such amount will be paid to his estate (such estate
shall be deemed to be the Beneficiary for purposes of the Plan) in accordance with the provisions of Article 9.

Disability. If the Plan Sponsor has elected to accelerate vesting upon the occurrence of a Disability in
accordance with Section 7.01(c) of the Adoption Agreement and/or to permit distributions upon Disability in
accordance with Section 6.01(b) or Section 6.01(d) of the Adoption Agreement, the determination of whether a
Participant has incurred a Disability shall be made by the Administrator in its sole discretion in a manner
consistent with the requirements of Code Section 409A.
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9.1

9.2

9.3

ARTICLE 9 — DISTRIBUTION OF BENEFITS

Amount of Benefits. The vested amount credited to a Participant’s Account as determined under Articles 6, 7
and 8 shall determine and constitute the basis for the value of benefits payable to the Participant under the Plan.

Method and Timing of Distributions.  Except as otherwise provided in this Article 9, distributions under the
Plan shall be made in accordance with the elections made or deemed made by the Participant under Article 4.
Subject to the provisions of Section 9.6 requiring a six month delay for certain distributions to Key Employees,
distributions following a payment event shall commence at the time specified in Section 6.01(a) of the Adoption
Agreement. If permitted by Section 6.01(g) of the Adoption Agreement, a Participant may elect, at least twelve
months before a scheduled distribution event, to delay the payment date for a minimum period of sixty months
from the originally scheduled date of payment, provided the election does not take effect for at least twelve
months from the date on which the election is made. The distribution election change must be made in
accordance with procedures and rules established by the Administrator. The Participant may, at the same time
the date of payment is deferred, change the form of payment but such change in the form of payment may not
effect an acceleration of payment in violation of Code Section 409A or the provisions of Reg. Sec. 1.409A-2(b).
For purposes of this Section 9.2, a series of installment payments is always treated as a single payment and not
as a series of separate payments.

Unforeseeable Emergency. A Participant may request a distribution due to an Unforeseeable Emergency if the
Plan Sponsor has elected to permit Unforeseeable Emergency withdrawals under Section 8.01(a) of the
Adoption Agreement. The request must be in writing and must be submitted to the Administrator along with
evidence that the circumstances constitute an Unforeseeable Emergency. The Administrator has the discretion
to require whatever evidence it deems necessary to determine whether a distribution is warranted, and may
require the Participant to certify that the need cannot be met from other sources reasonably available to the
Participant. Whether a Participant has incurred an Unforeseeable Emergency will be determined by the
Administrator on the basis of the relevant facts and circumstances in its sole discretion, but, in no event, will an
Unforeseeable Emergency be deemed to exist if the hardship can be relieved: (a) through reimbursement or
compensation by insurance or otherwise, (b) by liquidation of the Participant’s assets to the extent such
liquidation would not itself cause severe financial hardship, or
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9.4

9.5

9.6

(c) by cessation of deferrals under the Plan. A distribution due to an Unforeseeable Emergency must be limited
to the amount reasonably necessary to satisfy the emergency need and may include any amounts necessary to
pay any federal, state, foreign or local income taxes and penalties reasonably anticipated to result from the
distribution. The distribution will be made in the form of a single lump sum cash payment. If permitted by Section
8.01(b) of the Adoption Agreement, a Participant’s deferral elections for the remainder of the Plan Year will be
cancelled upon a withdrawal due to an Unforeseeable Emergency. If the payment of all or any portion of the
Participant’s vested Account is being delayed in accordance with Section 9.6 at the time he experiences an
Unforeseeable Emergency, the amount being delayed shall not be subject to the provisions of this Section 9.3
until the expiration of the six month period of delay required by section 9.6.

Payment Election Overrides. If the Plan Sponsor has elected one or more payment election overrides in
accordance with Section 6.01(d) of the Adoption Agreement, the following provisions apply. Upon the
occurrence of the first event selected by the Plan Sponsor, the remaining vested amount credited to the
Participant’s Account shall be paid in the form designated to the Participant or his Beneficiary regardless of
whether the Participant had made different elections of time and /or form of payment or whether the Participant
was receiving installment payments at the time of the event.

Cashouts Of Amounts Not Exceeding Stated Limit. If the vested amount credited to the Participant’s Account
does not exceed the limit established for this purpose by the Plan Sponsor in Section 6.01(e) of the Adoption
Agreement at the time he incurs a Separation from Service for any reason, the Employer shall distribute such
amount to the Participant at the time specified in Section 6.01(a) of the Adoption Agreement in a single lump
sum cash payment following such Separation from Service regardless of whether the Participant had made
different elections of time or form of payment as to the vested amount credited to his Account or whether the
Participant was receiving installments at the time of such termination. A Participant's Account, for purposes of
this Section 9.5, shall include any amounts described in Section 1.3.

Required Delay in Payment to Key Employees . Except as otherwise provided in this Section 9.6, a
distribution made on account of Separation from Service (or Retirement, if applicable) to a Participant who is a
Key Employee as of the date of his Separation from Service (or Retirement, if applicable) shall not be made
before the date which is six months after the Separation from Service (or Retirement, if applicable). If payments
toa

9-3




Key Employee are delayed in accordance with this Section 9.6, the payments to which the Key Employee would
otherwise have been entitled during the six month period shall be accumulated and paid in a single lump sum at
the time specified in Section 6.01(a) of the Adoption Agreement after the six month period elapses.

(a) A Participant is treated as a Key Employee if (i) he is employed by a Related Employer any of whose stock is
publicly traded on an established securities market, and (ii) he satisfies the requirements of Code Section 416(i)
(D)(A)(@), (i) or (iii), determined without regard to Code Section 416(i)(5), at any time during the twelve month
period ending on the Identification Date.

(b) A Participant who is a Key Employee on an Identification Date shall be treated as a Key Employee for
purposes of the six month delay in distributions for the twelve month period beginning on the first day of a month
no later than the fourth month following the Identification Date. The Identification Date and the effective date of
the delay in distributions shall be determined in accordance with Section 1.06 of the Adoption Agreement.

(c) The Plan Sponsor may elect to apply an alternative method to identify Participants who will be treated as Key
Employees for purposes of the six month delay in distributions if the method satisfies each of the following
requirements. The alternative method is reasonably designed to include all Key Employees, is an objectively
determinable standard providing no direct or indirect election to any Participant regarding its application, and
results in either all Key Employees or no more than 200 Key Employees being identified in the class as of any
date. Use of an alternative method that satisfies the requirements of this Section 9.6(c) will not be treated as a
change in the time and form of payment for purposes of Reg. Sec. 1.409A-2(b).

(d) The six month delay does not apply to payments described in Section 9.9(a),(b) or (d) or to payments that
occur after the death of the Participant. If the payment of all or any portion of the Participant’s vested Account is
being delayed in accordance with this Section 9.6 at the time he incurs a Disability which would otherwise
require a distribution under the terms of the Plan, no amount shall be paid until the expiration of the six month
period of delay required by this Section 9.6.
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9.7

Change in Control. If the Plan Sponsor has elected to permit distributions upon a Change in Control, the
following provisions shall apply. A distribution made upon a Change in Control will be made at the time specified
in Section 6.01(a) of the Adoption Agreement in the form elected by the Participant in accordance with the
procedures described in Article 4. Alternatively, if the Plan Sponsor has elected in accordance with Section
11.02 of the Adoption Agreement to require distributions upon a Change in Control, the Participant’s remaining
vested Account shall be paid to the Participant or the Participant’s Beneficiary at the time specified in Section
6.01(a) of the Adoption Agreement as a single lump sum payment. A Change in Control, for purposes of the
Plan, will occur upon a change in the ownership of the Plan Sponsor, a change in the effective control of the
Plan Sponsor or a change in the ownership of a substantial portion of the assets of the Plan Sponsor, but only if
elected by the Plan Sponsor in Section 11.03 of the Adoption Agreement. The Plan Sponsor, for this purpose,
includes any corporation identified in this Section 9.7. All distributions made in accordance with this Section 9.7
are subject to the provisions of Section 9.6.

If a Participant continues to make deferrals in accordance with Article 4 after he has received a distribution due
to a Change in Control, the residual amount payable to the Participant shall be paid at the time and in the form
specified in the elections he makes in accordance with Article 4 or upon his death or Disability as provided in
Article 8.

Whether a Change in Control has occurred will be determined by the Administrator in accordance with the rules

and definitions set forth in this Section 9.7. A distribution to the Participant will be treated as occurring upon a

Change in Control if the Plan Sponsor terminates the Plan in accordance with Section 10.2 and distributes the

Participant’s benefits within twelve months of a Change in Control as provided in Section 10.3.

(a) Relevant Corporations. To constitute a Change in Control for purposes of the Plan, the event must relate
to (i) the corporation for whom the Participant is performing services at the time of the Change in
Control, (ii) the corporation that is liable for the payment of the Participant’s benefits under the Plan
(or all corporations liable if more than one corporation is liable) but only if either the deferred
compensation is attributable to the performance of services by the Participant for such corporation (or
corporations) or there is a bona fide business purpose for such corporation (or corporations) to be
liable for such payment and, in either case, no significant purpose of making such corporation (or
corporations) liable for such payment is the avoidance of federal income tax, or (iii) a corporation that
is a majority shareholder of a corporation identified in (i) or (ii), or any
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(b)

(€)

corporation in a chain of corporations in which each corporation is a majority shareholder of another
corporation in the chain, ending in a corporation identified in (i) or (ii). A majority shareholder is defined as
a shareholder owning more than fifty percent (50%) of the total fair market value and voting power of such
corporation.

Stock Ownership. Code Section 318(a) applies for purposes of determining stock ownership. Stock
underlying a vested option is considered owned by the individual who owns the vested option (and the
stock underlying an unvested option is not considered owned by the individual who holds the
unvested option). If, however, a vested option is exercisable for stock that is not substantially vested
(as defined by Treasury Regulation Section 1.83-3(b) and (j)) the stock underlying the option is not
treated as owned by the individual who holds the option.

Change in the Ownership of a Corporation. A change in the ownership of a corporation occurs on the
date that any one person or more than one person acting as a group, acquires ownership of stock of
the corporation that, together with stock held by such person or group, constitutes more than fifty
percent (50%) of the total fair market value or total voting power of the stock of such corporation. If
any one person or more than one person acting as a group is considered to own more than fifty
percent (50%) of the total fair market value or total voting power of the stock of a corporation, the
acquisition of additional stock by the same person or persons is not considered to cause a change in
the ownership of the corporation (or to cause a change in the effective control of the corporation as
discussed below in Section 9.7(d)). An increase in the percentage of stock owned by any one person,
or persons acting as a group, as a result of a transaction in which the corporation acquires its stock in
exchange for property will be treated as an acquisition of stock. Section 9.7(c) applies only when there
is a transfer of stock of a corporation (or issuance of stock of a corporation) and stock in such
corporation remains outstanding after the transaction. For purposes of this Section 9.7(c), persons will
not be considered to be acting as a group solely because they purchase or own stock of the same
corporation at the same time or as a result of a public offering. Persons will, however, be considered
to be acting as a group if they are owners of a corporation that enters into a merger, consolidation,
purchase or acquisition of stock, or similar business transaction with the corporation. If a person,
including an entity, owns stock in both corporations that enter into a merger, consolidation, purchase
or acquisition of stock, or similar transaction, such shareholder is considered to be acting as a group
with other shareholders in a
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corporation only with respect to ownership in that corporation prior to the transaction giving rise to the
change and not with respect to the ownership interest in the other corporation.

(d) Change in the effective control of a corporation. A change in the effective control of a corporation
occurs on the date that either (i) any one person, or more than one person acting as a group, acquires
(or has acquired during the twelve month period ending on the date of the most recent acquisition by
such person or persons) ownership of stock of the corporation possessing thirty percent (30%) or
more of the total voting power of the stock of such corporation, or (ii) a majority of members of the
corporation’s board of directors is replaced during any twelve month period by directors whose
appointment or election is not endorsed by a majority of the members of the corporation’s board of
directors prior to the date of the appointment or election, provided that for purposes of this paragraph
(ii), the term corporation refers solely to the relevant corporation identified in Section 9.7(a) for which
no other corporation is a majority shareholder for purposes of Section 9.7(a). In the absence of an
event described in Section 9.7(d)(i) or (ii), a change in the effective control of a corporation will not
have occurred. A change in effective control may also occur in any transaction in which either of the
two corporations involved in the transaction has a change in the ownership of such corporation as
described in Section 9.7(c) or a change in the ownership of a substantial portion of the assets of such
corporation as described in Section 9.7(e). If any one person, or more than one person acting as a
group, is considered to effectively control a corporation within the meaning of this Section 9.7(d), the
acquisition of additional control of the corporation by the same person or persons is not considered to
cause a change in the effective control of the corporation or to cause a change in the ownership of the
corporation within the meaning of Section 9.7(c). For purposes of this Section 9.7(d), persons will or
will not be considered to be acting as a group in accordance with rules similar to those set forth in
Section 9.7(c) with the following exception. If a person, including an entity, owns stock in both
corporations that enter into a merger, consolidation, purchase or acquisition of stock, or similar
transaction, such shareholder is considered to be acting as a group with other shareholders in a
corporation only with respect to the ownership in that corporation prior to the transaction giving rise to
the change and not with respect to the ownership interest in the other corporation.

(e) Change in the ownership of a substantial portion of a corporation’s assets. A change in the
ownership of a substantial
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portion of a corporation’s assets occurs on the date that any one person, or more than one person acting
as a group (as determined in accordance with rules similar to those set forth in Section 9.7(d)), acquires (or
has acquired during the twelve month period ending on the date of the most recent acquisition by such
person or persons) assets from the corporation that have a total gross fair market value equal to or more
than forty percent (40%) of the total gross fair market value of all of the assets of the corporation
immediately prior to such acquisition or acquisitions. For this purpose, gross fair market value means the
value of the assets of the corporation or the value of the assets being disposed of determined without
regard to any liabilities associated with such assets. There is no Change in Control event under this
Section 9.7(e) when there is a transfer to an entity that is controlled by the shareholders of the transferring
corporation immediately after the transfer. A transfer of assets by a corporation is not treated as a change
in ownership of such assets if the assets are transferred to (i) a shareholder of the corporation
(immediately before the asset transfer) in exchange for or with respect to its stock, (i) an entity, fifty
percent (50%) or more of the total value or voting power of which is owned, directly or indirectly, by the
corporation, (iii) a person, or more than one person acting as a group, that owns, directly or indirectly, fifty
percent (50%) or more of the total value or voting power of all the outstanding stock of the corporation, or
(iv) an entity, at least fifty (50%) of the total value or voting power of which is owned, directly or indirectly,
by a person described in Section 9.7(e)(iii). For purposes of the foregoing, and except as otherwise
provided, a person’s status is determined immediately after the transfer of assets.

Permissible Delays in Payment. Distributions may be delayed beyond the date payment would otherwise
occur in accordance with the provisions of Articles 8 and 9 in any of the following circumstances as long as the
Employer treats all payments to similarly situated Participants on a reasonably consistent basis.

(@) The Employer may delay payment if it reasonably anticipates that its deduction with respect to such
payment would be limited or eliminated by the application of Code Section 162(m). Payment must be
made during the Participant’s first taxable year in which the Employer reasonably anticipates, or
should reasonably anticipate, that if the payment is made during such year the deduction of such
payment will not be barred by the application of Code Section 162(m) or during the period beginning
with the Participant’'s Separation from Service and ending on the later of the last day of the
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Employer’s taxable year in which the Participant separates from service or the 15th day of the third month
following the Participant’s Separation from Service. If a scheduled payment to a Participant is delayed in
accordance with this Section 9.8(a), all scheduled payments to the Participant that could be delayed in
accordance with this Section 9.8(a) will also be delayed.

(b) The Employer may also delay payment if it reasonably anticipates that the making of the payment will
violate federal securities laws or other applicable laws provided payment is made at the earliest date
on which the Employer reasonably anticipates that the making of the payment will not cause such
violation.

(c) The Employer reserves the right to amend the Plan to provide for a delay in payment upon such other
events and conditions as the Secretary of the Treasury may prescribe in generally applicable
guidance published in the Internal Revenue Bulletin.

Permitted Acceleration of Payment . The Employer may permit acceleration of the time or schedule of any
payment or amount scheduled to be paid pursuant to a payment under the Plan provided such acceleration
would be permitted by the provisions of Reg. Sec. 1.409A-3(j)(4), including the following events:

(@) Domestic Relations Order. A payment may be accelerated if such payment is made to an alternate
payee pursuant to and following the receipt and qualification of a domestic relations order as defined in
Code Section 414(p).

(b)  Compliance with Ethics Agreements and Legal Require  ments. A payment may be accelerated as
may be necessary to comply with ethics agreements with the Federal government or as may be
reasonably necessary to avoid the violation of Federal, state, local or foreign ethics law or conflicts of
laws, in accordance with the requirements of Code Section 409A.

(© De Minimis Amounts. A payment will be accelerated if (i) the amount of the payment is not greater than
the applicable dollar amount under Code Section 402(g)(1)(B), (ii) at the time the payment is made the
amount constitutes the Participant’s entire interest under the Plan and all other plans that are aggregated
with the Plan under Reg. Sec. 1.409A-1(c)(2).

(d) FICA Tax. A payment may be accelerated to the extent required to pay the Federal Insurance
Contributions Act tax imposed under
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(e)

(f)

@

Code Sections 3101, 3121(a) and 3121(v)(2) of the Code with respect to compensation deferred under
the Plan (the “FICA Amount”). Additionally, a payment may be accelerated to pay the income tax on
wages imposed under Code Section 3401 of the Code on the FICA Amount and to pay the additional
income tax at source on wages attributable to the pyramiding Code Section 3401 wages and taxes. The
total payment under this subsection (d) may not exceed the aggregate of the FICA Amount and the
income tax withholding related to the FICA Amount.

Section 409A Additional Tax. A payment may be accelerated if the Plan fails to meet the requirements
of Code Section 409A,; provided that such payment may not exceed the amount required to be included in
income as a result of the failure to comply with the requirements of Code Section 409A.

Offset. A payment may be accelerated in the Employer’s discretion as satisfaction of a debt of the
Participant to the Employer, where such debt is incurred in the ordinary course of the service relationship
between the Participant and the Employer, the entire amount of the reduction in any of the Employer’s
taxable years does not exceed $5,000, and the reduction is made at the same time and in the same
amount as the debt otherwise would have been due and collected from the Participant.

Other Events. A payment may be accelerated in the Administrator’s discretion in connection with such
other events and conditions as permitted by Code Section 409A.




10.1

10.2

10.3

ARTICLE 10 - AMENDMENT AND TERMINATION

Amendment by Plan Sponsor. The Plan Sponsor reserves the right to amend the Plan (for itself and each
Employer) through action of its Board of Directors (or the Board’s designee). No amendment can directly or
indirectly deprive any current or former Participant or Beneficiary of all or any portion of his Account which had
accrued and vested prior to the amendment.

Plan Termination Following Change in Control or Cor  porate Dissolution. If so elected by the Plan Sponsor
in 11.01 of the Adoption Agreement, the Plan Sponsor reserves the right to terminate the Plan and distribute all
amounts credited to all Participant Accounts within the 30 days preceding or the twelve months following a
Change in Control as determined in accordance with the rules set forth in Section 9.7. For this purpose, the Plan
will be treated as terminated only if all agreements, methods, programs and other arrangements sponsored by
the Related Employer immediately after the Change in Control which are treated as a single plan under Reg.
Sec. 1.409A-1(c)(2) are also terminated so that all participants under the Plan and all similar arrangements are
required to receive all amounts deferred under the terminated arrangements within twelve months of the date
the Plan Sponsor irrevocably takes all necessary action to terminate the arrangements. In addition, the Plan
Sponsor reserves the right to terminate the Plan within twelve months of a corporate dissolution taxed under
Code Section 331 or with the approval of a bankruptcy court pursuant to 11 U. S. C. Section 503(b)(1)(A)
provided that amounts deferred under the Plan are included in the gross incomes of Participants in the latest of
(a) the calendar year in which the termination and liquidation occurs, (b) the first calendar year in which the
amount is no longer subject to a substantial risk of forfeiture, or (c) the first calendar year in which payment is
administratively practicable.

Other Plan Terminations. The Plan Sponsor retains the discretion to terminate the Plan if (a) all arrangements
sponsored by the Plan Sponsor that would be aggregated with any terminated arrangement under Code Section
409A and Reg. Sec. 1.409A-1(c)(2) are terminated, (b) no payments other than payments that would be payable
under the terms of the arrangements if the termination had not occurred are made within twelve months of the
termination of the arrangements, (c) all payments are made within twenty-four months of the date the Plan
Sponsor takes all necessary action to irrevocably terminate and liquidate the arrangements, (d) the Plan
Sponsor does not adopt a new arrangement that would be aggregated with any terminated arrangement under
Code Section 409A and the regulations thereunder at any time within the three year period
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following the date of termination of the arrangement, and (e) the termination does not occur proximate to a
downturn in the financial health of the Plan sponsor. The Plan Sponsor also reserves the right to amend the Plan
to provide that termination of the Plan will occur under such conditions and events as may be prescribed by the
Secretary of the Treasury in generally applicable guidance published in the Internal Revenue Bulletin.




111

11.2

11.3

ARTICLE 11 - THE TRUST

Establishment of Trust. The Plan Sponsor may but is not required to establish a trust to hold amounts which
the Plan Sponsor may contribute from time to time to correspond to some or all amounts credited to Participants
under Section 6.2. In the event that the Plan Sponsor wishes to establish a trust to provide a source of funds for
the payment of Plan benefits, any such trust shall be constructed to constitute an unfunded arrangement that
does not affect the status of the Plan as an unfunded plan for purposes of Title | of ERISA and the Code. If the
Plan Sponsor elects to establish a trust in accordance with Section 10.01 of the Adoption Agreement, the
provisions of Sections 11.2 and 11.3 shall become operative.

Rabbi Trust. Any trust established by the Plan Sponsor shall be between the Plan Sponsor and a trustee
pursuant to a separate written agreement under which assets are held, administered and managed, subject to
the claims of the Plan Sponsor’s creditors in the event of the Plan Sponsor’s insolvency. The trust is intended to
be treated as a rabbi trust in accordance with existing guidance of the Internal Revenue Service, and the
establishment of the trust shall not cause the Participant to realize current income on amounts contributed
thereto. The Plan Sponsor must notify the trustee in the event of a bankruptcy or insolvency.

Investment of Trust Funds.  Any amounts contributed to the trust by the Plan Sponsor shall be invested by the
trustee in accordance with the provisions of the trust and the instructions of the Administrator. Trust investments
need not reflect the hypothetical investments selected by Participants under Section 7.1 for the purpose of
adjusting Accounts and the earnings or investment results of the trust need not affect the hypothetical
investment adjustments to Participant Accounts under the Plan.




ARTICLE 12 — PLAN ADMINISTRATION

12.1 Powers and Responsibilities of the Administrator. The Administrator has the full power and the full
responsibility to administer the Plan in all of its details, subject, however, to the applicable requirements of
ERISA. The Administrator's powers and responsibilities include, but are not limited to, the following:

@)

(b)

(€)
(d)
(e)

(f)
)
(h)
()

1)

To make and enforce such rules and procedures as it deems necessary or proper for the efficient
administration of the Plan;

To interpret the Plan, its interpretation thereof to be final, except as provided in Section 12.2, on all
persons claiming benefits under the Plan;

To decide all questions concerning the Plan and the eligibility of any person to participate in the Plan;
To administer the claims and review procedures specified in Section 12.2;

To compute the amount of benefits which will be payable to any Participant, former Participant or
Beneficiary in accordance with the provisions of the Plan;

To determine the person or persons to whom such benefits will be paid;
To authorize the payment of benefits;
To comply with the reporting and disclosure requirements of Part 1 of Subtitle B of Title | of ERISA;

To appoint such agents, counsel, accountants, and consultants as may be required to assist in
administering the Plan;

By written instrument, to allocate and delegate its responsibilities, including the formation of an
Administrative Committee to administer the Plan.
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12.2 Claims and Review Procedures.

@)

(b)

Claims Procedure.

If any person believes he is being denied any rights or benefits under the Plan, such person may file a
claim in writing with the Administrator. If any such claim is wholly or partially denied, the Administrator will
notify such person of its decision in writing. Such notification will contain (i) specific reasons for the denial,
(i) specific reference to pertinent Plan provisions, (iii) a description of any additional material or
information necessary for such person to perfect such claim and an explanation of why such material or
information is necessary, and (iv) a description of the Plan’s review procedures and the time limits
applicable to such procedures, including a statement of the person’s right to bring a civil action following
an adverse decision on review. Such notification will be given within 90 days (45 days in the case of a
claim regarding Disability) after the claim is received by the Administrator. The Administrator may extend
the period for providing the notification by 90 days (30 days in the case of a claim regarding Disability) if
special circumstances require an extension of time for processing the claim and if written notice of such
extension and circumstance is given to such person within the initial 90 day period (45 day period in the
case of a claim regarding Disability). If such notification is not given within such period, the claim will be
considered denied as of the last day of such period and such person may request a review of his claim.

Review Procedure.

Within 60 days (180 days in the case of a claim regarding Disability) after the date on which a person
receives a written notification of denial of claim (or, if written notification is not provided, within 60 days
(180 days in the case of a claim regarding Disability) of the date denial is considered to have occurred),
such person (or his duly authorized representative) may (i) file a written request with the Administrator for
a review of his denied claim and of pertinent documents and (ii) submit written issues and comments to
the Administrator. The Administrator will notify such person of its decision in writing. Such notification will
be written in a manner calculated to be understood by such person and will contain specific reasons for
the decision as well as specific references to pertinent Plan provisions. The notification will explain that
the
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(€)

person is entitled to receive, upon request and free of charge, reasonable access to and copies of all
pertinent documents and has the right to bring a civil action following an adverse decision on review. The
decision on review will be made within 60 days (45 days in the case of a claim regarding Disability). The
Administrator may extend the period for making the decision on review by 60 days (45 days in the case of
a claim regarding Disability) if special circumstances require an extension of time for processing the
request such as an election by the Administrator to hold a hearing, and if written notice of such extension
and circumstances is given to such person within the initial 60-day period (45 days in the case of a claim
regarding Disability). If the decision on review is not made within such period, the claim will be considered
denied.

Exhaustion of Claims Procedures and Right to Bring Legal Claim
No action at law or equity shall be brought more than one (1) year after the Administrator’s affirmation of

a denial of a claim, or, if earlier, more than four (4) years after the facts or events giving rising to the
claimant’s allegation(s) or claim(s) first occurred.

Plan Administrative Costs. All reasonable costs and expenses (including legal, accounting, and employee
communication fees) incurred by the Administrator in administering the Plan shall be paid by the Plan to the
extent not paid by the Employer.
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13.2

13.3

13.4

135

ARTICLE 13 — MISCELLANEOUS

Unsecured General Creditor of the Employer.  Participants and their Beneficiaries, heirs, successors and
assigns shall have no legal or equitable rights, interests or claims in any property or assets of the Employer. For
purposes of the payment of benefits under the Plan, any and all of the Employer’s assets shall be, and shall
remain, the general, unpledged, unrestricted assets of the Employer. Each Employer's obligation under the Plan
shall be merely that of an unfunded and unsecured promise to pay money in the future.

Employer’s Liability . Each Employer’s liability for the payment of benefits under the Plan shall be defined only
by the Plan and by the deferral agreements entered into between a Participant and the Employer. An Employer
shall have no obligation or liability to a Participant under the Plan except as provided by the Plan and a deferral
agreement or agreements. An Employer shall have no liability to Participants employed by other Employers.

Limitation of Rights . Neither the establishment of the Plan, nor any amendment thereof, nor the creation of
any fund or account, nor the payment of any benefits, will be construed as giving to the Participant or any other
person any legal or equitable right against the Employer, the Plan or the Administrator, except as provided
herein; and in no event will the terms of employment or service of the Participant be modified or in any way
affected hereby.

Anti-Assignment . Except as may be necessary to fulfill a domestic relations order within the meaning of Code
Section 414(p), none of the benefits or rights of a Participant or any Beneficiary of a Participant shall be subject
to the claim of any creditor. In particular, to the fullest extent permitted by law, all such benefits and rights shall
be free from attachment, garnishment, or any other legal or equitable process available to any creditor of the
Participant and his or her Beneficiary. Neither the Participant nor his or her Beneficiary shall have the right to
alienate, anticipate, commute, pledge, encumber, or assign any of the payments which he or she may expect to
receive, contingently or otherwise, under the Plan, except the right to designate a Beneficiary to receive death
benefits provided hereunder. Notwithstanding the preceding, the benefit payable from a Participant’s Account
may be reduced, at the discretion of the administrator, to satisfy any debt or liability to the Employer.

Facility of Payment . If the Administrator determines, on the basis of medical reports or other evidence
satisfactory to the Administrator, that the recipient of
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13.6

13.7

13.8

any benefit payments under the Plan is incapable of handling his affairs by reason of minority, iliness, infirmity or
other incapacity, the Administrator may direct the Employer to disburse such payments to a person or institution
designated by a court which has jurisdiction over such recipient or a person or institution otherwise having the
legal authority under State law for the care and control of such recipient. The receipt by such person or
institution of any such payments therefore, and any such payment to the extent thereof, shall discharge the
liability of the Employer, the Plan and the Administrator for the payment of benefits hereunder to such recipient.

Notices. Any notice or other communication to the Employer or Administrator in connection with the Plan shall
be deemed delivered in writing if addressed to the Plan Sponsor at the address specified in Section 1.03 of the
Adoption Agreement and if either actually delivered at said address or, in the case or a letter, 5 business days
shall have elapsed after the same shall have been deposited in the United States mails, first-class postage
prepaid and registered or certified.

Tax Withholding . If the Employer concludes that tax is owing with respect to any deferral or payment
hereunder, the Employer shall withhold such amounts from any payments due the Participant or from amounts
deferred, as permitted by law, or otherwise make appropriate arrangements with the Participant or his
Beneficiary for satisfaction of such obligation. Tax, for purposes of this Section 13.7 means any federal, state,
local or any other governmental income tax, employment or payroll tax, excise tax, or any other tax or
assessment owing with respect to amounts deferred, any earnings thereon, and any payments made to
Participants under the Plan.

Indemnification. (a) Each Indemnitee (as defined in Section 13.8(e)) shall be indemnified and held harmless by
the Employer for all actions taken by him and for all failures to take action (regardless of the date of any such
action or failure to take action), to the fullest extent permitted by the law of the jurisdiction in which the Employer
is incorporated, against all expense, liability, and loss (including, without limitation, attorneys' fees, judgments,
fines, taxes, penalties, and amounts paid or to be paid in settlement) reasonably incurred or suffered by the
Indemnitee in connection with any Proceeding (as defined in Subsection (e)). No indemnification pursuant to this
Section shall be made, however, in any case where (1) the act or failure to act giving rise to the claim for
indemnification is determined by a court to have constituted willful misconduct or recklessness or (2) there is a
settlement to which the Employer does not consent.

(b) The right to indemnification provided in this Section shall include the right to have the expenses incurred by
the Indemnitee in defending any Proceeding paid by the Employer in advance of the final disposition of the
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13.10

13.11

Proceeding, to the fullest extent permitted by the law of the jurisdiction in which the Employer is incorporated,;
provided that, if such law requires, the payment of such expenses incurred by the Indemnitee in advance of the
final disposition of a Proceeding shall be made only on delivery to the Employer of an undertaking, by or on
behalf of the Indemnitee, to repay all amounts so advanced without interest if it shall ultimately be determined
that the Indemnitee is not entitled to be indemnified under this Section or otherwise.

(c) Indemnification pursuant to this Section shall continue as to an Indemnitee who has ceased to be such and

shall inure to the benefit of his heirs, executors, and administrators. The Employer agrees that the undertakings
made in this Section shall be binding on its successors or assigns and shall survive the termination, amendment
or restatement of the Plan.

(d) The foregoing right to indemnification shall be in addition to such other rights as the Indemnitee may enjoy
as a matter of law or by reason of insurance coverage of any kind and is in addition to and not in lieu of any
rights to indemnification to which the Indemnitee may be entitled pursuant to the by-laws of the Employer.

(e) For the purposes of this Section, the following definitions shall apply:

(1) "Indemnitee" shall mean each person serving as an Administrator (or any other person who is an employee,
director, or officer of the Employer) who was or is a party to, or is threatened to be made a party to, or is
otherwise involved in, any Proceeding, by reason of the fact that he is or was performing administrative functions
under the Plan.

(2) "Proceeding" shall mean any threatened, pending, or completed action, suit, or proceeding (including,
without limitation, an action, suit, or proceeding by or in the right of the Employer), whether civil, criminal,
administrative, investigative, or through arbitration.

Successors . The provisions of the Plan shall bind and inure to the benefit of the Plan Sponsor, the Employer
and their successors and assigns and the Participant and the Participant’s designated Beneficiaries.

Disclaimer. It is the Plan Sponsor’s intention that the Plan comply with the requirements of Code Section 409A.
Neither the Plan Sponsor nor the Employer shall have any liability to any Participant should any provision of the
Plan fail to satisfy the requirements of Code Section 409A.

Governing Law . The Plan will be construed, administered and enforced according to the laws of the State
specified by the Plan Sponsor in Section 12.01 of the Adoption Agreement.
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1.01

1.02

1.03

Exhibit 10.27

ADOPTION AGREEMENT

PREAMBLE
By the execution of this Adoption Agreement the Plan Sponsor
hereby [complete (a) or (b)]

€) adopts a new plan as of January 1, 2014 [month, day, year]

(o) O amends and restates its existing plan as of [month, day, year] which is the Amendment Restatement
Date. Except as otherwise provided in Appendix A, all amounts deferred under the Plan prior to the Amendment
Restatement Date shall be governed by the terms of the Plan as in effect on the day before the Amendment
Restatement Date.

Original Effective Date: [month, day, year]

Pre-409A Grandfathering: [0 Yes [O No

PLAN

Plan Name: VMware, Inc. Non-Qualified Deferred Compensation Plan
Plan Year: Year ending December 31

PLAN SPONSOR

Name: VMware, Inc.

Mailing Address: 3401 Hillview Avenue, Palo Alto, CA 94304

Physical Address: 900 Arastradero Road, Building C, Palo Alto, CA 94304
Phone # : 650-427-4361

EIN: 94-3292913

Fiscal Yr: Year ending December 31

Is stock of the Plan Sponsor, any Employer or any Related Employer publicly traded on an established securities market?

Yes O No




1.04 EMPLOYER

1.05

1.06

The following entities, in addition to the Plan Sponsor, have been authorized by the Plan Sponsor to participate in and
have adopted the Plan (insert “Not Applicable” if none have been authorized):

Entity Publicly Traded on Est. Securities Market

Yes No

Nicira, Inc. O
O O

O O

O O

O O

O O

ADMINISTRATOR

The Plan Sponsor has designated the following party or parties to be responsible for the administration of the Plan:

Name: Persons delegated authority by the Compensation & Corporate Governance Committee

Address:

Note : The Administrator is the person or persons designated by the Plan Sponsor to be responsible for the administration
of the Plan. Neither Fidelity Employer Services Company nor any other Fidelity affiliate can be the Administrator.

KEY EMPLOYEE DETERMINATION DATES

The Employer has designated December 31 as the Identification Date for purposes of determining Key Employees.
In the absence of a designation, the Identification Date is December 31.

The Employer has designated April 1 as the effective date for purposes of applying the six month delay in distributions to
Key Employees.

In the absence of a designation, the effective date is the first day of the fourth month following the Identification Date.
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2.01 PARTICIPATION

(@ Employees [complete (i), (ii) or (iii)]
® Eligible Employees are selected by the Employer.

@y 0O Eligible Employees are those employees of the Employer who satisfy the following
criteria:

@ O Employees are not eligible to participate.
(b) Directors [complete (i), (ii) or (iii)]
@ ad All Directors are eligible to participate.
@y 0O Only Directors selected by the Employer are eligible to participate.

(iii) Directors are not eligible to participate.




3.01 COMPENSATION

For purposes of determining Participant contributions under Article 4 and Employer contributions under Article 5,
Compensation shall be defined in the following manner [complete (a) or (b) and select (c) and/or (d), if applicable]:

(a) Compensation is defined as:
Base Salary, Semi-Annual Bonus and Commissions

() 0O Compensation as defined in [insert name of qualified plan] without regard to
the limitation in Section 401(a)(17) of the Code for such Plan Year.

(c) O Director Compensation is defined as:

(@ O Compensation shall, for all Plan purposes, be limited to $

(e) O Not Applicable.

3.02 BONUSES

Compensation, as defined in Section 3.01 of the Adoption Agreement, includes the following type of bonuses that will be
the subject of a separate deferral election:

Will be treated as Performance

Type Based Compensation
Yes No
Semi-Annual Bonus

OO oO0oogo O
O o0Ooag

O Not Applicable.




4.01 PARTICIPANT CONTRIBUTIONS

If Participant contributions are permitted, complete (a), (b), and (c). Otherwise

complete (d).

@)

Amount of Deferrals

A Participant may elect within the period specified in Section 4.01(b) of the Adoption Agreement to defer the

following amounts of remuneration. For each type of remuneration listed, complete “dollar amount” and / or

“percentage amount”.

(i) Compensation Other than Bonuses [do not complete if you complete (iii)]

Dollar Amount % Amount
Type of Remuneration Min Max Min Max Increme
(a) Base Salary 5% 75% 1%
(b) Commissions 5% 100% 1%
(©)

Note: The increment is required to determine the permissible deferral amounts. For example, a minimum of 0% and

maximum of 20% with a 5% increment would allow an individual to defer 0%, 5%, 10%, 15% or 20%.

(i) Bonuses [do not complete if you complete (iii)]

Dollar Amount % Amount
Type of Bonus Min Max Min Max Increme
(a) Semi-Annual Bonus 5% 100% 1%
(b)
(©)
(iii) Compensation [do not complete if you completed (i) and (ii)]
Dollar Amount % Amount
Min Max Min Max Increment
(iv) Director Compensation
Dollar Amount % Amount
Type of Compensation Min Max Min Max Increme

Annual Retainer

Meeting Fees

Other:

Other:




(b)

(©

(d)

Election Period
(i) Performance Based Compensation

A special election period

O Does Does Not

apply to each eligible type of performance based compensation referenced in Section 3.02 of the Adoption
Agreement.

The special election period, if applicable, will be determined by the Employer.
(i) Newly Eligible Participants

An employee who is classified or designated as an Eligible Employee during a Plan Year

May O May Not

elect to defer Compensation earned during the remainder of the Plan Year by completing a deferral agreement
within the 30 day period beginning on the date he is eligible to participate in the Plan.

Revocation of Deferral Agreement
A Participant’s deferral agreement

will

O  Will Not
be cancelled for the remainder of any Plan Year during which he receives a hardship distribution of elective
deferrals from a qualified cash or deferred arrangement maintained by the Employer to the extent necessary to
satisfy the requirements of Reg. Sec. 1.401(k)-1(d)(3). If cancellation occurs, the Participant may resume
participation in accordance with Article 4 of the Plan.

No Participant Contributions

O Participant contributions are not permitted under the Plan.
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5.01

EMPLOYER CONTRIBUTIONS

If Employer contributions are permitted, complete (a) and/or (b). Otherwise
complete (c).

@)

Matching Contributions

(i)

(ii)

Amount

For each Plan Year, the Employer shall make a Matching Contribution on behalf of each Participant who defers
Compensation for the Plan Year and satisfies the requirements of Section 5.01(a)(ii) of the Adoption Agreement
equal to [complete the ones that are applicable]:

A 0O [insert percentage] of the Compensation the Participant has elected to defer for the Plan
Year

(B) An amount determined by the Employer in its sole discretion

(© 0O Matching Contributions for each Participant shall be limited to $ and/or % of
Compensation.

(D) 0O Other:

() O Not Applicable [Proceed to Section 5.01(b)]
Eligibility for Matching Contribution

A Participant who defers Compensation for the Plan Year shall receive an allocation of Matching Contributions
determined in accordance with Section 5.01(a)(i) provided he satisfies the following requirements [complete the
ones that are applicable]:

(A) O Describe requirements:

(B) Is selected by the Employer in its sole discretion to receive an allocation of
Matching Contributions

© O No requirements




(iiif) Time of Allocation

Matching Contributions, if made, shall be treated as allocated [select one]:

A O As of the last day of the Plan Year

(B) At such times as the Employer shall determine in it sole discretion

© O At the time the Compensation on account of which the Matching
Contribution is being made would otherwise have been paid to the
Participant

(D) 0O Other:

(b) Other Contributions
(i) Amount

The Employer shall make a contribution on behalf of each Participant who satisfies the requirements of Section
5.01(b)(ii) equal to [complete the ones that are applicable]:

(A) O An amountequalto ____ [insert number] % of the Participant’s
Compensation

(B) An amount determined by the Employer in its sole discretion

(© O Contributions for each Participant shall be limitedto $

(D) O Other:

() O Not Applicable [Proceed to Section 6.01]




(ii) Eligibility for Other Contributions

A Participant shall receive an allocation of other Employer contributions determined in accordance with Section
5.01(b)(i) for the Plan Year if he satisfies the following requirements [complete the one that is applicable]:

A O Describe requirements:

B Is selected by the Employer in its sole discretion to receive an
y ploy
allocation of other Employer contributions

© O No requirements
(iii) Time of Allocation

Employer contributions, if made, shall be treated as allocated [select one]:

A O As of the last day of the Plan Year

(B) At such time or times as the Employer shall determine in its sole
discretion

© O Other:

(c) No Employer Contributions

O Employer contributions are not permitted under the Plan.
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6.01

DISTRIBUTIONS

The timing and form of payment of distributions made from the Participant’s vested Account shall be made in accordance
with the elections made in this Section 6.01 of the Adoption Agreement except when Section 9.6 of the Plan requires a six
month delay for certain distributions to Key Employees of publicly traded companies.

(a) Timing of Distributions

0] All distributions shall commence in accordance with the following [choose one]:
(A) O As soon as administratively feasible following the distribution event but in no event later tha
prescribed by Treas. Reg. Sec. 1.409A-3(d).
(B) O Monthly on specified day [insert day]
© O Semi-Annually on specified month and day (January 1 or July 1) [insert month and day]
(D) Calendar quarter on specified month and day [ 1 £ month of quarter (insert 1,2 or 3); 1=

day (insert day)]

(ii) The timing of distributions as determined in Section 6.01(a)(i) shall be modified by the adoption of:

(A) Event Delay — Distribution events other than those based on Specified Date or Specified A(
treated as not having occurred for six (6) months [insert number of months].

(B) O Hold Until Next Year — Distribution events other than those based on Specified Date or Spe
will be treated as not having occurred for twelve months from the date of the event if payme
pursuant to Section 6.01(a)(i) will thereby occur in the next calendar year or on the first pay
in the next calendar year in all other cases.

<o Immediate Processing — The timing method selected by the Plan Sponsor under Section 6.
shall be overridden for the following distribution events [insert events]:

(D) O Not applicable.
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(b) Distribution Events

Participants may elect the following payment events and the associated form or forms of payment. If multiple events

are selected, the earliest to occur will trigger payment. For installments, insert the range of available periods (e.g., 5-
15) or insert the periods available (e.g., 5,7,9).

Lump Sum Installments
0] Specified Date X

5,11 or 15 years

@ 0O Specified Age

years
(iii) Separation from Service X 5,11 or 15 years
(ivy, 0O Separation from Service plus 6 months years
(v) O Separation from Service plus months [not to ____ years
exceed months]
(viy 0O Retirement years
(vip O Retirement plus 6 months years
(vii) O  Retirement plus months [not to exceed _____years
months]
(ix) O Disability years
x)d Death years
(xi)y O Change in Control years

The minimum deferral period for Specified Date or Specified Age event shall be three (3) years.

Installments may be paid [select each that applies]

O Monthly
O Quarterly
Annually

(c) Specified Date and Specified Age elections may not extend beyond age Not Applicable [insert age or “Not Applicable”
if no maximum age applies].
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(d) Payment Election Override

Payment of the remaining vested balance of the Participant's Account will automatically occur at the time specified in
Section 6.01(a) of the Adoption Agreement in the form indicated upon the earliest to occur of the following events
[check each event that applies and for each event include only a single form of payment]:

EVENTS FORM OF PAYMENT
O  Separation from Service Lump sum Installments
O Sepa_lration from _

Service before Retirement Lump sum Installments
Death X Lump sum Installments
Disability X Lump sum Installments
O  Not Applicable

(e) Involuntary Cashouts

If the Participant’s vested Account at the time of his Separation from Service does not exceed $
50,000 distribution of the vested Account shall automatically be made in the form of a single lump

————

sum in accordance with Section 9.5 of the Plan.
O There are no involuntary cashouts.

() Retirement

O Retirement shall be defined as a Separation from Service that occurs on or after
the Participant [insert description of requirements]:

No special definition of Retirement applies.
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(g) Distribution Election Change

A Participant

Shall

O  Shall Not
be permitted to modify a scheduled distribution date and/or payment option in accordance with Section 9.2 of the Plan.
A Participant shall generally be permitted to elect such modification two (2) number of times.
Administratively, allowable distribution events will be modified to reflect all options necessary to fulfill the distribution
change election provision.

(h) Frequency of Elections
The Plan Sponsor

Has

O Has Not
Elected to permit annual elections of a time and form of payment for amounts deferred under the Plan. If a single

election of a time and/or form of payment is required, the Participant will make such election at the time he first
completes a deferral agreement which, in all cases, will be no later than the time required by Reg. Sec. 1.409A-2.
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7.01 VESTING
(a) Matching Contributions

The Participant’s vested interest in the amount credited to his Account attributable to Matching Contributions shall be
based on the following schedule:

O Years of Service Vesting %
0 (insert *100’ if there is immediate vesting)
1
2
3
4
5
6
7
8
9
Other:

As determined by the Administrator

O Class year vesting applies.

O Not applicable.

(b) Other Employer Contributions

The Participant’s vested interest in the amount credited to his Account attributable to Employer contributions other than
Matching Contributions shall be based on the following schedule:
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Years of Service Vesting %
0

© 00 N o 0o b~ W DN PP

Other:
As determined by the Administrator

Class year vesting applies.

Not applicable.
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(c) Acceleration of Vesting

A Participant’s vested interest in his Account will automatically be 100% upon the occurrence of the following events:
[select the ones that are applicable]:

H O Death

iy O Disability

@iy 0O Change in Control

(iv), O Eligibility for Retirement

(V) Other: As determined by the Administrator
(viy O Not applicable.

(d) Years of Service

(i) A Participant’s Years of Service shall include all service performed for the Employer and

O Shall
Shall Not

include service performed for the Related Employer.
(i)  Years of Service shall also include service performed for the following entities:

(iif) Years of Service shall be determined in accordance with (select one)

A) O The elapsed time method in Treas. Reg. Sec. 1.410(a)-7
(B) 0O The general method in DOL Reg. Sec. 2530.200b-1 through b-4

© O The Participant’s Years of Service credited under [insert name of plan]

(D) Other: As determined by the Administrator
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(iv) O Not applicable.
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8.01 UNFORESEEABLE EMERGENCY

(@) A withdrawal due to an Unforeseeable Emergency as defined in Section 2.24:

will
O Will Not [if Unforeseeable Emergency withdrawals are not permitted, proceed to Section
9.01]
be allowed.

(b) Upon a withdrawal due to an Unforeseeable Emergency, a Participant’s deferral election for the remainder of the

Plan Year:
Will
O Will Not

be cancelled. If cancellation occurs, the Participant may resume participation in accordance with Article 4 of the
Plan.
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9.01 INVESTMENT DECISIONS

Investment decisions regarding the hypothetical amounts credited to a Participant’s Account shall be made by [select one]:

€) The Participant or his Beneficiary

(b) O The Employer
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10.01 TRUST

The Employer [select one]:

Does
O Does Not

intend to establish a rabbi trust as provided in Article 11 of the Plan.
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11.01 TERMINATION UPON CHANGE IN CONTROL

11.02

11.03

The Plan Sponsor

O

Reserves
Does Not Reserve

the right to terminate the Plan and distribute all vested amounts credited to Participant Accounts upon a Change in Control
as described in Section 9.7.

AUTOMATIC DISTRIBUTION UPON CHANGE IN CONTROL

Distribution of the remaining vested balance of each Participant’s Account

O Shall

Shall Not

automatically be paid as a lump sum payment upon the occurrence of a Change in  Control as provided in Section 9.7.

CHANGE IN CONTROL

A Change in Control for Plan purposes includes the following [select each definition that applies]:

(@)
(b)
©
(@ 0O

A change in the ownership of the Employer as described in Section 9.7(c) of the Plan.
A change in the effective control of the Employer as described in Section 9.7(d) of the Plan.

A change in the ownership of a substantial portion of the assets of the Employer as described in Section 9.7
(e) of the Plan.

Not Applicable.
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12.01 GOVERNING STATE LAW

The laws of California shall apply in the administration of the Plan to the extent not preempted by ERISA.
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EXECUTION PAGE

The Plan Sponsor has caused this Adoption Agreement to be executed this 1st day of October, 2013.

PLAN SPONSOR: /s/ Denise Devlin

By: Denise Devlin

Title: VP Total Rewards
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APPENDIX A
SPECIAL EFFECTIVE DATES

Not Applicable
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Exhibit 31.1

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

I, Patrick P. Gelsinger, certify that:
1. I have reviewed this quarterly report on Fo@rQlof VMware, Inc.

2. Based on my knowledge, this report does natabemny untrue statement of a material fact ot énstate a material fact necessary to make the
statements made, in light of the circumstancesmwtieh such statements were made, not misleaditigrespect to the period covered by this rej

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and ciaivs of the registrant as of, and for, the pesipdesented in this report;

4.  The registrant’s other certifying officer(s)dainare responsible for establishing and maintginiisclosure controls and procedures (as defined in
Exchange Act Rules13a-15(e) and 15d-15(e)) andnateontrol over financial reporting (as definaddxchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoitge designed under our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidfist report is being prepared;

b.  Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance riaggtfte reliability of financial reporting and tpeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c.  Evaluated the effectiveness of the registratisslosure controls and procedures and presenttisi report our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thegstegit’s internal control over financial reportitigait occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal geaiin the case of an annual report) that has madi{eaffected, or is reasonably likely to matelyal
affect, the registrant’s internal control over fic#l reporting; and

5.  The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent e@iuaf internal control over financial reportintg, the
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons periiog the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are reasonably
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finandietmation; and

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

Date: November 7, 2013 By: /s/ Patrick P. Gelsinger

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




Exhibit 31.2

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

I, Jonathan C. Chadwick, certify that:
1. I have reviewed this quarterly report on Fo@rQlof VMware, Inc.

2. Based on my knowledge, this report does natabemny untrue statement of a material fact ot énstate a material fact necessary to make the
statements made, in light of the circumstancesmwtieh such statements were made, not misleaditigrespect to the period covered by this rej

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and ciaivs of the registrant as of, and for, the pesipdesented in this report;

4.  The registrant’s other certifying officer(s)dainare responsible for establishing and maintginiisclosure controls and procedures (as defined in
Exchange Act Rules13a-15(e) and 15d-15(e)) andnateontrol over financial reporting (as definaddxchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoitge designed under our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidfist report is being prepared;

b.  Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance riaggtfte reliability of financial reporting and tpeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c.  Evaluated the effectiveness of the registratisslosure controls and procedures and presenttisi report our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thegstegit’s internal control over financial reportitigait occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal geaiin the case of an annual report) that has madi{eaffected, or is reasonably likely to matelyal
affect, the registrant’s internal control over fic#l reporting; and

5.  The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent e@iuaf internal control over financial reportintg, the
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons periiog the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are reasonably
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finandietmation; and

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

Date: November 7, 2013 By: /s/ Jonathan C. Chadwick

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




Exhibit 32.1

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

I, Patrick P. Gelsinger, certify pursuant to 18 \@.SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002, that, to my
knowledge, the Quarterly Report of VMware, Inc.Fesrm 10-Q for the fiscal quarter ended SeptembeRB03 fully complies with the requirements of

Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and the information contained in suchmi@0-Q fairly presents, in all material respetis,
financial condition and results of operations of Whte, Inc.

Date: November 7, 2013 By: /s/ Patrick P. Gelsinger

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




Exhibit 32.2

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

I, Jonathan C. Chadwick, certify pursuant to 18.0.Section 1350, as adopted pursuant to Secti6roBthe Sarbane®xley Act of 2002, that, to n
knowledge, the Quarterly Report of VMware, Inc.Farm 10-Q for the fiscal quarter ended SeptembeRB03 fully complies with the requirements of

Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and the information contained in suchi@0-Q fairly presents, in all material respetis,
financial condition and results of operations of Whte, Inc.

Date: November 7, 2013 By: /s/ Jonathan C. Chadwick

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




