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UNDER
THE SECURITIES ACT OF 1933
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DELAWARE 7372 94-32929132
(State or other jurisdiction of (Primary Standard Industrial (I.LR.S. Employer
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Copies to:
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Skadden, Arps, Slate, Meagher & Flom LLP EMC Corporation
One Beacon Street 176 South Street
Boston, Massachusetts 02108 Hopkinton, Massachusetts 01748
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Approximate date of commencement of proposed sale the public: ~ As soon as practicable after this RegistraBtatement becomes effective.

If any of the securities being registered on tlosnfrare to be offered in connection with the foriorabf a holding company and there is compliandd W@eneral Instruction G, check
the following box: O

If this Form is filed to register additional sedigs for an offering pursuant to Rule 462(b) untther Securities Act, check the following box and fiee Securities Act registration
statement number of the earlier effective registrastatement for the same offering

If this Form is a post-effective amendment filedguant to Rule 462(d) under the Securities Actckhie following box and list the Securities Acgisration statement number of the
earlier effective registration statement for thmeaffering. O

CALCULATION OF REGISTRATION FEE

Proposed Maximurnr Amount of

Proposed Maximurr Registration Fee

Title of Each Class of Amount to be Offering Price Per Aggregate Offering )

Securities to be Registered Registered Share Price 2
Options to purchase Class A Common Stock, par &k per share 9.225,0001-2 N/A $ 221.400,002) $ 6,796.9(3)
Restricted Class A Common Stock 4.350,0001-2 N/A $ 104,400,002) $ 3,205,003

(1) Represents the maximum aggregate number ofslofiVMware restricted stock and shares of VMwalass A common stock subject to options to purchddeare common stock
issuable in exchange for shares of EMC restrictecksand options to purchase EMC common st

(2) This number assumes: 1) all eligible optiond sinares of restricted stock are properly tendanetnot withdrawn in the offer; 2) an initial pubbffering price of VMware Class A
common stock equal to $24.00, the midpoint of ttéreated initial public offering price of VMware &s A common stock reflected in the IPO RegistnaBtatement and 3) a volume-
weighted average price per share of EMC commorksindhe New York Stock Exchange over the final fuibtrading days prior to the expiration datetloé exchange offer during
the period beginning at 6:30 a.m., Pacific Timegach other time as is the official open of tradimgthe New York Stock Exchange), and ending & p:én., Pacific Time (or such
other time as is the official close of trading e New York Stock Exchange), as reported by BloaogBénancial LP, equal to $18.00 (which is repréative of recent trading prices
EMC stock).

(3) Calculated pursuant to Section 6(b) of the Seagifict as follows: the proposed maximum aggregfiéeing price amount multiplied by 0.00003(

The Registrant hereby amends this Registration Statment on such date or dates as may be necessarylétay its effective date until the Registrant shatfile a further



amendment which specifically states that this Redistion Statement shall thereafter become effectiven accordance with Section 8(a) of the Securitiect of 1933 or until the
Registration Statement shall become effective on slu date as the Commission acting pursuant to saice§tion 8(a), may determine.
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The information in this Prospectus—Offer to Exchang e may change. VMware may not complete the exchange  offer until

the registration statement filed with the U.S. Secu  rities and Exchange Commission with respect to the exchange offer is
effective. This Prospectus—Offer to Exchange is not an offer to sell or exchange these securities and VMware is not
soliciting offers to buy or exchange these securiti es in any jurisdiction where the exchange offer or the sale of these

securities is not permitted.

PROSPECTUS-OFFER TO EXCHANGE

EMC CORPORATION
VMWARE, INC.

OFFER TO EXCHANGE
CERTAIN OUTSTANDING OPTIONS TO PURCHASE SHARES
OF COMMON STOCK OF EMC CORPORATION
FOR OPTIONS TO PURCHASE SHARES OF
CLASS A COMMON STOCK OF VMWARE, INC.
AND
CERTAIN OUTSTANDING RESTRICTED STOCK OF EMC CORPORA TION FOR RESTRICTED
CLASS A COMMON STOCK OF VMWARE, INC.

THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE
AT 11:00 A.M., PACIFIC TIME, ON AUGUST 6, 2007,
UNLESS THE OFFER IS EXTENDED.

EMC Corporation (“EMC”) and VMware, Inc. (“VMwaredr the “Company”), a wholly owned subsidiary of ElV&Ze offering eligible
employees of VMware and its subsidiaries in thetéthBtates a one-time opportunity to exchange (8oras referred to as “tender”) all of
such employees’ outstanding stock options (“EMCi@®") to purchase shares of EMC’s common stockyvphue $0.01 per share (the “EMC
Stock”), granted under the EMC Plans (as listeceuritihe Exchange Offer—Eligible Options and ReséicStock”) for options (“VMware
Options”) to purchase VMware Class A common stek,value $0.01 per share (the “VMware Stock”)determined on an award-by-award
basis, and to exchange all of such employees’icesirEMC Stock granted under the EMC Plans (“EM&3tRcted Stock”) for restricted
VMware Stock (“VMware Restricted Stock”), as detéred on an award-by-award basis. VMware and EMGQraaking the offer upon the
terms and subject to the conditions set forth is Brospectus-Offer to Exchange and in the related accompanyigttek of Transmittal (whic
together, as they may be amended or supplemertedtime to time, constitute the “Offer”). Referenda this Offer to Exchange to “we,” “us”
and “our,” unless the context otherwise requiresraferences to VMware.

This Offer is being made to employees of VMware #mdubsidiaries in the United States on the Hateof who hold EMC Options or
EMC Restricted Stock. To remain eligible to tenB&C Options or EMC Restricted Stock for exchange eencellation and receive VMware
Options or VMware Restricted Stock pursuant to @iifer, you must continue to be an employee of Vivenar its subsidiaries, employed in
the United States, on and from the date hereofifivahe expiration of this Offer at 11:00 a.m.,iRad@ime, on August 6, 2007, or such later
date to which this Offer may be extended (such,deté may be extended, the “Expiration Date”) alsb through the time and date on which
the VMware Options and shares of VMware Restri@tatk are granted (such time and date, the “Grate') The Grant Date will be on or
promptly following the date we accept EMC OptiomE0C Restricted Stock tendered for exchange i @ffer, which we expect will be on
or promptly following the Expiration Date. See “TE&change Offer.”

This Offer is intended to expire substantially camently with the initial public offering of VMwar8&tock (the “IPO”). Prior to the IPO,
VMware Stock has not been traded in a public maikitware Stock has been approved for listing onNlev York Stock Exchange under the
symbol “VMW.” We are currently a wholly owned subisiry of EMC and following the IPO and this Off&MC will continue to be our
controlling stockholder. Following the IPO, we wlilhve two classes of authorized common stock: Glassmmon stock and Class B common
stock. EMC will own 32,500,000 shares of Class fnown stock and all 300,000,000 shares of Classnan stock, representing
approximately 89% of our total outstanding shafesoonmon stock. The rights of the holders of Clasend Class B common stock are
identical, except with respect to voting, the atatbf directors, conversion, certain actions tiegfuire the consent of holders of Class B
common stock and other protective provisions a$os#t in this Prospectus©ffer to Exchange. The holders of Class B commonksshall be
entitled to 10 votes per share and the holderdagsCA common stock shall be entitled to one vetespare. Therefore, EMC will hold
approximately 99% of the combined voting power of outstanding common stock upon completion oflEf@ and this Offer.

Investing in our Class A common stock or options tpurchase our Class A common stock involves riskSee
“ Risk Factors” beginning on page 19.

Neither the Securities and Exchange Commission na@ny state securities commission has approved or digproved of these
securities or determined if this Prospectus—Offerd Exchange is truthful or complete. Any representabn to the contrary is a criminal
offense.

The Information and Exchange Agent for this Ofer i
Mellon Investor Service



July 9, 2007
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This Prospectus—Offer to Exchange incorporates iapb business and financial information about ER&poration from other
documents that are not included in, or deliveretthvthis Prospectus—Offer to Exchange. This infdfamais available to you without charge
upon request. You can obtain the incorporated deatsrby requesting them in writing from EMC InvedRelations at the following address:

176 South Street
Hopkinton, MA 01748

If you would like to request additional copies of his Prospectus—Offer to Exchange or the related L&tr of Transmittal or Notice
of Withdrawal, the information and exchange agentMellon Investor Services, must receive your requedty July 30, 2007, which is five
business days prior to the scheduled expiration dhis Offer, in order to ensure that you receive thalocuments prior to the expiration of
the Offer. You may contact Mellon Investor Servicest the following addresses and telephone numbers:

By Mail: By Hand: By Overnight:
Mellon Investor Services Mellon Investor Services Mellon Investor Services
Reorganization Department Reorganization Department Reorganization Department
PO Box 3301 27th Floor 480 Washington Blvd.
South Hackensack, NJ 07606 480 Washington Blvd. Mail Stop - Reorg
Jersey City, NJ 07310 Jersey City, NJ 07310

1-888-313-1479 (from within the U.S.)
201-680-6672 (from outside the U.S.)

Also se€e“Where You Can Find More Information about EMC anidware” on page 16z
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Tendering EMC Options or EMC Restricted Stock for exchange, and receiving VMware Options or VMware Resicted Stock
pursuant to the Offer, does not confer upon you anyight to remain an employee of VMware. The terms byour employment with
VMware remain unchanged. We cannot guarantee or pnade you with any assurance that you will not be dject to involuntary
termination or that you will otherwise remain in the employ of VMware until the Grant Date or thereafer. If you voluntarily terminate
your employment with us or if we terminate your empoyment for any reason before the Grant Date, eveifiyou tendered EMC Options
or EMC Restricted Stock for exchange in the Offer pior to such termination, such tender will not be acepted and such EMC Options
will not be exchanged for VMware Options or VMwareRestricted Stock.

We are not making the Offer to, nor will we accapy tender of options or restricted stock from mibehalf of, optionholders or holders
of restricted stock in any jurisdiction in whictetffer or the acceptance of any tender of EMC @hystior EMC Restricted Stock would not be
in compliance with the laws of such jurisdictiorowever, we may, in our discretion, take any actimgsessary for us to make the Offer to
VMware's optionholders or holders of restrictedcétn any such jurisdiction.

There is currently no trading market for VMware &toand the value of VMware Stock you may receivehe Offer will not be known
until the pricing of the IPO. In the IPO RegistaatiStatement, we have estimated the initial pudffiering price of VMware Stock to be
between $23.00 per share and $25.00 per shareugtiwat this Offer, indicative exchange ratios (eBretd below) (calculated in the manner
and at the intervals described in this Prospectuffer@ Exchange), will also be available to eligiemployees through the Election Site for
the EMC—VMware Exchange Program at https://www.eacfion.net/vmware and from the information andnexme agent, Mellon Investor
Services, at 1-888-313-1479 (from within the U@.;at 201-680-6672 (from outside the U.S.). Thehaxge ratio is a fraction (the “Exchange
Ratio”), the numerator of which will be the averggeathmetic mean) of the volume-weighted averageepf EMC Stock over the final two
full trading days of this Offer (the “VWAP”) andetdenominator of which will be the initial publi€fering price of VMware Stock (the “IPO
Price”).

Consummation of this Offer is subject to certainditions set forth herein, including the U.S. Sé@s and Exchange Commission (the
“SEC”) declaring VMware’s Registration Statementkorm S-1 relating to the IPO (the “IPO Registmatitatement”) and VMware’s
Registration Statement on Form S-4 relating to @ffer (the “Exchange Offer Registration Statemgeffective. This Offer is not subject to
approval of EMC’s or VMware’s stockholders or cogient upon a minimum number of options or sharessificted stock being tendered.
Shares of EMC Stock are quoted on the New YorklSExa@hange under the symbol “EMC.” On July 6, 200&, last reported sale price of
EMC Stock on the New York Stock Exchange was $18dtshareWe recommend that you obtain current market quotatons for EMC
Stock before deciding whether to tender your optios and restricted stock.

Although the EMC and VMware boards of directors hawe approved this Offer, neither EMC nor VMware has aithorized any
person to make any recommendation on its behalf as whether you should tender or refrain from tendeing your options or restricted
stock pursuant to the Offer. You should rely only o the information contained in this Prospectus—Offeto Exchange or documents to
which we have expressly referred you. Neither EMC or VMware has authorized anyone to give you any imfrmation or to make any
representation in connection with the Offer other han the information and representations containedri this Prospectus—Offer to
Exchange or in the related Letter of Transmittal. f anyone makes any recommendation or representatioto you or gives you any
information, you must not rely upon that recommendaion, representation or information as having beerauthorized by either EMC or
VMware.

This Prospectus—Offer to Exchange is being furrddloeyou solely to provide you information regaglthe Company in connection
with your determination whether to participatehistOffer and is not intended as a solicitatioedmnection with acquiring VMware Stock, as
part of the IPO or otherwise.

You should direct questions about this Offer omuesgis for assistance or for additional copies ®Rlospectus-Sffer to Exchange or tr
Letter of Transmittal to the information and exchammgent, Mellon Investor Services, located at delhvestor Services, Reorganization
Department, 27th Floor, 480 Washington Blvd., JeGity, NJ 07310, at 1-888-313-1479 (from withietd.S.) or at 201-680-6672 (from
outside the U.S.).
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SUMMARY TERM SHEET—QUESTIONS AND ANSWERS

The following summary term sheet is in question answer format and is provided to address somieeofjtiestions that you may have
about this Offer. We urge you to read carefully tbmainder of this Prospectu®ffer to Exchange and the accompanying Letter ah$mitta
because the information in this summary is not detepand additional important information is canéal in the remainder of this Prospectus—
Offer to Exchange and the accompanying Letter ah$mittal. We have included references to the aglesections in the Prospectu®ffer to
Exchange where you can find a more complete degmmipf the topics in this summary.

Why are EMC and VMware conducting this Offer?

Historically, EMC has granted EMC Options and EME&sRicted Stock to its employees, including empésyef VMware and its
subsidiaries, as a key component of employee cosapien to align the interests of employees andedtudders of EMC and further enhance
EMC shareholder value. Following the IPO, VMwardl Wave the ability to more directly tie VMware efopee incentives to VMware’s
results and provide employees of VMware and itsliéiries a more meaningful incentive to enhancendké stockholder value. EMC and
VMware are therefore undertaking this Offer to alleligible employees of VMware and its subsidiatgxchange their EMC Options and
EMC Restricted Stock for VMware Options and VMw#&estricted Stock in a manner designed to generetifin the terms and intrinsic value
of the tendered EMC securities. This Offer is baindertaken for compensatory purposes as a meaetato and motivate employees of
VMware and its subsidiaries and encourage such@mpt to remain in the service of VMware by allogviuch employees to share in the
value they create at VMware from the date of th®.I1Bee “The Transaction—Reasons for the Offer.”

What securities are we offering to exchange?

EMC and VMware are offering eligible employees &-time opportunity to exchange all of such empley&MC Options granted und
the EMC Plans for VMware Options and to exchangefauch eligible employees’ EMC Restricted Stgcanted under the EMC Plans for
VMware Restricted Stock, in each case determineanoaward-by-award basis. See “The Exchange Offearm$ of the Exchange Offer.”

Who is eligible to participate in this Offer?

Employees of VMware or its subsidiaries in the ©diBtates as of the date of this ProspectDffer to Exchange who hold EMC Optic
or EMC Restricted Stock and who continue to be eyges of VMware or its subsidiaries in the Unitéat&s through the expiration of this
Offer and through the Grant Date are eligible tdipipate in this Offer. See “The Exchange Offer—nTs of the Exchange Offer.”

What are the conditions of this Offer?

Completion of the exchange of options and restlisteck pursuant to this Offer is subject to a nemdf conditions. These include,
among other things, the SEC declaring this Exch@iffer Registration Statement and the IPO Registmetatement effective. These and
various other conditions are more fully describetflihe Exchange Offer—Conditions to Completiontod Offer.” This Offer is not subject to
any approval of EMC's shareholders or VMware’s ktatders and is not contingent upon a minimum nunalb@ptions or shares of restricted
stock being tendered.

If | elect to tender for exchange EMC Options or EMC Restricted Stock, will my elections affect othecomponents of my compensation
No.
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May | exchange EMC Options for shares of VMware Resicted Stock or exchange shares of EMC Restricte8tock for VMware
Options?

No. This Offer is to exchange EMC Options for VMwaDptions only and EMC Restricted Stock for VMwRestricted Stock only.
However, if you are an eligible employee and yoldmth EMC Options and EMC Restricted Stock, yaynsubject to the terms and
conditions of this Offer, tender your EMC Optios ¥Mware Options and your EMC Restricted Stock\diware Restricted Stock.

If | have a partially vested EMC Option grant, may | tender only the unvested portion of the grant?

No. You may only tender all, but not less thaneaflleach particular grant. This means that if yender an EMC Option grant that is
partially vested, you will receive two VMware Optigrants, one for the vested and outstanding podia one for the unvested and
outstanding portion. Those grants may have diffeventing terms from each other. See “The Exch&@ifer—Terms of the Exchange Offer.”

How do | find out how many EMC Options | have and vhat their exercise prices are and how many shares EMC Restricted Stock |
have?

If you have chosen to receive this Prospectus—Q@déf&xchange by mail, the Letter of Transmittallesed with this Prospectus—Offer
to Exchange includes a list of your EMC Options &MIC Restricted Stock as of June 27, 2007. In &idiyou can at any time access current
information about your options and restricted stbglgoing to www.ubs.com/onesource/emc.

How many VMware Options will | receive in exchangdor my tendered EMC Options?

It will not be possible to know exactly how many Mre Options you will receive in exchange for ytandered EMC Options before
the expiration of this Offer. If you meet the emyde eligibility requirements and your options areperly tendered and accepted for excha
you will be entitled to receive VMware Options esisable for a number of shares of VMware Stock tdasethe Exchange Ratio, which w
be determined upon the pricing of the VMware IF©u will not have the opportunity to withdraw tendered EMC Options after the
Exchange Ratio is determined.

The number of VMware shares subject to a VMwardddphat you receive in this Offer will be determthby multiplying the number
shares underlying each EMC Option that you tenglehé Exchange Ratio. The number of VMware shanbgest to a VMware Option that
you receive in this Offer will be rounded down ke thearest whole share on an a\-by-award basis. Accordingly, VMware Options withtn
be granted for fractional shares, and you willlm®tompensated for any fractional shares you oikerwould have received. See “The
Exchange Offer—Number of VMware Options and RewstdcStock to be Issued in Exchange.”

What will the exercise price of the VMware Optionsbe?

The per share exercise price of each VMware Ogitiahyou receive will be determined by dividing #eercise price of each EMC
Option that you tender by the Exchange Ratio anddong the result up to the nearest whole cent.

How many shares of VMware Restricted Stock will | eceive in exchange for my tendered EMC Restrictedt&k?

It will not be possible to know exactly how manyasts of VMware Restricted Stock you will receiveeithange for your tendered EMC
Restricted Stock before the expiration of this @ffeyou meet the employee eligibility requiremeiaind your restricted stock is properly
tendered and accepted for exchange, you will bidezhto receive VMware Restricted Stock basedhmnBExchange Ratio, which will be
determined upon the pricing of the VMware IPO.
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The number of shares of VMware Restricted Stockytba receive in this Offer will be determined bwltiplying the number of shares
EMC Restricted Stock that you tender by the ExckaRgtio. The number of shares of VMware Restri&tmutk that you receive in this Offer
will be rounded down to the nearest whole shareofdingly, VMware Restricted Stock will not be gtaa for fractional shares, and you will
not be compensated for any fractional shares yloeraise would have received. See “The Exchangeroffdumber of VMware Options and
Restricted Stock to be Issued in Exchange.”

What is the VWAP?

The VWAP is the volumeveighted average price per share of EMC Stock eriNiiw York Stock Exchange over the final two fadding
days (calculated as the average (arithmetic mefahed/WAP on those two days) prior to the ExpimatDate during the period beginning at
6:30 a.m., Pacific Time (or such other time a$é&sdfficial open of trading on the New York StockcBange on the applicable date), and
ending at 1:00 p.m., Pacific Time (or such otheetias is the official close of trading on the Newrky'Stock Exchange on the applicable date),
as reported by Bloomberg Financial LP. This mehasif the Expiration Date is August 6, 2007, th&XP would be calculated using the
average (arithmetic mean) of the volume-weightestaye price per share of EMC Stock on August 2720@ the volume-weighted average
price per share of EMC Stock on August 3, 2007.

How will the Exchange Ratio be calculated?

The Exchange Ratio will be expressed as a fractimnpumerator of which will be the VWAP and thedminator of which will be the
IPO Price. Therefore, if the VWAP is less than fR© Price, the Exchange Ratio will be less thaant although the intrinsic value of your
exchanged equity will be maintained (subject todfiects of rounding for fractional amounts), yoill veceive a fewer number of VMware
Options or shares of VMware Restricted Stock ttennumber of EMC Options or shares of EMC Restli@®ck you exchanged. For
example, if the VWAP were $18 and the IPO Priceen?4, the Exchange Ratio would be 0.75, and iftgadered 1,000 EMC Options, you
would receive 750 VMware Options, with the saméjsct to the effects of rounding for fractional amts) aggregate intrinsic value in
exchange. See “The Exchange Offer—Number of VMv@péons and Restricted Stock to be Issued in Exgdadn

Where can | find then-current pricing and ExchangeRatio information during the Offer period?

You will not know the exact number of VMware Optioor shares of VMware Restricted Stock that yolinedeive in exchange for
VMware Options or VMware Restricted Stock that yender until after the expiration of this Offer white final Exchange Ratio is calculated
(at approximately 2:30 p.m., Pacific Time, on thepigation Date). However, you will be able to accesrtain updated pricing-related
information through the Election Site for the EMC-MWare Exchange Program at https://www.corp-actietiumware. Each day, beginning
on July 10, 2007, and ending on August 1, 200¢r &fte close of trading on the New York Stock Exaje the Election Site for the EMC—
VMware Exchange Program will be updated to showtwia VWAP would be if that day were final tradidgy prior the Expiration Date and
what the Exchange Ratio would be based on that V\{&Buming that the IPO Price was equal to thepuidt of the range of the estimated
initial offering price reflected in the IPO Regation Statement).

During the last two full trading days of this Offéne Election Site for the EMC—VMware Exchanged?eon will display the ongoing
calculation, updated on an hourly basis, of thead’WAP and the Exchange Ratio as it then staaslsuming that the IPO Price is equal to
the mid-point of the range of the estimated initieiering price reflected in the IPO Registraticat®ment). Thus, on the next-to-last full
trading day prior to the Expiration Date (the fidsty of the calculation period), the actual daifW¥XP of EMC Stock during the elapsed port
of that first day will be used in the calculatiomdaon the final full trading day prior to the Exgtion Date, the calculations will use the average
of the daily VWAP of EMC Stock for the next-to-ldstl trading day and the actual daily VWAP durithge elapsed portion of that final full
trading day. The Election Site for the EMC—VMwanecEange Program will be updated every hour dutirgtivo-day calculation period and
a final VWAP, subject to extension of this Offeii/le posted at approximately 2:30 p.m., Pacifim&, on the day prior to the Expiration
Date. See “The Exchange Offer—Number of VMware @miand Restricted Stock to be Issued in Exchange.”

iv
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When will | be able to find out the Exchange Ratio?

At approximately 2:30 p.m., Pacific Time, after #wpiration of the Offer on the Expiration Dateg thlection Site for the EMC—
VMware Exchange Program will be updated with tmalffiExchange Ratio. We will also issue a pressasgl@nnouncing the Exchange Ratio,
and EMC and VMware will file an amendment to thender Offer Statement on Schedule TO that they maityi filed with the SEC on July 9,
2007 (as the same may be amended or supplemeatadifne to time, the “Schedule TO") with the SEQitaining this press release. The
Schedule TO will be available on the SE@ebsite at http://www.sec.gov. Because the Exgh&tatio will be calculated after the expiratiol
this Offer, you will not have an opportunity to tvtraw tendered EMC Options or shares of EMC ResttiStock after the Exchange Ratio is
calculated.

Must | tender options or restricted stock for exchage in this Offer?
No. Whether or not you tender options or restricatk for exchange in this Offer is solely youciden and completely voluntary.

What happens to EMC Options or EMC Restricted Stockthat | choose not to tender or that are not accepd for exchange in this Offer’

Nothing. However, if EMC ceases to hold shares ldfitéare Stock representing 50% or more of the toé$t@nding voting power of
VMware, your employment will be treated as haviegrtinated for purposes of the award and any EMGoBptand EMC Restricted Stock
then held by you will be terminated in accordandt whe terms of the applicable award.

If | choose to tender EMC Options or EMC RestrictedStock for exchange in this Offer, do | have to tetter all of my options and
restricted stock?

In order to tender an eligible option, you mustiemnall outstanding EMC Options under the awardtigg to that eligible option. EMC
and VMware are not accepting partial tenders di@aar option awards. For example, if you holdagation pursuant to an award of options to
purchase 1,000 shares of EMC Stock at an exerdise @f $9.75 per share of which 500 shares areedegou must tender the option for all
1,000 shares in its entirety; you cannot tendey anportion of the options subject to a particalaard and retain the remainder. On the other
hand, if you have an option to purchase 1,000 sharEMC Stock at an exercise price of $11.19 paresand another option to purchase 2
shares of EMC Stock at an exercise price of $1@e85hare, you may choose to tender for exchahgetainot less than all) of the outstand
options under either of the option awards or athef options under both of the option awards ooskmot to tender any of your EMC Options.

In order to tender eligible restricted stock frompaaticular restricted stock award, you must teradleoutstanding shares of EMC
Restricted Stock under that award. For examplgmufhave an EMC Restricted Stock award coveringsH®es of EMC Stock and an EMC
Restricted Stock award covering 300 shares of EMCKS you may choose to tender for exchange atlfbtiless than all) of the EMC
Restricted Stock under one award or both of ther@svar chose not to tender any shares of EMC RéstiriStock. See “The Exchange Offer—
Terms of the Exchange Offer.”

Can | tender for exchange both vested and unvestd&eMC Options?
Yes.

Can | exchange options that | have already fully exrcised or shares of EMC Stock that | have that ar@o longer restricted?
No.
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Can | exchange the remaining portion of an eligibl@ption award that | have already partially exercied?

Yes. If you have previously partially exercisededigible option award, you can still tender for baoge the remaining unexercised
portion of an eligible option award. However, ifytender any portion of an option award, you mestler all of the EMC Options remaining
under that award.

Will the terms and conditions of my VMware Optionsand VMware Restricted Stock be the same as the tesrof the EMC Options and
EMC Restricted Stock that | tender?

VMware Options and VMware Restricted Stock grangatsuant to this Offer will be subject to the sasrens and conditions as set forth
in the EMC Plans at the time of the grant of threlexred EMC Options or EMC Restricted Stock, exdept (1) vested EMC Options properly
tendered in this Offer and not withdrawn will beckanged for unvested VMware Options subject tova vesting period, commencing on the
Grant Date, which provides for, subject to contoheenployment, monthly vesting in equal amounts @period equal to the shorter of twelve
months or 90 days prior to the scheduled expiratfathe tendered EMC Options (but if such 90th deyild be prior to the date of grant, then
the VMware option granted would vest on the datgraht), (2) VMware Options issued in the exchawdenot be “incentive stock options,”
notwithstanding whether the tendered EMC Option ara&incentive stock option,” (3) VMware OptionschdiMware Restricted Stock issued
in the exchange will not be subject to accelerasting on a “change in control,” and (4) certaM& Restricted Stock properly tendered in
this Offer and not withdrawn will be exchanged ¥tMware Restricted Stock that will be subject tdfeliént acceleration provisions related to
VMware achieving certain performance benchmarks thase applicable to the original EMC Restrictéact award. Except as described
above, the VMware Options and VMware RestrictediSimu receive in the exchange will continue tashbject to the terms of the original
EMC option or restricted stock agreement under Wwitiey were granted except that, unless the comaytotherwise require, references to
“EMC” in the applicable award agreement shall ingtbe deemed to be references to “VMware.”

Will I lose the benefits of any time towards vestig | have accumulated under my existing EMC Option#f | tender these options in this
Offer and they are accepted for exchange and caneel?

If you tender unvested EMC Options, the VMware Oyt you receive in exchange for unvested EMC Optiifl continue to vest in
accordance with the vesting schedule of the EMGdDptthey replace. However, if you tender vestedCE®ptions, the VMware Options you
receive in exchange for your vested EMC Option hd@lsubject to a new vesting period, commencintherGrant Date, equal to the shorter of
twelve months or 90 days prior to the scheduledratipn of the tendered EMC Options (but if suchiB@ay would be prior to the date of
grant, then the VMware option granted would vestrendate of grant). These options will vest monthlequal amounts over the vesting
period. See “The Exchange Offer—Terms of the Exgbabffer.”

If my current options are incentive stock optionswill my VMware Options be incentive stock options?

No. VMware Options received in exchange for such@E®ptions will not be incentive stock options un8eiction 422 of the Internal
Revenue Code of 1986, as amended, and will thubawa the tax features of incentive stock optiavtsi¢h generally provide that income is
not recognized by the optionholder when stock guaed pursuant to such options and that the optilwier may be eligible for capital gains
treatment on the disposition of such shares ureltaio circumstances). See “U.S. Federal Incomedansequences.”

If | exercise the VMware Options that | receive inthe exchange or if the restrictions on the VMware Rstricted Stock that | receive in
the exchange lapse, will | be able to freely selé shares of VMware Stock that | receive from suckxercise or lapse of restrictions?

VMware has agreed with the underwriters of the tR&), as a condition to participating in this Offearticipating employees who rece
VMware Options or VMware Restricted Stock must agienot dispose of
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or effectively dispose of (e.g., by hedging) angrels of the VMware Stock underlying these VMwardi@ys or shares of VMware Restricted
Stock for a period of 180 days from the date th€ SEclares the IPO Registration Statement effectidware intends to file a registration
statement on Form S-8 in order to make the VMwaoelSunderlying the VMware Options and VMware Rieséd Stock freely tradable after
the expiration of such 180-day period.

Will | have to pay taxes if | exchange my EMC Optims or EMC Restricted Stock in this Offer?

If you exchange your current EMC Options for VMw@&ptions or your current EMC Restricted Stock fdWare Restricted Stock, we
believe that you will not be required under curragpplicable law to recognize income for United &dederal income tax purposes at the time
of the exchange. We recommend that you consult yatir own tax advisor to determine the tax conseqgeg to you of this Offer. See “U.S.
Federal Income Tax Consequences.”

Will I have any rights or benefits with respect toEMC Options or EMC Restricted Stock | tender in this Offer?

No. EMC Options and EMC Restricted Stock tenderatiaccepted for exchange in this Offer will be edlec! and you will no longer
have any rights or benefits under those optiorthatrrestricted stock. See “The Exchange Offer—I2e)i of VMware Restricted Shares,
Options to Purchase VMware Common Stock.”

If | tender EMC Options or EMC Restricted Stock in this Offer, will | be able to receive other VMwareOption awards or VMware
Restricted Stock awards before | receive my VMwar®ptions or VMware Restricted Stock?

We intend to grant VMware Option and VMware RestricStock awards to employees from time to timpaasof VMware’s normal
compensation program. Employees eligible to pauai in this Offer will continue to be eligible teceive additional option awards as part of
VMware’s overall compensation program.

What happens if this Offer is not consummated?

If EMC and VMware do not accept any EMC Option€MC Restricted Stock tendered for exchange, youke#p all of your current
EMC Options and EMC Restricted Stock and you will receive VMware Options or VMware Restricted Ktdd¢o changes will be made to
your existing EMC Options or shares of EMC Res#dcStock and they will remain outstanding with theeirrent terms, including exerci
price, term and vesting schedule.

When does this Offer expire? Can this Offer be exteded?
This Offer expires on August 6, at 11:00 a.m., fia@iime, unless we extend it.

We and EMC may, in our discretion, extend this O#eany time. EMC'’s and VMware’s current intentisrto extend this Offer if the
IPO Registration Statement or the Exchange Offgiigtation Statement will not be declared effectivior to the expiration of this Offer. If
this Offer is extended, appropriate notice of thiersion will be provided no later than 6:00 a.Racific Time, on the next business day
following the previously scheduled Expiration Da®ee “The Exchange Offer—Extension; Termination;efiment.”

How do | tender my EMC Options or EMC Restricted Stck for exchange in this Offer?

In order to validly tender EMC Options or EMC Redtrd Stock for exchange in this Offer, you mysior to 11:00 a.m., Pacific Time,
on the Expiration Date, either make your election to tender online thiotlge Election Site for the EMC—VMware Exchanged?amn at
https://www.corp-action.net/'vmware or complete aigh the enclosed Letter of Transmittal in accooganith its instructions and deliver it to
the information and exchange agent, by mail to delhvestor Services, Reorganization DepartmentBB©03301, South Hackensack, NJ
07606; by hand to Mellon Investor Services, Reoizgion Department, 27th Floor, 480 Washington Bérsey City, NJ 07310; or by
overnight delivery to Mellon Investor Services, Rgmization Department, 480 Washington Blvd., Maip—Reorg, Jersey City, NJ 07310.
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EMC and VMware reserve the right to reject anylbtesaders of options or restricted stock that veéedmine are not in appropriate form
or that we determine are unlawful to accept. EM@ ¥Mware expect to accept all EMC Options and la#lres of EMC Restricted Stock that
are properly and timely tendered for exchange andalidly withdrawn. See “The Exchange Offer—Pnopender of EMC Options and EMC
Restricted Stock” and “The Exchange Offer—WithdraReghts.”

During what period of time may | withdraw previously tendered EMC Options or EMC Restricted Stock?

You may withdraw EMC Options or EMC Restricted &gou tendered for exchange at any time beforefatipn Date. To withdraw
EMC Options or EMC Restricted Stock tendered farthexge, you must either change your election tdeteanline through the Election Site
for the EMC—VMware Exchange Program at https://waovp-action.net/vmware or deliver to the informatand exchange agent, Mellon
Investor Services, prior to the time this Offer ie&p, a properly completed and signed written NotEWithdrawal in the form enclosed with
this Prospectus—Offer to Exchange. Delivery oftlmice of Withdrawal must be to the information anathange agent, by mail to Mellon
Investor Services, Reorganization Department, POI01, South Hackensack, NJ 07606; by hand todviélivestor Services,
Reorganization Department, 27th Floor, 480 Wasbim@lvd., Jersey City, NJ 07310; or by overnighivaey to Mellon Investor Services,
Reorganization Department, 480 Washington Blvd.il Btop - Reorg, Jersey City, NJ 07310.

Once you have withdrawn previously tendered EMCGdstor EMC Restricted Stock, you may re-tender E®tions or EMC
Restricted Stock for exchange prior to the datetand of the expiration of the Offer and only byaagfollowing the tender procedures
described in this Prospectus—Offer to Exchangetb@adccompanying Letter of Transmittal. See “Thetnge Offer—Proper Tender of
EMC Options and EMC Restricted Stock” and “The Eaule Offer—Withdrawal Rights.”

Can | change my mind and elect not to tender EMC Otions or EMC Restricted Stock, or elect to tender dditional EMC Options or
EMC Restricted Stock, after | make an election onhe Election Site for the EMC—VMware Exchange Progran or submit a Letter of
Transmittal?

Yes. If you made an election to tender optionsestricted stock on the Election Site for the EMC—Wate Exchange Program or
submitted a Letter of Transmittal and you want tthdraw some or all of the EMC Options or EMC Rieséd Stock you marked for tender on
the Election Site for the EMC—VMware Exchange Pawgror on that Letter of Transmittal, you may witharyour tender of such EMC
Options or shares of EMC Restricted Stock by changbur election to tender online through the EtecBite for the EMC—VMware
Exchange Program at https://www.corp-action.net/amor delivering to the information and exchangerd, Mellon Investor Services, prior
to the time this Offer expires, a Notice of Withded (in the form included with this Prospectus—Ofie Exchange) indicating which EMC
Options or shares of EMC Restricted Stock you dtledrawing. If you wish to tender for exchange didaial EMC Options or EMC Restrict
Stock that you had not marked for tender on yoavipus Letter of Transmittal, you may elect to tenfibr exchange those additional EMC
Options or shares of EMC Restricted Stock by makimther elections on the Election Site for the EMEMware Exchange Program or
delivering to the information and exchange agerdlldh Investor Services, prior to the Expirationt®an additional properly completed and
signed Letter of Transmittal (in the form includeidh this Prospectus—Offer to Exchange) selectmgénder for exchange such additional
EMC Option or EMC Restricted Stock awards. You maly tender for exchange all EMC Options or shafdsMC Restricted Stock subject
to a particular awardf you deliver a Letter of Transmittal or a Notice of Withdrawal with respect to some but not all EMCOptions or
shares of EMC Restricted Stock subject to a partidar award, EMC and VMware may, in our sole discretbn, determine that you have
elected to tender for exchange all or none of theNEC Options or EMC Restricted Stock underlying suchaward.

You may request copies of the Notice of Withdrawaral etter of Transmittal by contacting the informatand exchange agent, Mellon
Investor Services, at 1-888-313-1479 (from withia tJ.S.) or at 201-680-6672
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(from outside the U.S.). Delivery of the NoticeWfthdrawal or the additional Letter of Transmittalist be to the information and exchange
agent, by mail to Mellon Investor Services, Reoigation Department, PO Box 3301, South Hackendddk)7606; by hand to Mellon
Investor Services, Reorganization Department, Efttbr, 480 Washington Blvd., Jersey City, NJ 073d0by overnight delivery to Mellon
Investor Services, Reorganization Department, 488Mhgton Blvd., Mail Stop - Reorg, Jersey City,INB10. See “The Exchange Offer—
Proper Tender of EMC Options and EMC Restrictedi8tand “The Exchange Offer—Withdrawal Rights.”

When will | receive my VMware Options and VMware Restricted Stock?

If you participated in the exchange, you will re@ea notice from us as soon as practicable afeeGitant Date indicating the number of
shares of EMC Stock subject to the EMC Optionstgoalered that were accepted for exchange, the nuohilsbares subject to the new option
award(s) and the exercise price per share of yddware Options, as well as the number of sharedWERestricted Stock you tendered that
were accepted for exchange and the number of shakddlware Restricted Stock that you will receiverpuant to the exchange. See “The
Exchange Offer—Delivery of VMware Restricted Sha@ptions to Purchase VMware Common Stock.”

What happens if a VMware Option | am granted laterends up “out of the money”?

If a VMware Option that you receive in the exchairger becomes “out of the money” (i.e., has agh&re exercise price greater than the
price of VMware Stock) and remains “out of the myghafter it vests and until its expiration, it withen be worthlesaVe can provide no
assurance as to the price of VMware Stock upon tH&O or in the future.

What do VMware, EMC and their respective boards ofdirectors think of this Offer?

Although the VMware board of directors has approtresl Offer, in light of the unique circumstancésralividual optionholders and
holders of restricted stock, as well as the rigisoaiated with this Offer described in this Prospee-Offer to Exchange under “Risk Factors,”
neither VMware’s nor EMC’s board of directors maleey recommendation as to whether you should temdesfrain from tendering your
EMC Options or EMC Restricted Stock for exchangeu Ynust make your own decision whether to tendeCEMptions or EMC Restricted
Stock. For questions regarding tax implicationsttier investment-related questions, you shoulddomsth your own legal counsel,
accountant, financial and tax advisors. See “Tlan3action—Reasons for the Offer.”

Whom can | talk to if | have questions about my exgting options or restricted stock or about this Ofér?

For additional information or assistance concernimg Offer or to request copies of the Offer doemts and the other information
incorporated by reference in this Prospectus—Qéfétxchange, without charge, you should contactrif@@mation and exchange agent,
Mellon Investor Services, located at Mellon Inves$ervices, Reorganization Department, 27th Fl&80, Washington Blvd., Jersey City, NJ
07310, at 1-888-313-1479 (from within the U.S.poR01-680-6672 (from outside the U.S.).

How should | decide whether or not to exchange myMC Options or my EMC Restricted Stock?

EMC and VMware understand that this may be a diffidecision. There are no guarantees of VMwarnatsre performance, the future
prices of VMware Stock, or EMC'’s future performarmethe future prices of EMC Stock. EMC and VMwandyise you to consult with your
financial advisor regarding the relative benefitsemdering your EMC Options or EMC Restricted &téar exchange and cancellation pursi
to this Offer or holding your EMC Options and stsaoé EMC Restricted Stock.
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SUMMARY OF THIS PROSPECTUS—OFFER TO EXCHANGE

The Companies
VMware

VMware, Inc.

3401 Hillview Avenue

Palo Alto, California 94304

Telephone: (650) 427-5000
Website: www.vmware.com

VMware is currently a wholly owned subsidiary of EMImmediately following the IPO, it is currentlx@ected that EMC will continue
to own approximately 89% of VMware's common stodR% of VMware’s Class A common stock) and 100% bfware’s Class B common
stock) and will control 99% of the combined votipower of VMware’s outstanding common stock. If thlerwriters in the IPO exercise in
full their over-allotment option, EMC will own apmximately 88% of VMware’s outstanding common st¢4k% of VMware’s Class A
common stock and 100% of VMware’s Class B commonldtand 98% of the combined voting power of VMwsu@utstanding common
stock. The number of shares to be sold in the BP€bject to change. Any such changes will be agd by an amendment to the Exchange
Offer Registration Statement of which this ProspeetOffer to Exchange is a part and the IPO Registré&statement. EMC will continue to
control VMware following the IPO, and will be alile exercise control over all matters requiring khaider approval, including the election of
VMware's directors and approval of significant corgte transactions. In addition, EMC's controllingerest may discourage a change of
control that the other holders of VMware Stock rfeayor.

For a description of VMware’s business, see “Sunyneéithis Prospectus—Offer to Exchange—VMware’s iBass” and “Business of
VMware.”

This Prospectus—Offer to Exchange is being furrddloeyou solely to provide you information regaglthe Company in connection
with your determination of whether to participatethis Offer and is not intended as a solicitatrononnection with acquiring VMware Stock,
as part of the IPO or otherwise.

EMC

EMC Corporation

176 South Street

Hopkinton, Massachusetts 01748
Telephone: (508) 435-1000
Website: www.emc.com

EMC and its subsidiaries develop, deliver and suppe information technology industry’s broadestge of information infrastructure
technologies and solutions that are designed fihdividuals and organizations handle everythimeytneed to do with their digital
information.

EMC'’s systems, software and services support EMG&omers’ critical business processes by helpgieqtbuild information
infrastructures from the most comprehensive sysearagable to store, manage and protect informadicine right service levels and the right
costs. EMC refers to this as an information lifdeymanagement strategy. EMC'’s information managémseftware and solutions empower its
customers to capture, manage and leverage strdauackunstructured information—documents, imagesmails—to support their business
processes. EMC'’s resource management softwaresatioganizations to better understand, manage aodate the operation of their
information infrastructure. EMC's information seityrdivision offers customers security solutionsagsess the risk to their information, secure
the people accessing information and
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the infrastructure, protect the confidentiality antégrity of the information itself and manage gty information and events to assure
effectiveness and ease the burdens of compliance.

EMC files annual, quarterly and current reportexgrstatements and other information with the SE@aun the Securities Exchange Act
of 1934 (the “Exchange Act”). You may read and ctipyg information at the SEC’s Public Reference Rotocated at 100 F Street, N.E.,
Washington, D.C. 20549. You may obtain informationthe operation of the Public Reference Room Htlingahe SEC at 1-800-SEC-0330.
You may also obtain copies of this information bgihfrom the SEC at the above address, at prestriiges.

The SEC also maintains a website that containgtgpmoxy statements and other information thatEfies electronically with the
SEC. The address of that website is http://wwwgsc.

The Exchange Offer
Terms of the Offer (page 44)

EMC and VMware are offering eligible employees dflWare and its subsidiaries in the United Statesetione opportunity to exchang
all of such employees’ EMC Options to purchaseeshaf EMC Stock for VMware Options to purchase VMav&tock, as determined on an
award-by-award basis, and to exchange all of sughl@/ees’ EMC Restricted Stock for VMware Restric&ock, as determined on an award-
by-award basis.

In order to tender an eligible option, you musthkenall outstanding EMC Options under the awardtigg to that eligible option. EMC
and VMware are not accepting partial tenders ofipaar option awards. Similarly, if you tender stsof EMC Restricted Stock from a
particular restricted stock award, you must teradlenf the EMC Restricted Stock under that award.

Expiration Date (page 49)

This Offer is scheduled to expire at 11:00 a.mcifRaTime, on August 6, 2007, unless EMC and VMean our discretion, extend the
period of time during which this Offer will remagpen. EMC’s and VMware’s current intention is tdead this Offer if the IPO Registration
Statement or the Exchange Offer Registration Statenvill not be declared effective prior to the &pon of this Offer.

Fractional Shares (page 50)

Awards of VMware Options and VMware Restricted &taall be calculated according to the Exchange ®atid will be rounded down
to the nearest whole share on an award-by-awaid. #ecordingly, VMware Options and VMware ResteidtStock will not be issued for
fractional shares, and you will not be compenséiedny fractional shares you otherwise would haaceived.

Proper Tender of EMC Options and EMC Restricted 8tdpage 50)

To validly tender your options or restricted stdokexchange in this Offer, you must either makarygection to tender online through
the Election Site for the EMC—VMware Exchange Pamgrat https://www.corp-action.net/vmware or complatd sign the enclosed Letter of
Transmittal in accordance with its instructionsg @end it to the information and exchange agentmaily to Mellon Investor Services,
Reorganization Department, PO Box 3301, South Heszek, NJ 07606; by hand to Mellon Investor Sesjifeorganization Department,
27th Floor, 480 Washington Blvd., Jersey City, N310; or by overnight delivery to Mellon Investar8ices, Reorganization Department,
Washington Blvd., Mail Stop—Reorg, Jersey City, NB10. Such election must be made through theikfe8ite for the EMC—VMware
Exchange Program or received by the informationexahange agent, Mellon Investor Services, pridrt®0 a.m., Pacific Time, on the
Expiration Date.
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Withdrawal Rights (page 52)

You may withdraw some or all of the EMC Options=EdC Restricted Stock you tendered for exchangaig®ffer. If you want to
withdraw any of the EMC Options you tendered focleange, you must withdraw all tendered EMC Optuigect to the particular award of
which the options you want to withdraw are a pant] if you want to withdraw any EMC Restricted &tgou tendered for exchange, you must
withdraw all EMC Restricted Stock subject to thetisalar award of which the restricted stock younvip withdraw is a part.

To validly withdraw EMC Options or EMC Restrictetb8k tendered for exchange, you must, prior tdtithe this Offer expires, either
change your election online through the Electide 8r the EMC—VMware Exchange Program at httpsubwcorp-action.net/'vmware or
deliver to the information and exchange agent, delhvestor Services, a properly completed andesigmritten Notice of Withdrawal in the
form enclosed with this Prospectus—Offer to Excleanfyyou choose to deliver a Notice of Withdrawaust be sent to the information and
exchange agent, by the means and at the appropddtess above set forth.

Delivery of VMware Restricted Shares, Options torBlase VMware Common Stock (page 53)

If and when EMC and VMware accept for exchange @arttellation your properly tendered and not withdr&MC Options and EMC
Restricted Stock, you will have no further rightisharespect to those cancelled EMC Options and ER&Gtricted Stock. As promptly as
practicable after we accept tendered EMC OptionsEMC Restricted Stock for exchange and cancefiatie will send each tendering
employee a notice indicating the number of shaf&MC Stock subject to the options and the numlehares of EMC Restricted Stock
tendered for exchange that have been acceptedsacelted and the number of shares of VMware Stocletlying the VMware Options
granted in exchange for such options, and the nuwitghares of VMware Restricted Stock grantedxichange for such EMC Restricted
Stock.

Extension; Termination; Amendment (page 53)

EMC and VMware may, from time to time, extend tlegipd of time during which this Offer is open arelay accepting any EMC
Options or EMC Restricted Stock tendered to therdibgeminating notice of the extension to optiodead by public announcement, oral or
written notice or otherwise as permitted by Rule-#8)(3) under the Exchange Act.

EMC and VMware also expressly reserve the righth@ir reasonable judgment, prior to the Expirafiate, to terminate or amend this
Offer and to postpone their acceptance and catiogllaf any EMC Options or EMC Restricted Stockdered for exchange upon the
occurrence of certain conditions by disseminatiotice of the termination or postponement to theomptolders by public announcement, oral
or written notice or otherwise as permitted by agtile law.

Subject to compliance with applicable law, EMC afdware further reserve the right, in our discretiand regardless of whether any
event set forth in “The Exchange Offer—ConditiooCompletion of the Offer” has occurred or is dedrbg us to have occurred, to amend
this Offer in any respect, except if EMC or VMwamaterially change the terms of this Offer or thi@imation concerning this Offer, or if the
waive a material condition of this Offer, EMC antWware will extend this Offer to the extent requitegthe SEC. The period by which this
Offer will be extended in such a case will dependhe facts and circumstances, including the reatiateriality of such terms or information.
We will notify you of any such amendment and EMA file with the SEC an amendment to the Schedue T

Amendments to this Offer may be made at any timd,feom time to time, by providing appropriate getiof the amendment. Any notice
pursuant to this Offer will be disseminated prompdl eligible employees in a manner reasonablygehesi to inform them of such change.
EMC and VMware have no obligation to publish, adgeror otherwise communicate any such public anocement except by making a press
release or as otherwise required by applicable law.
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Automatic Extension (page 54)

This Offer will be automatically extended, for ammium of one trading day, if a market disruptiometoccurs with respect to the EMC
Common Stock or the VMware Class A common stockitirer of the two days during which the value afteahare of EMC Common Stock
or VMware Class A common stock was originally expddo be determined.

Conditions to Completion of the Offer (page 54)

This Offer is subject to various conditions, indéhgithe IPO Registration Statement and the Exch&@ftgr Registration Statement being
declared effective by the SEC. EMC and VMware nmatheir discretion waive any of the conditionsyihole or in part, at any time and from
time to time, prior to their acceptance for exctemagd cancellation of EMC Options and EMC Restti@éck tendered pursuant to this Offer,
whether or not they waive any other condition tig tbffer. EMC’s and VMware’s failure at any timeéaercise any of these rights will not be
deemed a waiver of any such rights.

Risk Factors (page 19)

In deciding whether to tender your EMC Options MERestricted Stock, you should carefully consitier matters described in “Risk
Factors,” as well as other information includedhiis Prospectus-©ffer to Exchange and the other documents incotpdray reference herei

Business of VMware (page 80)

We are the leading provider of virtualization s@uos. Our virtualization solutions represent a piering approach to computing that
separates the operating system and applicatiowaatfrom the underlying hardware to achieve sigaift improvements in efficiency,
availability, flexibility and manageability. Our kions enable organizations to aggregate mulplwers, storage infrastructure and networks
together into shared pools of capacity that caalleeated dynamically, securely and reliably tolaggions as needed, increasing hardware
utilization and reducing spending. We believe thatmarket opportunity for our virtualization satuts is large and expanding, with
24.6 million x86 servers and 489.7 million businesnt PCs installed worldwide as of December 2@ér customer base includes 100% of
the Fortune 100 and over 84% of the Fortune 1,000.customer base for our server solutions has mgtovinclude 20,000 organizations of all
sizes across numerous industries. We believe duti@as deliver significant economic value for ausers, and many have adopted our
solutions as the strategic and architectural fotiaddor their future computing initiatives.

In the eight years since the introduction of otstfiirtualization platform, we have expanded offering with virtual infrastructure
automation products to address distributed andtg@@eous infrastructure challenges such as systeowerability and reliability, backup and
recovery, resource provisioning and managemengaigpand performance management and desktop sedtMe have also complemented
virtualization platforms with a suite of relatedtuial infrastructure management products. Our beratiproven suite of virtualization solutions
addresses a range of complex IT problems thatdeciofrastructure optimization, business continustyftware lifecycle management and
desktop management.

We work closely with over 200 technology partnéms|uding leading server, processor, storage, nedwg and software vendors. We
have shared the economic opportunities surroundigglization with our partners by facilitatinglation development through open
application programming interfaces (APIs), formatsl protocols and providing access to our sourde emd technology. The endorsement
support of our partners have further enhancedwaeness, reputation and adoption of our virtutibresolutions.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segrogtits market. We derive a
significant majority of our revenues from our laigdirect sales channel of more than
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4,000 channel partners that include distributasellers, x86 system vendors and systems integrd believe that our partners benefit
greatly from the sale of our solutions through &ddal services, software and hardware sales oppitets. We have trained a large number of
partners and end users to deploy and leverageobutions.

We have achieved strong financial performance te,des demonstrated by our revenue growth. Ourr®tanues were $703.9 million in
2006 and $387.1 million in 2005, representing amdase of 82% in 2006. Software license revenues $491.9 million in 2006 and $287.0
million in 2005, representing an increase of 7192006.

The historical financial information we have inobadin this Prospectus — Offer to Exchange incladiesations of certain corporate
functions historically provided to us by EMC, indlng tax, accounting, treasury, legal and humaaue®s services and other general
corporate expenses. These allocations were maeée basestimates which are considered reasonaldehynanagement. Our historical results
are not necessarily indicative of what our resoftsperations, financial position, cash flows ostsoand expenses would have been had we
been an independent entity during the historicabps presented or what our results of operatifinancial position, cash flows or costs and
expenses will be in the future when we are a plyptraded, stand-alone company.

VMware’s Industry Background (page 81)

The introduction of x86 servers in the 1980s predid low-cost alternative to mainframe and proarieUNIX systems. The broad
adoption of Windows and the emergence of Linuxexges operating systems in the 1990s establishéd&8/ers as the industry standard. The
growth in x86 server and desktop deployments hasdaoced new operational risks and IT infrastruettinallenges. These challenges include:

» Low Infrastructure Utilizatior. Typical x86 server deployments achieve an aveutiigation of only 10% to 15% of total capacity,
according to International Data Corporation (ID&)market research firm. Organizations typically ome application per server to
avoid the risk of vulnerabilities in one applicatiaffecting the availability of another application the same serve

» Increasing Physical Infrastructure Cos. The operational costs to support growing physidaastructure have steadily increas
Most computing infrastructure must remain operatiat all times, resulting in power consumptiomplatgy and facilities costs that
do not vary with utilization levels

* Increasing IT Management Co:. As computing environments become more complex|dbel of specialized education and
experience required for infrastructure managemerggmnel and the associated costs of such persbanelincreased.
Organizations spend disproportionate time and messwon manual tasks associated with server mainten and thus require more
personnel to complete these tas

» Insufficient Failover and Disaster Protecti. Organizations are increasingly affected by therme of critical server applicatiol
and inaccessibility of critical end user desktofise threat of security attacks, natural disastezalth pandemics and terrorism has
elevated the importance of business continuity mitegnfor both desktops and serve

» Desktop Management and Secu. Managing and securing enterprise desktops presgnérous challenges. Controlling
distributed desktop environment and enforcing manant, access and security policies without impgitisers’ ability to work
effectively is complex and expensive. Numerous lpagcand upgrades must be continually applied thtde®nvironments to
eliminate security vulnerabilitie

Virtualization was first introduced in the 1970setoable multiple business applications to sharefahdharness the centralized
computing capacity of mainframe systems. Virtudlmawas effectively abandoned during the 1980sX3iDs when clienserver application
and inexpensive x86 servers and desktops estafblishe
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the model of distributed computing. Rather tharrisigaresources centrally in the mainframe modeajaaizations used the low cost of
distributed systems to build up islands of compytiapacity, providing some benefits but also intikdg new challenges. In 1999, VMware
introduced virtualization to x86 systems as a mearficiently address many of these challengektartransform x86 systems into general
purpose, shared hardware infrastructure that oftgrssolation, mobility and operating system ctwifor application environments.

We believe that the addressable market opportdimitgur virtualization solutions is large and exgimg. IDC estimates that less than
one million of the 24.6 million x86 servers andslésan five million of the 489.7 million businedigeat PCs deployed worldwide are running
virtualization software. We believe industry trefde/ards more powerful yet under-utilized mutre servers and the increasing complexit
managing desktop environments will further acceéethe widespread adoption of virtualization fottbserver and desktop deployments.

VMware’s Solution (page 83)

Our virtualization solutions run on industry-stardiaervers and desktops and support a wide rangpeséting system and application
environments, as well as networking and storagastifucture. We have designed our solutions totioméndependently of the hardware and
operating system to provide customers with a bpdatform choice. Our solutions provide a key inggm point for hardware and
infrastructure management vendors to deliver défiiated value that can be applied uniformly acedlsapplication and operating system
environments. Key benefits to our virtualizatiomusions include:

» Server Consolidation and Infrastructure OptimizatidOur solutions enable organizations to achieveifsagmtly higher resource
utilization by pooling common infrastructure resoes and breaking the lega"“one application to one ser” model.

» Physical Infrastructure Cost Reductic Through server consolidation and containment,solutions reduce the required number of
servers and other related infrastructure overh®agianizations are able to significantly decreasssiglal infrastructure costs
through reduced data center space, power and go@quirements

» Improved Operational Flexibility and Responsiven We offer a set of automation and management soisitihat reduce the
amount of time IT professionals must spend on Igrgeactive tasks, such as provisioning, configoratmonitoring and
maintenance. Additionally, as the need for physitfahstructure decreases, so does the need fdrighé/-specialized personnel
required to manage and maintain such environm

» Increased Application Availability and Improved Biess Continuit. Our solutions enable organizations to reduce ptathned
and unplanned downtime in their computing environtady allowing them to securely migrate entireual environments to
separate servers or even data center locationsutitiser interruptior

« Improved Desktop Manageability and Secu. Our desktop virtualization solutions allow IT argzations to efficiently control ar
secure desktop environments to end users regaafi¢issir location, desktop hardware, operatingesysor business application
access need

VMware's Competitive Strengths (page 84)
We believe that the following competitive strengplosition us well to maintain and extend our lealigrin virtualization solutions:
» leading technology and market positit
* broad product portfolic
» open standards and choice of operating syst
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» large installed base of custome
e strong partner network; ar
» robust global support operations and servi

VMware's Growth Strategy (page 86)
Our objective is to extend our market leadershipiitualization solutions. To accomplish this olijee, we intend to:
* broaden our product portfoli
» enable choice for customers and drive standi
» expand our network of technology and distributi@ntpers;
» increase sales to existing customers and pursueunstwmers; an
* increase market awareness and drive adoption tofalization.

VMware’s Relationship with EMC (page 118)

We were acquired by EMC in January 2004, and poidhe IPO we have operated as a wholly owned digvgiof EMC. As a result, in
the ordinary course of our business, we have rederarious services provided by EMC, including &ogounting, treasury, legal and human
resources services. EMC has also provided us hélservices of a number of its executives and eyeplo prior to the IPO and will continue
do so after the IPO.

EMC Will Be Our Controlling Stockholder.Immediately following the IPO, EMC, which will hiblapproximately 43% of our Class A
common stock and 100% of our Class B common stwitkpwn approximately 89% of our outstanding commatock and 99% of the
combined voting power of our outstanding commorlsi@pproximately 88% of our outstanding commoristand 98% of the combined
voting power of our outstanding common stock if timelerwriters exercise in full the over-allotmeption that we have granted them in the
IPO). As a result, EMC will continue to control fsdlowing the completion of the IPO, and will belalbo exercise control over all matters
requiring stockholder approval, including the dlectof our directors and approval of significantmarate transactions.

Agreements Between EMC and U§Ve will enter into several agreements with EM@pto the completion of the IPO, including a
master transaction agreement, an administrativécgsragreement, a new tax sharing agreementteltestual property agreement, an
employee benefits agreement, an insurance matgegsment and a real estate agreement. For a déstigp these agreements and the other
agreements that we will enter into with EMC, re&ware’s Certain Relationships and Related PersamJactions—Relationship with EMC
Corporation.”

Impact of the Exchange Offer (page 42)

As of June 30, 2007, there were approximately 1g&@floyees who would be eligible to participat¢hie Offer. Based on an assumed
IPO Price of $24.00 per share (the midpoint ofrtirege reflected in the IPO Registration Statemamd) an assumed VWAP of $18.00 (which
is representative of recent trading prices of ENtiglg), a maximum of approximately 13.6 million sbeof our Class A class common stock
underlying options or restricted stock awards grdrubject to the Offer would be issued, pursuattie Offer, if all eligible employees
tendered all of their EMC Options and EMC Restdc&ock. We estimate that the unamortized faire/alithe exchanged awards will be
approximately $103.6 million, which will be recogat over the remaining vesting periods.

7
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To assist eligible employees in understanding titergial impact of the Offer on earnings per shewenote that supplemental pro forma
basic and supplemental pro forma diluted earnirgsspare amounts would have been $0.22 and $0.28year ended December 31, 2006
and $0.11 and $0.11 for the three months endedhviitc2007, respectively, assuming the following:

e Supplemental pro forma basic and diluted earnimgspare data assume actual pre-tax income iseddnc$415,000 and
$4,083,000 for the three months ended March 317 20@ the year ended December 31, 2006, respactared net income is
reduced by $259,000 and $2,552,000 for the thregmsaended March 31, 2007 and the year ended Dexre3ithb2006,
respectively, to reflect the estimated impact ef thspective period’s amortization of the increrakstock compensation expense
resulting from the Offer

» Supplemental pro forma basic weighted average st assume the issuance and sale of the fab@D00 shares of our Clas:
common stock (assuming the over-allotment opticexircised in full) had occurred January 1, 20QfpEmental pro forma basic
weighted average shares data also assume thedssaiath sale of 9,500,000 shares of our Class A ammstock to Intel (described
below in “Recent Developments”) had occurred Jan®al006. (This differs from the basic pro formex phare data presented
under “Summary Consolidated Financial Data,” “StdddConsolidated Financial Data” and the consatiddinancial statements.
That presentation includes only the incremental lIpemof shares necessary to be sold to fund the aneduhe April 2007 dividend
to EMC in excess of the most recent twelve mc’ earnings..

» Supplemental pro forma diluted earnings per shareuats assume (1) the issuance and sale of the &lasmmon stock (pursua
to the IPO and to the Intel investment) on the sedascribed above and (2) the consummation of ffex @suming 100% of all tt
options and shares are exchanged, assuming anrlB&©oP$24.00 per share (the midpoint of the rasefeforth on the cover of this
IPO Registration Statement) and assuming a VWA®L8f00 (which is representative of recent tradiriggs of EMC stock). If
zero equity instruments were assumed to be excldadiated income per share for these periods wbelthe same as the basic
earnings per shar

This compares to reported basic and diluted easnpeg share of $0.26 and $0.26 for the year enageeéibber 31, 2006 and $0.12 and
$0.12 for the three months ended March 31, 20Gpetively.

Recent Developments

VMware and Intel Corporation, or Intel, have hadoagoing strategic relationship. VMwaseddase virtualization platform virtualizes Ir
architecture. Intel Capital Corporation, or Intelfital, the global investment arm of Intel, haseaglrto invest $218.5 million in our Class A
common stock at $23.00 per share, subject to thiation of the applicable waiting period under thart-Scott-Rodino Antitrust
Improvements Act of 1976, or the HSR Act, and tas$action of other customary closing conditiodpon the closing of the investment, Intel
Capital will own 9.5 million shares, or approximigt&2.7%, of our Class A common stock to be outditag after this offering and
approximately 2.5% of our total outstanding comrstatk which will then be outstanding, which shasésrepresent less than 1% of the
combined voting power of our outstanding commorlst®ursuant to Intel Capital’'s proposed investmanthe later of the closing of the
investment, and the earlier of the completion & tifering and September 30, 2007, our board r&fatibrs will appoint a new board member,
an Intel executive to be designated by Intel arptable to our board. We have also entered iniowvastor rights agreement with Intel
pursuant to which Intel will have certain regisiatand other rights as a holder of our Class Armmom stock. See “Description of Capital
Stock of VMware.” In addition, we and Intel havelened into a routine and customary collaborationrngging agreement that expresses the
parties’ intent to continue to expand their coopieesefforts around joint development, marketingl amdustry initiatives. Intel’s investment is
intended to foster strengthened intercompany coftkion towards accelerating VMware virtualizatfmmoduct adoption on Intel architecture
and reinforcing the value of virtualization techogy for customers.
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This investment will not cause any change to VMvsacentinued operation under our rules of engageéméh respect to open industry
partnerships and confidentiality principles thatpublish to our technology partners.

Legal and Other Limitations (page 56)

This Prospectus—Offer to Exchange is not an offiesdl or exchange and it is not a solicitatiomofoffer to buy any shares of EMC'’s
common stock or VMware Class A common stock in jamigdiction in the United States in which the offsale or exchange is not permitted.
EMC and VMware are not aware of any jurisdictiortie United States where the making of this Offetoacceptance would not be legal. If
EMC or VMware learn of any jurisdiction where madsithis Offer or its acceptance would not be peeditEMC and VMware intend to make
a good faith effort to comply with the relevant laworder to enable such offer and acceptance febmitted. If, after such good faith effort,
EMC and VMware cannot comply with such law, EMC afidware will determine whether this Offer will beade to and whether tenders v
be accepted from or on behalf of persons who a@er®of shares of EMC Options and EMC RestrictetiSresiding in the jurisdiction.

In any jurisdiction in which the securities or blskey laws require this Offer to be made by a lieshisroker or dealer, this Offer may be
made on EMC’s or VMware’s behalf by one or moreistgged brokers or dealers licensed under the tdwgach jurisdiction.

Market Prices; Dividend Information (page 57)

EMC’s common stock is listed on the New York Stéoichange under the symbol “EMC.” VMware Class A coom stock has been
approved for listing on the New York Stock Exchanigeler the symbol “VMW.” The closing sales priceedfiIC’'s common stock was $18.66
on July 6, 2007, the last full trading day prioithe date of this Prospectus—Offer to Exchange.ifitiieative exchange ratio that would have
been in effect following the official close of tiad on the New York Stock Exchange on July 6, 2@@&ed on the average (arithmetic mean)
of the VWAP of EMC’s common stock on July 5, 200 auly 6, 2007, the last two full trading day<opto the date of this Prospectu®#fer
to Exchange and assuming an IPO Price of $24.08hzee (the midpoint of the range of the estim&®&a price reflected in the IPO
Registration Statement), would have provided fgrapimately 0.76912 shares (subject to rounding gnant-by-grant basis) of VMware
Class A common stock subject to a VMware Optioslares of VMware Restricted Stock to be exchangedvery share of EMC common
stock subject to an EMC Option or share of EMC R&sid Stock accepted for exchange in the Offer.

EMC has never paid cash dividends on its commarksiéMware paid cash dividends of $190.0 milliord&$92.9 million to EMC in
2005 and 2004, respectively, and an $800.0 milliwidend payable to EMC in the form of a note infiA@007. VMware does not anticipate
declaring any cash dividends in the foreseeabledut

U.S. Federal Income Tax Consequences (page 132)

The exchange of options and restricted stock puatdoathis Offer is expected to be treated as atagable exchange and the Company
and the participants in the exchange are not eggdotrecognize income for U.S. federal incomeptaposes upon the tender of EMC Options
and EMC Restricted Stock and the award of VMwaréddg and VMware Restricted Stock. All incentivect options that are tendered in
Offer will be exchanged for nonqualified stock opis. VMware may be entitled to a tax deduction ugenexercise of the nonqualified stock
options issued as VMware Options.

An optionholder who receives nonqualified stockiaps in VMware in exchange for incentive stock ops will, with respect to such
nonqualified stock options, not be eligible for fagorable tax treatment that is available to itisenstock options. That favorable tax treatn
consists generally of the ability to exercise the
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option without an immediate tax liability for th@tionee and the ability to receive capital gainsttaatment upon disposition of the underlying
shares under certain circumstances.

Additional tax information with respect to the VMware Options and VMware Restricted Stock granted undethe VMware 2007
Equity and Incentive Plan (2007 Equity and Incentive Plan”) is provided under “U.S. Federal Income Ta Consequences.” This
information is a brief summary only and reference $ made to the Internal Revenue Code of 1986, as amded, and the regulations and
interpretations issued thereunder, for a completetatement of all relevant federal tax consequence¥/e recommend that you consult your
own tax advisor with respect to the country, staté local tax consequences of participating in @ffer.

No Appraisal Rights (page 43)
No appraisal rights are available to EMC sharehslde VMware stockholders in connection with thi§eD

Accounting Treatment of the Offer (page 43)

Accounting for the transaction will result in arciemental accounting expense for VMware equaleovtdiue of the awards granted in
exchange over the value of the awards tenderedesebted for exchange based on a “Black-Schefasiation. It is expected that there will
excess fair value of the awards granted in the axgé over the fair value of the awards tenderedaandpted for exchange based on a “Black-
Scholes” valuation, even though the “intrinsic” walto eligible employees will remain the same (scbjfo the effects of rounding fractional
amounts), because the “Black-Scholes” valuatioegakto account the expected volatility of a staekich is expected to be different between
EMC Stock and VMware Stock. Additionally, the exfeetterm of the options granted in the exchange difégr from the options tendered &
accepted for exchange, which would result in aneimental expense. The incremental expense wikbegnized by VMware over the
remaining vesting period of the awards.

Comparison of Stockholder Rights (page 143)

VMware is organized under the laws of the StatBefware, while EMC is organized under the lawthefCommonwealth of
Massachusetts. Differences in the rights of a stolder of VMware from those of a shareholder of EBt@e principally from differences in
the laws of Delaware and Massachusetts and theitttive documents of each of VMware and EMC.

The Information and Exchange Agent
The information and exchange agent for this Offdviellon Investor Services.

10
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Comparative Per Share Data
The following tables present certain historical pleare data for EMC and certain historical perestaad pro forma data for VMware.

You should read the information below together witiware’s audited consolidated financial statememtd related notes and the
information under “VMware Management’s Discussiowl &nalysis of Financial Condition and Results @ie@ations” included elsewhere in
this Prospectus—Offer to Exchange and the histbfiiltancial statements and related notes contam&MC’s Form 10-K and Form 10-Qs
that EMC has filed with the SEC and which are ipovated herein by reference. To obtain copieseddldocuments, see “Where You Can
Find More Information about EMC and VMware” on pdd2. The unaudited pro forma data below is fasiilative purposes only. The
companies might have performed differently had thegrated as stand-alone companies during allgepoesented. Accordingly, the
historical results should not be relied upon asmditator of future performance. You should noyreh the information as being indicative of
the historical results that would have been aclderehe future results of operation or financiahdition that the companies will experience in
the future.

EMC
Three Months Ended
March 31, Years Ended December 31,
2007 2006 2006 2005 2004 2003 2002
(in thousands, except per share amount:
Cash dividends per she $ — $ — $— $— $— $— $ —
Net income (loss) per weighted average st
Basic 0.1t 0.12 0.54 0.4¢ 0.3¢€ 0.22 (0.05)
Diluted 0.1¢ 0.11 0.54 0.47 0.3€ 0.22 (0.0%)
March 31,

2007

Book value per shai $ 4.9¢
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VMware
Successor Compan' Predecessor Compan'
Three Months Ended March 31, Year Ended December 31
(in thousands, except per share amount: (in thousands)
Period
Period from from
January 9, February 1,
2004 to Year
December 31 2003 to Ended
January 8, January 31
2007 2006 2006 2005 2004 2004 2003
Cash dividends per shate $ — $ — $ 241 $ 057 $ 0.2¢ $ — $ —
Net income per weighte
average share for Class
and Class B
Basic 0.1z 0.0€ 0.2¢ 0.2C 0.0& N/A N/A
Diluted 0.1z 0.0€ 0.2¢ 0.2C 0.0t N/A N/A
March 31, 2007
Book value per shai $ (0.55)
Three Months Year Ended
Ended March 31 December 31
2007 2006
Pro forma @:
Cash dividends per shdte $ — $ 2.1%
Net income (loss) pe
weighted average share
for Class A and Class |
Basic $ 0.11 $ 0.22
Diluted $ 0.11 $ 0.22
March 31, 2007
Pro forma @):
Book value per shai $ 2.3¢

(1) In April 2007, VMware declared an $800,000 divideadEMC. The dividend has been given retroactifeatfas of December 31, 20(

(2) The pro forma data gives effect to (i) the &ste and sale of 37,950,000 shares of our Clagsvnon stock in the IPO (assuming the
over-allotment option is exercised in full) at assamed IPO Price of $24.00 per share (the midpditite range of the estimated IPO Price
reflected in the IPO Registration Statement),tfi§ issuance and sale to Intel of 9,500,000 shwdresr Class A common stock for
proceeds of $218,500, (iii) the deduction of estedaunderwriting discounts and offering expensespie by us and (iv) the
consummation of the Offer as described in this peosi—Offer to Exchange, assuming an IPO Price of $24riDa VWAP of $18.0(

The consummation of the Offer will result in incremtal pr-tax stocl-based compensation expense based on the diffelbeheeen the
exchange date fair value of the options and résttistock surrendered and the fair value of thepptand restricted stock issued in return.
Assuming the consummation of the Offer at an asslunigal public offering price of $24.00 per shdtke midpoint of the range of the
estimated IPO Price reflected in the IPO RegisireStatement) and a VWAP equal to $18.00 per gmdrieh is representative of recent
trading prices of EMC stock), there will be incrertad stock-based compensation of $7,700, whichlvéltecognized over the vesting
periods of the equity instruments exchanged inGffer. The historic, pro forma adjustments and forma total stock-based compensation
and net income for the year ended December 31, @08@he three months ended March 31, 2007 isliasvi

Three Months Ended March 31, 2007 Year Ended December 31, 2006
Pro forma Pro Pro forma Pro
Actual Adjustments Forma Actual Adjustments Forma
Total pre-tax stoclased compensatis
expense $ 8,72( $ 41t $ 9,13¢ $38,99' $ 4,08 $43,08(
Net income 41,08( (259) 40,82: 85,89( (2,55%) 83,33¢

12
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The final incremental p-tax stock based compensation expense will be detechibased on the number of EMC Options and E
Restricted Stock exchanged, the actual IPO pridetlza actual VWAP. The following table provides siimities to the pro forma basic a
diluted earnings per share for differences in thiier of equity instruments exchanged, the assuR@drice and the assumed VWAP.
The amounts below assume the issuance of 37,956t@06s of Class A common stock in the IPO, the sadl issuance of 9,500,000
shares of Class A common stock to Intel and thepdetion of the exchange offer on the following teri

Three Months Ended March 31, 2007 Year Ended December 31, 2006
Pro Forma Pro Forma
Pro Forma Diluted Pro Forma Diluted
Basic Earnings Earnings per Basic Earnings Earnings per
per Share Share per Share Share

50% of EMC Options and EM

Restricted Stock are exchanged

assuming an IPO price of $24.0!

per share and a VWAP of $18.0

per share $ 0.11 $ 0.11 $ 0.2z $ 0.2z
100% of EMC Options and EMC

Restricted Stock are exchanged,

assuming an IPO price of $25.00

per share and a VWAP of $18.00

per share $ 0.11 $ 0.11 $ 0.2z $ 0.2z
100% of equity instruments are

exchanged, assuming an IPO of

$23.00 per share and a VWAP ¢

$20.00 per shar $ 0.11 $ 0.11 $ 0.2z $ 0.2z

13
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VMWARE'S SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial dgttauld be read together with “VMware ManagemenisDssion and Analysis of
Financial Condition and Results of Operations” and consolidated financial statements and relatédsincluded elsewhere in this
Prospectus—Offer to Exchange.

The data for the years ended December 31, 200@@0f] and the period from January 9, 2004 to Dece®be?004 have been derived
from our audited consolidated financial statemémtbided elsewhere in this Prospectus—Offer to Brge. The data for the three months
ended March 31, 2007 and 2006 have been deriveddwo unaudited consolidated financial statementkided elsewhere in this
Prospectus-Offer to Exchange. We have prepared the unaudideddtidated financial statements on the same badise audited consolidat
financial statements and, in the opinion of managanthe statements reflect all adjustments, wirichude only normal recurring adjustments,
necessary to present fairly the financial informiatset forth in these statements. On January 8}, 2000f our capital stock was purchased by
EMC. The acquisition was accounted for as a puechascordingly, our assets and liabilities wereustdid to their fair market values. Prior to
the acquisition by EMC, our fiscal year ended omuday 31. In connection with the acquisition, aacél year end was changed to
December 31 to conform to EMC’s year end. The #at¢he fiscal year ended January 31, 2003 wayvel@from the audited consolidated
financial statements of our predecessor, whiclnaténcluded in this Prospectus—Offer to Excharges data for the period from February 1,
2003 to January 8, 2004 was derived from the unedidionsolidated financial statements of our pressar, which are not included in this
Prospectus—Offer to Exchange. As a result of oguisition by EMC and the resulting change in basis,results of operations and financial
position of our predecessor are not comparable evittresults of operations and financial positiolofving our acquisition by EMC.

Our consolidated financial statements include alfions of certain corporate functions provided¢doy EMC, including general
corporate expenses. These allocations were maee basestimates of effort or resources incurredwrbehalf and which are considered
reasonable by management. Additionally, certairiotosts incurred by EMC for our direct benefiglsas rent, salaries and benefits have
included in our financial statements.

14
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The financial statements included in this ProspeetOffer to Exchange may not necessarily reflectresults of operations, financial
position and cash flows as if we had operatedstarad-alone company during all periods presentedoAlingly, our historical results should
not be relied upon as an indicator of our futurdqrenance.

Successor Company Predecessor Company
Period from
Three Months Years Ended Period from February 1,
Ended March 31, December 31, January 9, Year
2004 to 2003 to Ended
December 31 January 8, January 31,
2007 2006 2006 2005 2004 2004 2003
(in thousands, except per share amount: (in thousands)
Summary of Operations:
Revenues
License® $169,55° $ 90,30C $491,90: $287,00¢ $ 178,87 $ 61,98( $ 31,21¢
Serviced? 89,13¢ 38,777 212,00: 100,06¢ 39,88! 12,22( —
Total revenue 258,69' 129,077 703,90  387,07: 218,75t 74,20( 31,21¢
Costs of revenue:
Cost of license revenué&® 20,55¢ 12,40¢ 59,20: 40,34( 32,81 3,44¢ 5,59¢
Cost of services revenu@s® 23,46¢ 9,59¢ 64,18( 24,85; 12,62¢ 4,77 —
44,02« 22,00¢  123,38: 65,19: 45,43¢ 8,21¢ 5,59¢
Gross profil 214,67. 107,07 580,52: 321,88. 173,32( 65,98 25,62(
Operating expense
Research and developméht 54,95¢ 22,33t  148,25: 72,56: 43,90( 25,38 15,78¢
Sales and marketing 86,701 42,56¢ 238,327 124,96 59,97¢ 23,02¢ 12,45
General and administrativ@ 26,62« 11,847 69,60: 30,76: 19,03} 11,53¢ 4,16¢
In-process research and developn — — 3,70(C — 15,20( — —
Operating income (lost 46,38 30,32t  120,63¢ 93,59¢ 35,207 6,03z (6,799
Investment incom 2,97 34C 3,271 3,07 53 4632 554
Other income (expense), r 59 (34¢) (1,369 (1,332 (110 (27) —
Income (loss) before tax 49,41¢ 30,317 122,54 95,34( 35,15( 6,46¢ (6,239
Income tax provisioff) 8,33¢ 9,981 36,83: 28,56¢ 18,36¢ 1,84¢ 14E
Income (loss) before cumulative effect of a chainge
accounting principlt 41,08( 20,33¢ 85,71¢ 66,77" 16,78: 4,62( (6,389
Cumulative effect of a change in accounting pritec
(net of tax) — 17¢ 17& — — — —
Net income (loss $ 41,08 $ 20,517 $ 85,89 $66,77F $ 16,78. $ 4,62( $ (6,389
Net income per weighted average share, basic
diluted for Class A and Class $ 01z $ 006 $ 02 $ 020 $ 0.0t N/A N/A
Weighted average shares, basic and diluted fors@le
and Class E 332,500 332,50 332,500  332,50( 332,50( N/A N/A
Pro forma basic and diluted earnings per share for
Class A and Class B $ 0.11 $ 024
Pro forma weighted average shares, basic and dilu
for Class A and Class 363,36t 363,36¢
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Successor Compan' Predecessor Compan'

December 31, January 31,
March 31, January 8,
2007 2006 2005 2004 2004 2003
(in thousands) (in thousands)
Balance Sheet Data

Cash and cash equivalel $ 258,46( $ 176,13: $ 38,65: $ 36,05¢ $49,88: $ 13,68¢
Working capital (deficiency 3,44¢ (55,319 (134,199 (29,16¢) 12,18¢ 6,56¢
Total asset 1,244,31 1,145,95I 799,80¢ 697,67" 82,01t 39,55¢
Total stockholder’s equity (deficity (183,49)) (230,81:) 453,82 560,28: (27,455 (35,566

(1) In 2006, VMware acquired all of the outstandgingires of Akimbi Systems, Inc. See Note B to thresolidated financial statements
included elsewhere in this Prospe—Offer to Exchange

(2) The Company did not separate its revenues sirafaevenues between license and services forgaeended January 31, 2003. For
purposes of this presentation, the total revennddatal cost of revenues for such period have Ipeesented license revenues and cost of
license revenues, respective

(3) Includes stoc-based compensation, acquisi-related intangible amortization and capitalizedwafe development costs amortizati
and excludes capitalized software development castsdicated in the table belo

Successor Company Predecessor Company
Period from
Three Months Year Ended .
Ended March 31, December 31, Period from February 1,
January 9,
2004 to 2003 to Year Endec
December 31 January 8, January 31,
2007 2006 2006 2005 2004 2004 2003

Cost of license revenu
Stock-based compensatic $ 36 $ 14 $ 99 $ — $ — $ — $ —
Acquisition-related intangible

amortization 5,21t 5,38 21,84( 23,35 25,48 — —
Capitalized software development cc

amortization 7,981 2,76¢ 22,29¢ 6,15¢ 1,31% — —
Cost of services revenu — —
Stoclk-based compensatic 494 39t 2,38¢ 1,29¢ 1,061 — —
Research and developmt
Stoclk-based compensation r

capitalized 6,39: 2,22 26,34: 14,65¢ 10,29: — —
Total capitalized software developmel

costs (7,599 (27,677) (43,019 (25,109 (8,155 — —
Stock-based compensation included in

total capitalized software

development costs abo 927 5,32¢ 10,48¢ 3,54¢ — — —
Sales and marketin
Stoclk-based compensatic 2,94¢ 1,84( 12,02( 5,341 4,672 — —
Acquisition-related intangible

amortization 577 544 2,18¢ 1,78t — — —
General and administrativ
Stoclk-based compensatic 1,77¢ 1,99 10,38: 5,77¢ 3,51¢ — —
Acquisition-related intangible

amortization 49¢ 374 1,49¢ 1,00( 773 — —

(4) The income tax effect of stock-based compeosaticquisition-related intangible amortizationpitalized software development costs and
amortization of capitalized software developmerstsavas $5,144, $(167), $18,042, $9,567, $9,083ate-$— for the three months
ended March 31, 2007 and 2006, the years endechibere31, 2006 and 2005, the period from Janua?p@4 to December 31, 2004, the
period from February 1, 2003 to January 8, 20042408, respectively
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(5) Unaudited pro forma per share data gives effedhenweighted average shares used in the calcojdtidhe additional 30.9 million shart
which, when multiplied by the assumed offering prid $24.00 per share (the midpoint of the rangéosth in the IPO Registration
Statement), and after giving effect to a pro réitacation of offering costs, would have been regdito be issued to generate proceeds
sufficient to pay the portion of the $800,000 demd declared in April 2007 (see Note M to the ctidated financial statements included
elsewhere in this Prospec—Offer to Exchange) that exceeded the most recegitvenmonth’ net earnings

(6) The stockholde’ equity (deficit) as of March 31, 2007, gives retitdee effect to the $800,000 dividend paid to EMGhe form of a not

in April 2007. See Note M to the financial staterse
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EMC'S SELECTED HISTORICAL CONSOLIDATED FINANCIAL DA TA

Summary of Operations:

Revenue:

Operating income (los

Net income (loss

Net income (loss) per weighted aver:
share, basi

Net income (loss) per weighted aver:
share, dilutec

Weighted average shares, be

Weighted average shares, dilu

Balance Sheet Data
Working capital

Total asset

Long-term obligation$)
Stockholder equity

Three Months Ended

March 31, Year Ended December 31
2007 2006 20061 2005(3) 20044 20036) 2002
(in thousands, except pe (in thousands, except per share amount:
share amounts)
$ 2,975,000 $ 2,550,68 $11,155,09 $ 9,663,95' $ 8,229,48! $ 6,236,80! $5,438,35:
341,52¢ 302,82 1,207,75! 1,480,42: 1,043,99: 401,15 (493,83)
312,60° 272,45¢ 1,223,98. 1,133,16! 871,18¢ 496,10¢ (118,70¢)
$ 0.1 $ 012 $ 054 $ 0.4¢ $ 0.3€ $ 02z $  (0.09
$ 0.1t $ 0.11 $ 054 % 0471 $ 03¢ $ 02z $ (0.0%)
2,080,03! 2,350,60! 2,248,43: 2,382,97 2,402,19: 2,211,54. 2,206,29
2,121,821 2,400,31. 2,286,30- 2,432,58. 2,450,571 2,237,650 2,206,29.
March 31, December 31,
2007 2006 2006(M@ 200503 20044 20030 2002
(in thousands, except per (in thousands, except per share amounts)
share amounts)
$ 3,554,002 $ 2,365,07 $ 2,639,48. $ 2,900,111 $ 1,882,221 $ 2,140,77' $2,175,59
18,622,30 16,662,005 18,566,24 16,790,38 15,422,990 14,092,86 9,590,44
3,571,56! 113,40¢ 3,454,66! 129,99 130,84« 132,63¢ 6,96:
10,339,77 12,115,19 10,325,70 12,065,43 11,523,28 10,884,72 7,226,00:

(1) In 2006, EMC adopted FAS No. 123R “Share-bd@a¢ment” which requires the expensing of stockanysti As a result of adopting the
new standard, Operating income decreased by $24illién, Net income decreased by $204.5 milliont eome per weighted average
share, basic decreased by $0.10 and Net incomegighted average share, diluted decreased by ¢

(2) In 2006, EMC acquired all of the outstanding shafdRSA Security Inc., Network Intelligence Corptioa, Kashya, Inc., Interlink Grou,
Inc., nLayers Ltd., Akimbi Systems, Inc. and Avariiachnologies, Inc. and acquired the assets of &naity Software Solutions Ltd

(3) In 2005, EMC acquired all of the outstanding shafeSystem Management Arts Incorporated and Ca@fawvare Corporatior
(4) In 2004, EMC acquired all of the outstanding shafegMware.

(5) In 2003, EMC acquired all of the outstanding shafdsEGATO Systems, Inc. and Documentum, |

(6) Includes lon~term convertible debt and capital leases, excludurgent portion
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RISK FACTORS

Risks Related to the Offer
You will be subject to different risks if you tendEMC Options or shares of EMC Restricted Stocktire Offer.

If you exchange all of your EMC Options and shareEMC Restricted Stock, and you do not otherwia® &MC Stock, then you will
no longer have an interest in EMC and its posdiltiere growth, but instead you will have an intéiasvMware and its possible future grow
As a result, you will be subject exclusively tokgsassociated with an investment in VMware andrisés associated with an investment in
EMC.

If you exchange some, but not all, of your EMC ©p#$ or shares of EMC Restricted Stock, then youhaie an interest in both EMC
and its possible future growth and VMware and dsgible future growth and you will be subject te tlsks associated with investments in |
EMC and VMware. This means that, in the future Mvére Option that you receive in the exchange ctweldout of the money” at a time
when, based on the then current price of EMC StilekEMC Option you exchanged would have beenténrhoney” had you retained it. If a
VMware Option that you receive in the exchange beeo“out of the money” and remains “out of the mgradter it vests and until its
expiration, it will then be worthless.

If you do not exchange any of your EMC Options ahdres of EMC Restricted Stock, then you will coudi to have an interest in EMC
and its possible future growth and will be subjedhe risks associated with an investment in EMGwever, if you otherwise have or receive
VMware Options or shares of VMware Stock, you wdhtinue to have an interest in VMware and its fimbsguture growth and will be subje
to the risks associated with an investment in VMavar

You will not know the exact number of VMware Optisior shares of VMware Restricted Stock that youlwélceive in the exchange at
the time by which you must decide whether or noteéader your EMC Options or shares of EMC Restridt&tock.

A final Exchange Ratio will be posted at approxieha®:30 p.m., Pacific Time, after the Offer exgin the Expiration Date. As you
must make any election to tender before that tioa,will not know exactly how many VMware Optionsshares of VMware Restricted Stc
you will receive in exchange for your tendered ER@tions or shares of EMC Restricted Stock whenrypale your electior

If you tender vested EMC Options, the VMware Optiothat you receive in exchange will have a new iregschedule.

If you tender vested EMC Options, the VMware Opgidimat you receive in exchange will be subject tea vesting period, commenci
on the Grant Date, which provides for full vestiagbject to continued employment, following a pérémual to the shorter of twelve months or
90 days prior to the scheduled expiration of tmelézed EMC Options (but if such 90th day would hiergto the date of grant, then the
VMware option granted would vest on the date ohgtalrhese VMware Options will not be vested at@rant Date and will vest monthly in
equal amounts over the vesting period. Therefara,will lose the benefit of the time towards vegtthat you accumulated in order to vest
those EMC Options. Subject to the conditions ofryaption agreement and the terms of the applicBRME Plan, if your employment with
VMware terminates following the Grant Date, unvdstware Options that you receive in the exchangs tve forfeited.

If you tender shares of EMC Restricted Stock, tHeses of VMware Restricted Stock that you receimeekchange may not be subject
to the same acceleration provisions.

Except as described in the next risk factor, EMGtReted Stock properly tendered in this Offer aotl withdrawn will be exchanged for
VMware Restricted Stock which will continue to bevgrned by the same
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provisions regarding timing of the lapse of resivics and other terms and conditions of the EMCiiRged Stock for which it was exchanged,
except that the certain VMware Restricted Stocketieing on the date of grant, received in this Offidd be subject to different acceleration
provisions related to VMware achieving certain parfance benchmarks than those applicable to th@atliEMC Restricted Stock award.

If you tender vested EMC Options or Restricted $tothe VMware Options or VMware Restricted Stoclattyou receive in exchange
will not be subject to accelerated vesting on a éctge in control.”

The EMC Options and EMC Restricted Stock which gray tender in the Offer were, in certain circumes&a) subject to accelerated
vesting on a “change in control” of EMC. The VMwaDgtions and VMware Restricted Stock that we willrg in the exchange will not be
subject to accelerated vesting on a “change inrobhiThis means that, unless otherwise provided atithe, tyou will not receive the benefit
your VMware Options and VMware Restricted Stockdmeing fully vested or unrestricted upor‘change in control.”

If you do not tender some or all of your EMC Optisror shares of EMC Restricted Stock, you could Itise rights to those EMC
Options and shares of EMC Restricted Stock if EMEases to hold shares of VMware Stock representi@gosor more of the total
outstanding voting power of VMware.

EMC Options and EMC Restricted Stock that you ckaust to tender for exchange, or that are not ptppendered in this Offer, will
remain outstanding and retain all their currenitgrincluding exercise price, term, vesting scheduld timing of the lapse of restrictions for
EMC Restricted Stock as applicable. For so longME continues to hold shares of VMware Stock repméag 50% or more of the total
outstanding voting power of VMware, service with Mire will be considered service with EMC for purpe®f vesting and determining
timing of the lapse of restrictions for EMC Redteit Stock. However, if EMC ceases to hold sharéghfvare stock representing 50% or m
of the total outstanding voting power of VMwareuy@mployment will be treated as terminated forppses of such awards, and any EMC
Options and EMC Restricted Stock then held by ydube terminated in accordance with the termshef &pplicable award.

If the VMware Options that you receive in the exahge vest or if the restrictions on the VMware Résted Stock that you receive in
the exchange lapse, you may be prohibited from fyeselling the shares of VMware Stock that you reeefrom such exercise or lapse
of restrictions for a period of time.

VMware has agreed with the underwriters that, esralition to participating in this Offer, particiireg employees who receive VMware
Options or VMware Restricted Stock must agree todigpose of or effectively dispose of (e.g., bgdiaeg) any restricted stock or shares of
common stock underlying such options for a peribdi@® days from the date the SEC declares the IB@isRation Statement effective.
Therefore, you will not be able to sell or dispo$such shares, if you have any, until after treatqa, and there is no guarantee that the prii
VMware Stock will be as high after that period &is iduring that period.

Tax-Related Risks

The tax treatment of VMware Options issued pursudatthis Offer under tax law is not completely cai, and you may be required
recognize income prior to the exercise of your VMwaDptions or pay an additional tax in respect afch VMware Options under
applicable tax laws if you participate in this Offe

Although we do not expect it to be the case, jtdssible that VMware Options issued pursuant t® @ffer will be subject to taxes that
are imposed under Section 409A of the Internal ReeeCode governing nonqualified deferred compemsaiiherefore, if you receive
VMware Options pursuant to this Offer, there ihamce you may incur taxes and penalties under@e4€@9A with respect to the VMware
Options. In addition, if you are subject to the kaws in more than one jurisdiction, you shouldabere that tax consequences of more that
jurisdiction may apply to your VMware Options agegult of your participation in this Offer. You aadvised to consult with your personal
advisor with respect to the decision whether taigipate in this Offer.
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The VMware Options that you receive in the exchangdl not qualify as incentive stock options.

VMware Options granted in exchange for incentivcektoptions tendered for exchange and acceptediguirso this Offer will not
qualify as incentive stock options. You will these# not be eligible for the favorable tax treatntdat may be available for incentive stock
options, which generally may be exercised withouiramediate tax liability for the optionee and whiallow the optionee under certain
circumstances to receive capital gains tax treatmpon disposition of the underlying shares.

If you are a resident of the U.S. but subject to fieign tax laws, there may be tax and social insurarie consequences that may app
to you for tendering EMC Options or shares of EMC Restricted Stock in exchange for VMware Options orlsares of VMware
Restricted Stock pursuant to this Offer. You shouldbe certain to consult your own tax advisors to disuss these consequences.

Risks Relating to VMware’s Business

The virtualization products and services we seledrased on an emerging technology and therefore lbgential market for our
products remains uncertain.

The virtualization products and services we develog sell are based on an emerging technologyophatind our success depends on
organizations and customers perceiving technolbgivd operational benefits and cost savings assatigith adopting virtualization solutior
Our relatively limited operating history and théatevely limited extent to which virtualization adlons have been currently adopted may make
it difficult to evaluate our business because thieiptial market for our products remains uncertdmthe extent that the virtualization market
develops more slowly or less comprehensively tharexpect, our revenue growth rates may slow médliedaour revenue may decline
substantially.

We expect to face increasing competition that cotdgdult in a loss of customers, reduced revenuesiecreased profit margins.

The market for our products is competitive and wgeet competition to significantly intensify in tifigture. For example, Microsoft
currently provides products that compete with safmeur entry-level offerings and has announcedhtisntion to provide products that will
compete with some of our enterprise-class prodadfse future. We also face competition from otb@empanies, including several recent
market entrants. Existing and future competitory m&roduce products in the same markets we sarugend to serve, and competing
products may have better performance, lower priceier functionality and broader acceptance tharpooducts. Many of our current or
potential competitors also have longer operatisgohies, greater name recognition, larger custdrases and significantly greater financial,
technical, sales, marketing and other resourceswleado. This competition could result in increapéding pressure and sales and marketing
expenses, thereby materially reducing our profitgims, and could harm our ability to increase, ause us to lose, market share. Increased
competition also may prevent us from entering mtoenewing service contracts on terms similahtisé that we currently offer.

Some of our competitors and potential competitapply a wide variety of products to, and have vestlablished relationships with, our
current and prospective end users. Some of theapetiiors have in the past and may in the futuke tadvantage of their existing relationst
to engage in business practices that make our ptetkss attractive to our end users. For exanMitzosoft has recently implemented
distribution arrangements with x86 system vendagsiadependent software vendors, or ISVs, relatezttain of their operating systems that
only permit the use of Microsoft’s virtualizatioarfnat and do not allow the use of our corresponébngat. Microsoft has also recently
implemented pricing policies that require customergay additional license fees based on certaés o§virtualization technology. These
distribution and licensing restrictions, as welloéiser business practices that may be adopteckifutore by our competitors, could materially
impact our prospects regardless of the merits opoaducts. In addition, competitors with existirggationships with our current or prospective
end users could in the future integrate competitygabilities into their existing products and mékam available without additional charge.
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We also face potential competition from our pané&ior example, third parties currently selling products could build and market th
own competing products and services or market ctingpproducts and services of third parties. Ifave unable to compete effectively, our
growth and our ability to sell products at profi@imargins could be materially and adversely aéféct

Industry alliances or consolidation may result im¢reased competition.

Some of our competitors have made acquisitionsitared into partnerships or other strategic retetiips with one another to offer a
more comprehensive virtualization solution tharytimelividually had offered. We expect these tretalsontinue as companies attempt to
strengthen or maintain their market positions mekolving virtualization infrastructure industiMany of the companies driving this trend h
significantly greater financial, technical and othesources than we do and may be better posititmadquire and offer complementary
products and technologies. The companies resttimy these possible combinations may create mamgetling product offerings and be a
to offer greater pricing flexibility than we can may engage in business practices that make it diffieult for us to compete effectively,
including on the basis of price, sales and marggtiograms, technology or product functionalitye$a pressures could result in a substantial
loss of customers or a reduction in our revenues.

Our operating results may fluctuate significantlyyhich makes our future results difficult to predi@nd may result in our operating
results falling below expectations or our guidanoghich could cause the price of our Class A comnsinck to decline.

Our operating results may fluctuate due to a wakéfactors, many of which are outside of our cohtAs a result, comparing our
operating results on a period-to-period basis nwybe meaningful. You should not rely on our pasuits as an indication of our future
performance. In addition, a significant portionooir quarterly sales typically occurs during the fasnth of the quarter, which we believe
generally reflects customer buying patterns foemrise technology. As a result, our quarterly afieg results are difficult to predict even in
the near term. If our revenue or operating redaltdelow the expectations of investors or se@sitinalysts or below any guidance we may
provide to the market, the price of our commonlstwould likely decline substantially.

In addition, factors that may affect our operatiagults include, among others:
« fluctuations in demand, adoption, sales cyclesmiuing levels for our products and servic
« changes in custom¢ budgets for information technology purchases arttiértiming of their purchasing decisiol
» the timing of recognizing revenue in any given ¢eiaas a result of software revenue recognitioicjss,
» the sale of our products in the timeframes we grgte, including the number and size of ordersaichequarter

» our ability to develop, introduce and ship in adlynmanner new products and product enhancemeattsibet customer dematr
certification requirements and technical requiretsg

» the timing of the announcement or release of prisdoicupgrades by us or by our competit

« our ability to implement scalable internal systdorsreporting, order processing, license fulfillmygoroduct delivery, purchasin
billing and general accounting, among other fundjs

» our ability to control costs, including our opengtiexpenses

« our ability to attract and retain highly skilled ployees, particularly those with relevant experencsoftware development and
sales; ant

» general economic conditions in our domestic anerirdtional markets
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If operating system and hardware vendors do not gemte with us or we are unable to obtain early ass to their new products, or
access to certain information about their new prazta to ensure that our solutions interoperate wittose products, our product
development efforts may be delayed or foreclosed.

Our products interoperate with Windows, Linux artiden operating systems and the hardware devicesroérous manufacturers.
Developing products that interoperate properly iegusubstantial partnering, capital investmenteamgloyee resources, as well as the
cooperation of the vendors or developers of theaijpg systems and hardware. Operating system arbiiare vendors may not provide us
with early access to their technology and prodwagsist us in these development efforts or shateavisell to us any APIs, formats, or
protocols we may need. If they do not provide uhhe necessary early access, assistance or gagriechnology on a timely basis, we may
experience product development delays or be uriatdgpand our products into other areas. To thengthat software or hardware vendors
develop products that compete with ours or thodeME€, they may have an incentive to withhold tlegioperation, decline to share access or
sell to us their proprietary APIs, protocols omf@ats or engage in practices to actively limit thedtionality, or compatibility, and certification
of our products. In addition, hardware or operaggtem vendors may fail to certify or support ontinue to certify or support, our products
for their systems. If any of the foregoing occungr;, product development efforts may be delayedmdiosed and our business and results of
operations may be adversely affected.

We rely on distributors, resellers, x86 system varsdand systems integrators to sell our productsdaur failure to effectively develo
manage or prevent disruptions to our distributioma&nnels and the processes and procedures that suppem could cause a
reduction in the number of end users of our prodsct

Our future success is highly dependent upon maimigiand increasing the number of our relationshijpk distributors, resellers, x86
system vendors and systems integrators. By relyimdistributors, resellers, x86 system vendorssystems integrators, we may have little or
no contact with the ultimate users of our produttsreby making it more difficult for us to estalibrand awareness, ensure proper delivery
and installation of our products, service ongoingtomer requirements, estimate end user demanrgkapdnd to evolving customer needs.

Recruiting and retaining qualified channel partreerd training them in the use of our technology jaratluct offerings requires
significant time and resources. In order to develog expand our distribution channel, we must ooitito expand and improve our processes
and procedures that support our channel, includirgnvestment in systems and training, and thosegsses and procedures may become
increasingly complex and difficult to manage. Waglly do not have long-term contracts or minimpunchase commitments with our
distributors, resellers, x86 system vendors antegys integrators, and our contracts with thesermdigrartners do not prohibit them from
offering products or services that compete witrso@ur competitors may be effective in providingdantives to existing and potential channel
partners to favor products of our competitors gprievent or reduce sales of our products. Our atlgrartners and x86 system vendors may
choose not to offer our products exclusively aalatOur failure to maintain and increase the nundieelationships with channel partners
would likely lead to a loss of end users of ourdurets which would result in us receiving lower newes from our channel partners. One of the
Company'’s distribution agreements is with Ingrantiddj which accounted for 29% of our revenues in&20Mhe agreement with Ingram Micro
under which the Company receives the substantigdnibaof its Ingram Micro revenues is terminablg éither party upon 90 days’ prior
written notice to the other party, and neitherypads any obligation to purchase or sell any prtslunder the agreement. The terms of this
agreement between Ingram Micro and us are subaligrgimilar to the terms of the agreements we haitle other distributors, except for
certain differences shipment and payment termgnmification obligations and product return right¢hile we believe that we have in place,
or would have in place by the date of any such irgtion, agreements with other distributors suéfitito maintain our revenues from
distribution, if we were to lose Ingram Micro’s tlibution services, such loss could have a negatiyect on our results of operations until
such time as we arrange to replace these diswibgtrvices with the services of existing or nestriiutors. We believe that we could replace
the revenues earned from Ingram Micro’s distribuervices in a relatively short period after &lotthese services and that the negative
impact on our results of operations due to suasa Would be short-term.
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The concentration of our product sales among a ltedl number of distributors increases our potent@kdit risk and could cause
significant fluctuations or declines in our produaevenues.

As of December 31, 2006, approximately 28% and 1d48d,as of December 31, 2005, approximately 30%l464, of our total accounts
receivable outstanding were from two distributdk¥® anticipate that sales of our products to a &thitumber of distributors will continue to
account for a significant portion of our total poat revenues for the foreseeable future. The cdretéon of product sales among certain
distributors increases our potential credit risBae or more of these distributors could delay paymer default on credit extended to them.
Any significant delay or default in the collectiofisignificant accounts receivable could resuktimincreased need for us to obtain working
capital from other sources, possibly on worse tetraa we could have negotiated if we had estahdisiveh working capital resources prior to
such delays or defaults. Any significant defaulildaresult in a negative impact on our results mérations.

We are dependent on our existing management and ey development personnel, and the loss of keypenel may prevent us from
implementing our business plan in a timely manner.

Our success depends largely upon the continueétesrof our existing management. We are also sotistig dependent on the
continued service of our key development persoforgiroduct innovation. We generally do not havepapment or non-compete agreements
with our existing management or development persband, therefore, they could terminate their emplent with us at any time without
penalty and could pursue employment opportunitiigls any of our competitors. The loss of key empksyeould seriously harm our ability to
release new products on a timely basis and coghifsiantly help our competitors.

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

To execute our growth plan, we must attract araimdtighly qualified personnel. Competition for $kepersonnel is intense, especially
for engineers with high levels of experience inigieieig and developing software and senior saleswkees. We may not be successful in
attracting and retaining qualified personnel. Weehfiom time to time in the past experienced, aedewpect to continue to experience in the
future, difficulty in hiring and retaining highlkaled employees with appropriate qualificationsahy of the companies with which we
compete for experienced personnel have greatenmasothan we have. In addition, in making emplayhakecisions, particularly in the high-
technology industry, job candidates often consitlervalue of the stock options, restricted sto@ntg or other equitipased compensation th
are to receive in connection with their employméntecline in the value of our stock after the |Bguld adversely affect our ability to attract
or retain key employees. If we fail to attract nesvsonnel or fail to retain and motivate our curpgrsonnel, our business and future growth
prospects could be severely harmed.

If we are unable to protect our intellectual propigrrights, our competitive position could be harmedwe could be required to incur
significant 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 tpadies, all of which offer only limited protectioAs such, despite our efforts, the steps we
have taken to protect our proprietary rights malyheadequate to preclude misappropriation of oopiietary information or infringement of
our intellectual property rights, and our abilibygolice such misappropriation or infringementrngertain, particularly in countries outside of
the United States. Further, with respect to paights, we do not know whether any of our pendiatept applications will result in the
issuance of patents or whether the examinationggowill require us to narrow our claims. Evenafgnts are issued from our patent
applications, which is not certain, they may betested, circumvented or invalidated in the futiWlereover, the rights granted under any
issued patents may not provide us with propriepaiogection or competitive advantages, and, as anthtechnology, competitors may be able
to develop similar or superior technologies to @wn now or in the future. In addition, we rely contractual and license agreements with third
parties in connection with their use of our produanhd technology. There is no
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guarantee that such parties will abide by the tesfrssich agreements or that we will be able to adegly enforce our rights, in part because
rely on “click-wrap” and “shrink-wrap” licenses some instances.

Detecting and protecting against the unauthorizedaf our products, technology and proprietarytadgh expensive, difficult and, in
some cases, impossible. Litigation may be necessdhe future to enforce or defend our intelletfr@perty rights, to protect our trade sec
or to determine the validity and scope of the pietpry rights of others. Such litigation could rk$ni substantial costs and diversion of
management resources, either of which could hambuasiness, operating results and financial comdjtand there is no guarantee that we
would be successful. Furthermore, many of our ctraed potential competitors have the ability tdidate substantially greater resources to
protecting their technology or intellectual progenights than do we. Accordingly, despite our efpwe may not be able to prevent third
parties from infringing upon or misappropriating dntellectual property, which could result in astantial loss of our market share.

We provide access to our hypervisor and other sel@source code to partners, which creates addailomsk that our competitors coul
develop products that are similar or better thanreu

Our success and ability to compete depend subalignipon our internally developed technology, whis incorporated in the source
code for our products. We seek to protect the sooocde, design code, documentation and other writigterials for our software, under trade
secret and copyright laws. However, we have chas@novide access to our hypervisor and other tedesource code to more than 35 of our
partners for co-development, as well as for opets Aflermats and protocols. Though we generally mdr@tccess to our source code and other
intellectual property, and enter into confidentiatir license agreements with such partners, alsasetith our employees and consultants, our
safeguards may be insufficient to protect our sgbtour technology. Our protective measures mapddequate, especially because we may
not be able to prevent our partners, employeesmsudtants from violating any agreements or licenge may have in place or abusing their
access granted to our source code. Improper diselas use of our source code could help compstiderelop products similar to or better
than ours.

Claims by others that we infringe their proprietatgchnology could force us to pay damages or préwenfrom using certain
technology in our products.

Third parties could claim that our products or temlbgy infringe their proprietary rights. This rigkay increase as the number of prod
and competitors in our market increases and ovedapur. In addition, to the extent that we gamager visibility and market exposure as a
public company, we face a higher risk of beinggbbject of intellectual property infringement clainAny claim of infringement by a third
party, even one without merit, could cause us tolisubstantial costs defending against the claid,could distract our management from our
business. Furthermore, a party making such a ciégngccessful, could secure a judgment that reguiss to pay substantial damages. A
judgment could also include an injunction or otbeurt order that could prevent us from offering ptwducts. In addition, we might |
required to seek a license for the use of suciésteal property, which may not be available omaeercially reasonable terms or at all.
Alternatively, we may be required to develop nofminging technology, which could require signifi¢affort and expense and may ultimately
not be successful. Any of these events could sslgidwarm our business, operating results and filmhoondition. Third parties may also assert
infringement claims against our customers and chlgpertners. Any of these claims could requirecusitiate or defend potentially protracted
and costly litigation on their behalf, regardle$she merits of these claims, because we generalgmnify our customers and channel part
from claims of infringement of proprietary rightstbird parties in connection with the use of omngucts. If any of these claims succeed, we
may be forced to pay damages on behalf of our oust® or channel partners, which could materialduoe our income.

Our use of “open source” software could negativelifect our ability to sell our products and subjeas to possible litigation.

A significant portion of the products or technolegjiacquired, licensed or developed by us may imcate so-called “open source”
software, and we may incorporate open source soétimdo other products in the future.
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Such open source software is generally licensetskauthors or other third parties under open salicenses, including, for example, the G
General Public License, the GNU Lesser Generali®ubdense, “Apache-style” licenses, “Berkeley Sadte Distribution,” “BSD-style”
licenses and other open source licenses. We manitause of open source software in an effort wicigubjecting our products to conditions
we do not intend. Although we believe that we hemplied with our obligations under the variouslaggble licenses for open source
software that we use such that we have not trighgang such conditions, there is little or no legacedent governing the interpretation of
many of the terms of certain of these licenses,tharkfore the potential impact of these termsumbaisiness is somewhat unknown and may
result in unanticipated obligations regarding owaducts and technologies. For example, we may bested to certain conditions, including
requirements that we offer our products that useofhen source software for no cost, that we makéadole source code for modifications or
derivative works we create based upon, incorpagaiinusing the open source software and/or thdtogase such modifications or derivative
works under the terms of the particular open solicease.

If an author or other third party that distribugesch open source software were to allege that wenbacomplied with the conditions of
one or more of these licenses, we could be reqtiré@ttur significant legal expenses defending agtasuch allegations. If our defenses were
not successful, we could be subject to significkamhages, enjoined from the distribution of our pieid that contained the open source
software and required to comply with the foregategditions, which could disrupt the distributiordasale of some of our products. In
addition, if we combine our proprietary softwargmwopen source software in a certain manner, usai@e open source licenses we could be
required to release the source code of our prapyietoftware, which could substantially help oumpetitors develop products that are similar
to or better than ours.

Our sales cycles can be long and unpredictable, and sales efforts require considerable time andperse. As a result, our sales are
difficult to predict and may vary substantially fro quarter to quarter, which may cause our operatingsults to fluctuate significantly.

The timing of our revenue is difficult to predi@ur sales efforts involve educating our custombrutithe use and benefit of our
products, including their technical capabilitieslgrotential cost savings to an organization. Custsrtypically undertake a significant
evaluation process that has in the past resultadengthy sales cycle, which typically lasts sal/eronths, and may last a year or longer. We
spend substantial time, effort and money on owrssefforts without any assurance that our effoitisproduce any sales. In addition, product
purchases are frequently subject to budget consdtanultiple approvals, and unplanned administeafprocessing and other delays. If sales
expected from a specific customer for a particglarter are not realized in that quarter or atoalt, results could fall short of public
expectations and our business, operating resuttfiaancial condition could be materially adverseffected.

Our current research and development efforts mayt pooduce 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 revenueggmerate less revenues, than we anticipate. Oeanesand development expenses were
$148.3 million, or 21.1% of our total revenues 808, and $72.6 million, or 18.7% of our total rewes in 2005. Our future plans include
significant investments in software research anetldgment and related product opportunities. Weelelthat we must continue to dedicate a
significant amount of resources to our researchdavelopment efforts to maintain our competitiveifion. However, we may not receive
significant revenues from these investments foesswears, if at all.

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

The markets for our software solutions are charaete by rapid technological changes, changingacust needs, frequent new software
product introductions and evolving industry stamidaiT he introduction of
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third-party solutions embodying new technologied e emergence of new industry standards coulceroak existing and future software
solutions obsolete and unmarketable. We may nabbeto develop updated products that keep padetaéhnological developments and
emerging industry standards and that address tinedsingly sophisticated needs of our custometisadiinteroperate with new or updated
operating systems and hardware devices or ceuiifjppmducts to work with these systems and devied there is no assurance that any of
new offerings would be accepted in the marketpl&ognificant reductions in server-related costtherrise of more efficient infrastructure
management software could also affect demand fosaftware solutions. As a result, we may not be &dbaccurately predict the lifecycle of
our software solutions, and they may become obsbletore we receive the amount of revenues thatntieipate from them. If any of the
foregoing events were to occur, our ability to etar increase market share in the virtualizatioftvgare market could be materially adversely
affected.

Our ability to sell our products is dependent oretiquality of our support and services offerings,dour failure to offer high-quality
support and services could have a material adverect on our sales and results of operations.

Once our products are integrated within our custshterdware and software systems, our customeysdepend on our support
organization to resolve any issues relating topyaducts. A high level of support is critical féret successful marketing and sale of our
products. If we or our channel partners do notatiffely assist our customers in deploying our pidusucceed in helping our customers
quickly resolve post-deployment issues, and proeifiective ongoing support, our ability to sell guroducts to existing customers would be
adversely affected, and our reputation with potdmiistomers could be harmed. In addition, as vpare our operations internationally, our
support organization will face additional challesgiacluding those associated with delivering suppraining and documentation in langua
other than English. As a result, our failure to mtain highquality support and services, or to adequatelysassir channel partners in providi
high-quality support and services, could resuttustomers choosing to use our competitors’ prodastead of ours in the future.

Adverse economic conditions or reduced informatitethnology spending may adversely impact our revesu

Our business depends on the overall demand fomiation technology and on the economic health ofcowrent and prospective
customers. The purchase of our products is oftecrefionary and may involve a significant commitingfincapital and other resources. Weak
economic conditions, or a reduction in informatieohnology spending even if economic conditionsromp, would likely adversely impact
our business, operating results and financial dardin a number of ways, including by lengthengades cycles, lowering prices for our
products and services and reducing unit sales.

We may engage in future acquisitions that could mipt our business, cause dilution to our stockhotdeand harm our business,
operating results and financial condition.

In the future we may seek to acquire other buseggzoducts or technologies. However, we may aatie to find suitable acquisition
candidates and we may not be able to complete sitiqus on favorable terms, if at all. If we do qaete acquisitions, we may not ultimately
strengthen our competitive position or achievegnals, or may be viewed negatively by customensftial markets or investors. Acquisitic
may disrupt our ongoing operations, divert managerfrem day-to-day responsibilities, increase oyranses and adversely impact our
business, operating results and financial condiffarture acquisitions may reduce our cash avaifableperations and other uses and could
result in an increase in amortization expenseedlad identifiable assets acquired, potentiallytilie issuances of equity securities or the
incurrence of debt. We have limited historical edgrece with the integration of acquired companiggere can be no assurance that we will be
able to manage the integration of acquired busasesfectively or be able to retain and motivatg prersonnel from these businesses. Any
difficulties we encounter in the integration progesuld divert management from day-to-day respdlitgl, increase our expenses and have a
material adverse effect on our business, finarmzatlition and results of operations.
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Operating in foreign countries subjects us to addital risks that may harm our ability to increase maintain our international sales
and operations.

In 2006, we derived approximately 44% of our revefrom customers outside the United States. We kales and technical support
personnel in numerous countries worldwide. We efzecontinue to add personnel in additional caestrOur international operations subject
us to a variety of risks, including:

» the difficulty of managing and staffing internat@roffices and the increased travel, infrastrucamd legal compliance costs
associated with multiple international locatio

« difficulties in enforcing contracts and collectiagcounts receivable, and longer payment cyclegogfy in emerging market
» difficulties in delivering support, training and c@onentation in certain foreign marke

» tariffs and trade barriers and other regulatorgantractual limitations on our ability to sell agvelop our products in certain fore
markets;

* increased exposure to foreign currency exchangerisk;
» reduced protection for intellectual property righteluding reduced protection from software pirécygome countries; ar
« difficulties in maintaining appropriate controldatng to revenue recognition practic

As we continue to expand our business globally,soiecess will depend, in large part, on our abibtanticipate and effectively manage
these and other risks associated with our intesnatioperations. Our failure to manage any of thisss successfully could harm our
international operations and reduce our internatisales.

Our products are highly technical and may contaimrers, which could cause harm to our reputation aralversely affect our busine:

Our products are highly technical and complex arften deployed, have contained and may containgrdefects or security
vulnerabilities. Some errors in our products maly & discovered after a product has been installedused by customers. Any errors, def
or security vulnerabilities discovered in our protduafter commercial release could result in Idsgwenue or delay in revenue recognition,
loss of customers and increased service and wgrcast, any of which could adversely affect ouribess, operating results and financial
condition. In addition, we could face claims fooguct liability, tort or breach of warranty, inciad claims relating to changes to our products
made by our channel partners. Our contracts wistiotners contain provisions relating to warrantgldisners and liability limitations, which
may not be upheld. Defending a lawsuit, regardiésts merit, is costly and may divert managemeattention and adversely affect the
market’s perception of us and our products. Intaiiif our business liability insurance coverageves inadequate or future coverage is
unavailable on acceptable terms or at all, ourr®ss, operating results and financial conditioriccbe adversely impacted.

Our independent registered public accounting firmentified a material weakness in the design and igtion of our internal controls
as of December 31, 2006, which, if not remediedjldaesult in material misstatements in our finaral statements in future periods.

Our independent registered public accounting fieported to our board of directors a material weagrie the design and operation of
internal controls as of December 31, 2006 relatettie capitalization of software development cotmaterial weakness is defined by the
standards issued by the Public Company Accountier€ght Board as a more than remote likelihood ah@aterial misstatement of the
annual or interim financial statements will notdrevented or detected. The material weakness eelsintim a lack of adequate internal cont
to ensure the timely identification and accumulatid costs once a project reaches technological
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feasibility under applicable accounting standafide consolidated financial statements includedis Prospectus—Offer to Exchange reflect
adjustments to properly state our capitalized saféndevelopment costs for the periods includedethe©ur independent registered public
accounting firm was not engaged to audit the effeness of our internal control over financial rep as of December 31, 2006. If such an
evaluation had been performed, additional materedknesses may have been identified.

Under Section 404 of the Sarbanes-Oxley Act of 280@the current rules of the Securities and Exgg&ommission, or SEC, our
management and auditors will be required to evalaatl report on the effectiveness of our interpatmol over financial reporting as of
December 31, 2008. We believe we have a plan icepiaremediate the material weakness by implemgtilditional formal policies,
procedures and processes, hiring additional accwupersonnel and increasing management reviewpaerbsight over the financial statement
close process. We believe we had adequate coirirplace at June 30, 2007 to remediate the mat@dgakness and that there have not been
and will not be any material costs associated witth remediation. If our remediation is insuffidiemaddress the material weakness, or if
additional material weaknesses in our internal mstare discovered in the future, we may fail teetnour future reporting obligations, our
financial statements may contain material misstatémand the price of our common stock may decline.

If we fail to implement an effective system of imt@l controls, we may not be able to accurately ogpour financial results or prevent
fraud. As a result, our stockholders could lose dence in our financial reporting, which could han our business and the trading
price of our common stock.

We are preparing for compliance with Section 404dbgressing the existing material weakness inmermal controls and by
strengthening, assessing and testing our systeénteshal controls. In particular, we believe welwiéed to increase the number of our
accounting personnel and improve our processesystdms to ensure timely and accurate reportirggofinancial results in accordance with
reporting obligations as a staatbne public company following the IPO. Howeveg ttontinuous process of strengthening our interoafrols
and complying with Section 404 is expensive angttonsuming, and requires significant managemésmntitn. We cannot be certain that
these measures will ensure that we will remedteeskisting material weakness or implement adeqatrol over our financial processes i
reporting. In addition, we have identified certpiocesses that need to be automated in order tweetisat we have effective internal control
over financial reporting. If we are not able to@utte these processes in a timely fashion, wenatlbe able to ensure compliance.
Furthermore, if we rapidly grow our business, aueinal controls will become more complex and wik neguire significantly more resources
to ensure our internal controls overall remain@ffe. Failure to implement required new or imprédwentrols, or difficulties encountered in
their implementation, could harm our operating hssor cause us to fail to meet our reporting dadtiigns. If we or our independent registered
public accounting firm discover additional matemadaknesses, the disclosure of that fact, eveunidkty remedied, could reduce the market’s
confidence in our financial statements and harmstack price. In addition, future non-compliancehaection 404 could subject us to a
variety of administrative sanctions, including thespension or delisting of our common stock fromdkchange on which we decide to list and
the inability of registered broker-dealers to makmarket in our common stock, which could furthestuce our stock price.

If we fail to manage future growth effectively, waay not be able to meet our customers’ needs oalble to meet our future reporting
obligations.

We have expanded our operations significantly sinception and anticipate that further significarpansion will be required. This
future growth, if it occurs, will place significademands on our management, infrastructure and mgheurces. To manage any future growth,
we will need to hire, integrate and retain hightilled and motivated employees. We will also nezddntinue to improve our financial and
management controls, reporting and operationaésystand procedures. If we do not effectively marmagegrowth we may not be able to r
our customers’ needs, thereby adversely affectingsales, or be able to meet our future reportisiggations.
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Our business is subject to the risks of earthquakié®, floods and other natural catastrophic eventand to interruption by man-made
problems, such as computer viruses or terrorism,igthcould result in delays or cancellations of cosber orders or the deployment of
our products.

Our corporate headquarters are located in the Sarcisco Bay Area, a region known for seismic digthA significant natural disaster,
such as an earthquake, fire or a flood, could lzavmterial adverse impact on our business, opgregsults and financial condition. In
addition, our servers are vulnerable to computerseis, break-ins and similar disruptions from uhatized tampering with our computer
systems. In addition, acts of terrorism or war datduse disruptions in our or our customers’ bissiree the economy as a whole. To the extent
that such disruptions result in delays or candehatof customer orders, or the deployment of eadpcts, our revenues would be adversely
affected.

Changes to financial accounting standards may affexr reported financial results and cause us toarige our business practices.

We prepare our financial statements to conform wéherally accepted accounting principles, or GAiRhe United States. These
accounting principles are subject to interpretabigrihe SEC and various other bodies. A changhdge policies can have a significant effect
on our reported results and may affect our repgmiftransactions completed before a change iswaroeal. Changes to those rules or the
interpretation of our current practices may advgra#fect our reported financial results or the wes conduct our business.

Risks Related to VMware’s Relationship with EMC
As long as EMC controls us, your ability to influee matters requiring stockholder approval will bienited.

After the IPO, EMC will own 32,500,000 shares c&€4 A common stock and all 300,000,000 sharesasfsStB common stock,
representing approximately 89% of the total outditagn shares of common stock or 99% of the votimggroof outstanding common stock. The
holders of our Class A common stock and our ClassiBmon stock have identical rights, preferencesgaivileges except with respect to
voting and conversion rights, the election of dioes, certain actions that require the consenbtddrs of Class B common stock and other
protective provisions as set forth in this ProspgetOffer to Exchange. Holders of our Class B comistock will be entitled to 10 votes per
share of Class B common stock, and the holdersio€tass A common stock will be entitled to oneevper share of Class A common stock.
The holders of Class B common stock, voting sepyrais a class, are entitled to elect 80% of tked ttumber of directors on our board of
directors which we would have if there were no ve@@s on our board of directors at the time. Sulifpany rights of any series of preferred
stock to elect directors, the holders of Class femn stock and the holders of Class B common siamtkyg together as a single class, are
entitled to elect our remaining directors, whichmattime will be less than one director. If EMCriséers shares of our Class B common stock to
any party other than a successor-in-interest abaidiary of EMC (other than in a distribution te stockholders under Section 355 of the
Internal Revenue Code of 1986, as amended, ordike,@r in transfers following such a distributiotiose shares would automatically con
into Class A common stock. For so long as EMC ositccessor-imterest beneficially owns shares of our commoglstepresenting at leas
majority of the votes entitled to be cast by thédbos of outstanding voting stock, EMC will be atbeslect all of the members of our board of
directors.

In addition, until such time as EMC or its succesaeinterest beneficially owns shares of our commstock representing less than a
majority of the votes entitled to be cast by thédhos of outstanding voting stock, EMC will have thbility to take stockholder action without
the vote of any other stockholder and without hgvimcall a stockholder meeting, and investorhialPO will not be able to affect the
outcome of any stockholder vote during this peridsla result, EMC will have the ability to contidl matters affecting us, including:

» the composition of our board of directors and, tigtoour board of directors, any determination wétbpect to our business plans
and policies

» any determinations with respect to mergers, adipris and other business combinatic
e our acquisition or disposition of asse
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» our financing activities

» certain changes to our certificate of incorporat

» changes to the agreements providing for our triamsib becoming a public compar
» corporate opportunities that may be suitable foang EMC;

« determinations with respect to enforcement of ggh¢ may have against third parties, including wétspect to intellectual propel
rights;

» the payment of dividends on our common stock;
» the number of shares available for issuance unatestock plans for our prospective and existing leyges.
Our certificate of incorporation and the mastengiction agreement also contain provisions thatireghat as long as EMC beneficially
owns at least 20% or more of the outstanding stafrear common stock, the prior affirmative votevaitten consent of EMC (or its

successor-in-interest) as the holder of the ClassrBmon stock is required (subject in each caseti@in exceptions) in order to authorize us
to:

» consolidate or merge with any other ent

e acquire the stock or assets of another entity aegx of $100 million

* issue any stock or securities except to our sufsedi or pursuant to the IPO or our employee bepkfis;
» dissolve, liquidate or wind us u

» declare dividends on our stoc

* enter into any exclusive or exclusionary arrangemeéth a third party involving, in whole or in pagiroducts or services that ¢
similar to EMC's; and

« amend, terminate or adopt any provision inconsistdth certain provisions of our certificate of orporation or bylaws

If EMC does not provide any requisite consent all@wus to conduct such activities when requestedywill not be able to conduct such
activities and, as a result, our business and perating results may be harmed.

EMC'’s voting control and its additional rights deébed above may discourage transactions involviebange of control of us, including
transactions in which holders of our Class A comrsimtk might otherwise receive a premium for ycharss over the then-current market
price. EMC is not prohibited from selling a conlirg interest in us to a third party and may daéthout your approval and without providing
for a purchase of your shares of Class A commarkstccordingly, shares of Class A common stock fa@yvorth less than they would be if
EMC did not maintain voting control over us or hdle additional rights described above.

In the event EMC is acquired or otherwise undergoelsange of control, any acquiror or successdreikentitled to exercise the voting
control and contractual rights of EMC, and may darnsa manner that could vary significantly fronatlof EMC.

By participating in the Exchange Offer, you will bedeemed to have notice of and have consented to h®visions of our certificate
of incorporation and the master transaction agreemet with respect to the limitations that are descriked above.

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

EMC and we are both IT infrastructure companiewigling products related to storage management,-bpcklisaster recovery, security,
system management and automation, provisioningesalirce management. There can be no assuran&Matvill not engage in increased
competition with us in the future. In addition, tin¢ellectual
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property agreement that we will enter into with EMA&ll provide EMC the ability to use our source eoahd intellectual property, which,
subject to limitations, it may use to produce darfaoducts that compete with ours. EMC'’s rightshiis regard extend to its majority owned
subsidiaries, which could include joint venturesewehEMC holds a majority position and one or mdreus competitors hold minority
positions.

EMC could assert control over us in a manner whimlld impede our growth or our ability to enter n@arkets or otherwise adversely
affect our business. Further, EMC could utilizecitétrol over us to cause us to take or refraimftaking certain actions, including entering
into relationships with channel, technology andeotimarketing partners, enforcing our intellectualperty rights or pursuing corporate
opportunities or product development initiativeattbould adversely affect our competitive positimejuding our competitive position relative
to that of EMC in markets where we compete withrth&n addition, EMC maintains significant partnépshwith certain of our competitors,
including Microsoft.

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

Our existing and potential partner relationshipy ina affected by our relationship with EMC. We partwith a number of companies
that compete with EMC in certain markets in whidl& participates. EMC’s majority ownership in us tmigffect our ability to effectively
partner with these companies. These companies avay bur competitors because of our relationship &MC.

EMC competes with certain of our significant chadntechnology and other marketing partners, incigdBM and Hewlett-Packard.
Pursuant to our certificate of incorporation anteotagreements that we will have with EMC, EMC rhaye the ability to impact our
relationship with our partners that compete with&Mvhich could have a material adverse effect arresults of operations or our ability to
pursue opportunities which may otherwise be avkl&bus.

Our historical financial information as a businessegment of EMC may not be representative of ourutesas an independent public
company.

The historical financial information we have inchddin this Prospectus©ffer to Exchange does not necessarily reflect whatfinancia
position, results of operations or cash flows wdwde been had we been an independent entity dilminkistorical periods presented. The
historical costs and expenses reflected in oural@zed financial statements include an allocaf@rcertain corporate functions historically
provided by EMC, including tax, accounting, tregsilegal and human resources services. The hisidii@ancial information is not necessal
indicative of what our results of operations, fiogh position, cash flows or costs and expenselsh@iin the future. We have not made pro
forma adjustments to reflect many significant crenthat will occur in our cost structure, fundingl @perations as a result of our transition to
becoming a public company, including changes inesaployee base, potential increased costs asseidtte reduced economies of scale and
increased costs associated with being a publialjet, stand-alone company. For additional inforomatsee “VMware’s Selected Consolidated
Financial Data,” “VMware Management’s Discussioml &mnalysis of Financial Condition and Results ofe@giions” and our historical
consolidated financial statements and notes thereto

Our ability to operate our business effectively mayffer if we are unable to cost-effectively estishlour own administrative and other
support functions in order to operate as a stanaaé company after the expiration of our transitiohservices agreements with EMC.

As a subsidiary of EMC, we have relied on admiatste and other resources of EMC to operate ouinbas. In connection with the IP
we will enter into various service agreements tainethe ability for specified periods to use thE$4C resources. See “VMware’s Certain
Relationships and Related Person Transactions $& kervices may not be provided at the same lswehan we were a wholly owned
subsidiary of EMC, and we may not be able to obtiadnsame benefits that we received prior to ti& [Fhese services may not be sufficier
meet our needs, and after our agreements with EXxpiEes we may not be able to replace these serateal or obtain these services at prices
and on terms as favorable as we currently have with
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EMC. We will need to create our own administrativel other support systems or contract with thindiggto replace EMC’s systems. In
addition, we have received informal support from@&Mhich may not be addressed in the agreementsilventer into with EMC; the level of
this informal support may diminish as we becomecaenindependent company. Any failure or significdotvntime in our own administrative
systems or in EMC’s administrative systems durhgttansitional period could result in unexpectests, impact our results and/or prevent us
from paying our suppliers or employees and perfognather administrative services on a timely be&&&e “VMware’s Certain Relationships
and Related Person Transactions—Relationship Wi EEorporation” for a description of these services

After the IPO, we will be a smaller company relatito EMC, which could result in increased costs hase of a decrease in our
purchasing power and difficulty maintaining existincustomer relationships and obtaining new customser

Prior to the IPO, we were able to take advantageME’s size and purchasing power in procuring goteishnology and services,
including insurance, employee benefit support amditaand other professional services. We are alsmampany than EMC, and we cannot
assure you that we will have access to financidl@her resources comparable to those availahis twior to the IPO. As a stand-alone
company, we may be unable to obtain office spaoeds, technology and services at prices or on tasravorable as those available to us
prior to the IPO, which could increase our costs @duce our profitability. Our future success defseon our ability to maintain our current
relationships with existing customers, and we mayehdifficulty attracting new customers.

In order to preserve the ability for EMC to distnilte its shares of our Class B common stock on afeee basis, we may be prevented
from pursuing opportunities to raise capital, tofettuate acquisitions or to provide equity incerg&/to our employees, which could
hurt our ability to grow.

Beneficial ownership of at least 80% of the totating power and 80% of each class of nonvotingteaptock is required in order for
EMC to effect a tax-free spin-off of VMware or crt other tax-free transactions. We have agregddhao long as EMC or its successor-in-
interest continues to own greater than 50% of titeng control of our outstanding common stock, wik mot knowingly take or fail to take ar
action that could reasonably be expected to precEMC'’s or its successor-in-interest’s ability twdertake a tax-free spin-off. Additionally,
under our certificate of incorporation and the reastansaction agreement, we must obtain the con$&MC or its successor-imerest as tr
holder of our Class B common stock to issue staaittoer VMware securities excluding pursuant to kExyge benefit plans, which could cause
us to forgo capital raising or acquisition oppoities that would otherwise be available to us. S8dware’s Certain Relationships and Rele
Person Transactions—Relationship with EMC CorporatiAs a result, we may be precluded from pursuedain growth initiatives.

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

Third parties may seek to hold us responsible CEs liabilities. Under our master transaction agrent with EMC, EMC will
indemnify us for claims and losses relating toiliabs related to EMC'’s business and not relatedur business. However, if those liabilities
are significant and we are ultimately held lialme them, we cannot assure you that we will be sbkecover the full amount of our losses fr
EMC.

Although we intend to enter into a new tax sharimgreement with EMC under which our tax liabilitiesffectively will be determined
as if we were not part of any consolidated, comlra unitary tax group of EMC Corporation and/orstsubsidiaries, we nonetheless
could be held liable for the tax liabilities of o#r members of these groups.

We have historically been included in EMC's condated group for U.S. federal income tax purposesyell as in certain consolidated,
combined or unitary groups that include EMC Corgioraand/or certain of its
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subsidiaries for state and local income tax purpodée intend to enter into a new tax sharing agesgiwith EMC that will become effective
upon consummation of the IPO. Pursuant to the m@veharing agreement, we and EMC generally will enaé&yments to each other such that,
with respect to tax returns for any taxable pefoaihich we or any of our subsidiaries are incluile&MC'’s consolidated group for U.S.
federal income tax purposes or any other consealijatombined or unitary group of EMC Corporatiod/an its subsidiaries, the amount of
taxes to be paid by us will be determined, suli@certain adjustments, as if we and each of obsidiaries included in such consolidated,
combined or unitary group filed our own consolidateombined or unitary tax return.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes for periodwlich EMC owned at least
80% of the total voting power and value of our tangling stock and expect to be included in suclsalisated group following the IPO. Each
member of a consolidated group during any partadrasolidated return year is jointly and severhdlile for tax on the consolidated return of
such year and for any subsequently determinedidrtig thereon. Similarly, in some jurisdictionscleanember of a consolidated, combine:
unitary group for state, local or foreign income paurposes is jointly and severally liable for #iate, local or foreign income tax liability of
each other member of the consolidated, combinethitary group. Accordingly, for any period in whiale are included in the EMC
consolidated group for U.S. federal income tax pags or any other consolidated, combined or ungesyp of EMC Corporation and/or its
subsidiaries, we could be liable in the event #mtincome tax liability was incurred, but not diacged, by any other member of any such

group.

Our inability to resolve favorably any disputes tharise between us and EMC with respect to our pastl ongoing relationships may
result in a significant reduction of our revenue.
Disputes may arise between EMC and us in a numftemeas relating to our ongoing relationships,udaig:

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

» employee retention and recruitir

* business combinations involving

« our ability to engage in activities with certairagimel, technology or other marketing partn

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

» the nature, quality and pricing of services EMC &gseed to provide u

* business opportunities that may be attractive th BMC and us; an

» product or technology development or marketingvét@is which may require the consent of EN

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

The agreements we will enter into with EMC may beeaded upon agreement between the parties. Whikreveontrolled by EMC, we
may not have the leverage to negotiate amendmeitiiese agreements if required on terms as fawtahis as those we would negotiate with
an unaffiliated third party.

Some of our directors and executive officers own EMommon stock, restricted shares of EMC commorcktor options to acquire
EMC common stock and hold management positions WK C, which could cause conflicts of interests thagsult in our not acting ol
opportunities we otherwise may have.

Some of our directors and executive officers own@Edbmmon stock and options to purchase EMC comramk sin addition, some of
our directors are executive officers and/or direstef EMC. Ownership of

34



Table of Contents

EMC common stock, restricted shares of EMC comntocksand options to purchase EMC common stock Isydoactors and officers after
the IPO and the presence of executive officersrectbrs of EMC on our board of directors couldateg or appear to create, conflicts of
interest with respect to matters involving botrensl EMC that could have different implications EvIC than they do for us. Provisions of our
certificate of incorporation and the master tratisacagreement address corporate opportunitiesatiegpresented to our directors or officers
that are also directors or officers of EMC. We aa@rassure you that the provisions in our certiéaattincorporation will adequately address
potential conflicts of interest or that potentiahdicts of interest will be resolved in our favarthat we will be able to take advantage of
corporate opportunities presented to individuale afe officers or directors of both us and EMC.aA®sult, we may be precluded from
pursuing certain growth initiatives.

EMC'’s ability to control our board of directors mamake it difficult for us to recruit high-quality ndependent directors.

So long as EMC beneficially owns shares of our camstock representing at least a majority of thiev@ntitled to be cast by the
holders of outstanding voting stock, EMC can effedy control and direct our board of directorsrifer, the interests of EMC and our other

stockholders may diverge. Under these circumstampezsons who might otherwise accept our invitat@join our board of directors may
decline.

We will be a “controlled companyivithin the meaning of the New York Stock Exchangeles, and, as a result, will rely on exemptic
from certain corporate governance requirements thbvide protection to stockholders of other compes

After the completion of the IPO, EMC will own mattean 50% of the total voting power of our commoarsis and we will be a
“controlled company'lnder the New York Stock Exchange corporate goveraatandards. As a controlled company, certaimpkiens unde
the New York Stock Exchange standards free us fla@mobligation to comply with certain New York Stkdéxchange corporate governance
requirements, including the requirements:

» that a majority of our board of directors considtindependent director

« that we have a corporate governance and nominetingnittee that is composed entirely of independ@ettors with a written
charter addressing the commi’s purpose and responsibilitie

« that we have a compensation committee that is cegtpentirely of independent directors with a writtharter addressing the
committed s purpose and responsibilities; ¢

« for an annual performance evaluation of the nonmgaind governance committee and compensation ctie@n

While we will voluntarily cause our Compensatiorda@orporate Governance Committee to initially bemposed entirely of independent
directors in compliance with the requirements ef ew York Stock Exchange, we are not required aintain the independent compositior
the committee. As a result of our use of the “colled company” exemptions, you will not have thensgorotection afforded to stockholders of
companies that are subject to all of the New Yddck Exchange corporate governance requirements.

Intel's ownership relationship with us and the memiship of an Intel representative on our board afectors may create actual or
potential conflicts of interest.

Under a pending investment by Intel Capital, Imt@l have an ownership relationship with us an@presentative of Intel is expected to
become a member of our board of directors. Thatigiship may create actual or potential conflafteterest and the best interest of Intel r
not reflect your best interests. The terms of taiationship are discussed in the section entifREtent Developments” and “Certain
Relationships and Related
Person Transactions.”
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Risks Related to our Class A common stock
Our stock price may be volatile.

Prior to the IPO, our Class A common stock hasbeen traded in a public market. The estimated IRE For the sharewas determine
by negotiations between us and the representativibe® underwriters in the IPO and may not be iatii@ of prices that will prevail in the
trading market. The trading price of our Class #awon stock could be subject to wide fluctuations tluthe factors discussed in this risk
factors section and elsewhere in this Prospectuder@f Exchange. These broad market and industtpife may decrease the market price of
our Class A common stock, regardless of our adpatating performance. The stock market in gersrdltechnology companies in particular
also have experienced extreme price and voluméutitions. In addition, in the past, following pefsoof volatility in the overall market and-
market price of a company’s securities, securitlass action litigation has often been institutgdiast these companies. This litigation, if
instituted against us, could result in substamiisits and a diversion of our management’s attemtiohresources.

No public market for our common stock currently ests and an active trading market may not developersustained following the IPO.

Prior to the IPO, there has been no public markebéir common stock. An active trading market maiydevelop following the closing
of the IPO or, if developed, may not be sustaifda lack of an active market may impair your apiti sell your shares VMware Options or
VMware Restricted Stock received in the exchangbetime you wish to sell them or at a price §@i consider reasonable. The lack of an
active market may also reduce the fair market vafugour shares underlying VMware Options or VMw&estricted Stock received in the
exchange. In addition, an inactive market may impar ability to raise capital by selling shares amay impair our ability to acquire other
companies or technologies by using our sharesrasideration, which in turn could materially advéyssffect our business.

If securities or industry analysts do not publistr cease publishing research or reports about usr business or our market, or if they
change their recommendations regarding our stockvadsely, our stock price and trading volume couldatine.

The trading market for our Class A common stock beélinfluenced by the research and reports tithtdgtry or securities analysts may
publish about us, our business, our market or ompetitors. If any of the analysts who may covech&nge their recommendation regarding
our stock adversely, or provide more favorabletredarecommendations about our competitors, owkspoice would likely decline. If any
analyst who may cover us were to cease coveragerafompany or fail to regularly publish reportsum we could lose visibility in the
financial markets, which in turn could cause oocktprice or trading volume to decline.

We will have broad discretion in the use of a sificant part of the net proceeds from the IPO and ynaot use them effectively.

Our management currently intends to use the neegeis from the IPO in the manner described in “VikaUse of Proceeds” and will
have broad discretion in the application of a digant part of the net proceeds from the IPO. Tikife by our management to apply these
funds effectively could affect our ability to comtie to develop and market our products.

Substantial future sales of our Class A common dtae the public market could cause our stock pritefall.

Sales of substantial amounts of our Class A comstack in the public market after the IPO, or thecpption that these sales could
occur, could cause the market price of our Clasemimon stock to decline and impede our abilityaiser capital through the issuance of
additional equity securities. Upon completion af tRO, we will have 75,000,000 shares of Class iiroon stock outstanding, and EMC will
own 32,500,000
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shares of our Class A common stock and 300,00G08€es of our Class B common stock, representipgpajmately 89% of the outstanding
shares of our common stock. All shares sold in®@ will be freely transferable, subject, in theeaf affiliates, to applicable volume and
other restrictions under Rule 144 under the Sdearfct, and subject to the lock-up arrangemenssrilged in “Shares Eligible for Future
Sale.” Our Class B common stock may be converted@tass A common stock at any time. EMC has ndractual obligation to retain these
shares, other than the lock-up arrangement. IntiaddEMC has the right to cause us to registerstiie of its shares of our common stock
under the Securities Act. Registration of theseeshander the Securities Act would result in thesares, other than shares purchased by our
affiliates, becoming freely tradable without restion under the Securities Act immediately uponeffectiveness of the registration.

If EMC elects to convert its shares of Class B camrstock into Class A common stock, an additior®4,800,000 shares of Class A
common stock will be available for sale after tleeipd of 180 days from date of the IPO RegistraBtatement (subject to extension in certain
circumstances), subject to volume and other reftnis as applicable under Rule 144 of the Secerhig.

Immediately after the IPO, we intend to file a stgition statement on Form S-8 under the SecuAiésovering the shares of Class A
common stock issuable under outstanding optiongtamdhares of Class A restricted stock which bélloutstanding after the IPO and
80,000,000 shares reserved for future issuancer udl007 Equity and Incentive Plan. This regtstrastatement will automatically become
effective upon filing. Shares registered under thgstration statement will be available for saléhe open market, subject to the lock-up
arrangements described above, as well as any spi vesting requirements and the lapsing ofiagins on restricted stock, although sales
of shares held by our affiliates will be limited Byle 144 volume limitations. Sales of substargrabunts of these securities could cause our
stock price to fall.

Intel Capital’'s pending investment in our Class Ammon stock may not be consummated, and as a resuit stock price may be
negatively impacted.

The closing of Intel Capitad’ purchase of 9.5 million shares of our Class Amom stock is subject to expiration of the applieabhiting
period under the HSR Act and the satisfaction béptustomary closing conditions, including theeslze of a material adverse change. We
cannot assure you that the investment will cloge PO is not conditioned on the closing of thell@apital investment, and if the Intel
Capital investment does not close, our stock prieg be negatively impacted.

The difference in the voting rights of our Classa@nd our Class B common stock may harm the value dindidity of our Class A
common stock.

The rights of the holders of Class A and Class Broon stock are identical, except with respect tingp the election of directors,
conversion, certain actions that require the canseholders of Class B common stock and othergmtdte provisions as set forth in this
prospectus. The holders of Class B common stodk lsh@ntitled to 10 votes per share, as well agmgeconsent and other rights associated
with the Class B common stock, and the holderauofGlass A common stock shall be entitled to onte yer share. The holders of Class B
common stock will also be entitled to elect at 1289 of our board of directors, and, subject tp @ghts of any series or class of preferred
stock to elect directors, the holders of Class memn stock and Class B common stock, voting togethe single class, will entitled to elect
the remaining directors, which will never be Idsart one. The difference in the right to elect dvexand the voting rights of our Class A and
Class B common stock could harm the value of tless€CA common stock to the extent that any currefitare investor in our common stock
ascribes value to the rights of the holders of@ass B common stock to elect at least 80% of oard of directors or to 10 votes per share.
The existence of two classes of common stock caddlt in less liquidity for either class of commstock than if there were only one class of
our common stock. See “Description of Capital Stotk'Mware” for a description of our common stoakdarights associated with it.
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Delaware law and our certificate of incorporationna bylaws contain anti-takeover provisions that ddwelay or discourage takeover
attempts that stockholders may consider favorable.

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

» the division of our board of directors into thrdasses, with each class serving for a staggeree-year term, which would preve
stockholders from electing an entirely new boardicéctors at any annual meetir

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

» following a distribution of Class B common stock BYIC to its stockholders, the restriction that adfecial owner of 10% or more
of our Class B common stock may not vote in angteda of directors unless such person or group a¥gas at least an equivalent
percentage of Class A common stock or obtains ajapad our board of directors prior to acquiringieéicial ownership of at least
5% of Class B common stoc

» the prohibition of cumulative voting in the electiof directors or any other matters, which wouldeotvise allow less than a
majority of stockholders to elect director candéda

» the requirement for advance notice for nominatimnlection to the board of directors or for prejmy matters that can be acted
upon at a stockholde’ meeting;

» the ability of the board of directors to issue,haitit stockholder approval, up to 100,000,000 shafr@seferred stock with terms <
by the board of directors, which rights could beiseto those of common stock; a

» inthe event that EMC or its succesin-interest no longer owns shares of our common stegiesenting at least a majority of
votes entitled to be cast in the election of dwextstockholders may not act by written consedtraay not call special meetings of
the stockholders

Until such time as EMC or its successor-in-intecestses to beneficially own 20% or more of thetaatting shares of our common
stock, the affirmative vote or written consentlod holders of a majority of the outstanding shafahe Class B common stock will be required
to:

* amend certain provisions of our bylaws or certticaf incorporation

* make certain acquisitions or dispositio

» declare dividends, or undertake a recapitalizatioliquidation;

» adopt any stockholder rights plé*poison pil” or other similar arrangemer

* approve any transactions that would involve a meigensolidation, restructuring, sale of substalytil of our assets or any of o
subsidiaries or otherwise result in any persomtityeobtaining control of us or any of our subsidgs; or

» undertake certain other actiol

In addition, we have elected to apply the provisiohSection 203 of the Delaware General Corpandtiwv. These provisions may
prohibit large stockholders, in particular thosenovg 15% or more of our outstanding voting stocknf merging or combining with us. These
provisions in our certificate of incorporation aoylaws and under Delaware law could discouragenpiaieakeover attempts and could reduce
the price that investors might be willing to pay $éihares of our common stock in the future andlr@sthe market price of our shares of
common stock being lower than it would be withdwege provisions.
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As a public company we will incur additional costsid face increased demands on our management.

As a public company, we will incur significant légaccounting and other expenses that we did mettly incur as a private company. In
addition, the Sarbanes-Oxley Act of 2002, as welihe rules subsequently implemented by the SEGhenNlew York Stock Exchange, have
required changes in corporate governance pragaticesblic companies. We expect these rules anda#gos to increase our legal and
financial compliance costs and to make some aiet/inore time-consuming and costly. For example, i@sult of becoming a public
company, we intend to add independent directoegteradditional board committees and adopt cepinies regarding internal controls and
disclosure controls and procedures. In additionyilincur additional costs associated with oubficicompany reporting requirements. We
are currently evaluating and monitoring developraevith respect to these rules, and we cannot grediestimate the amount of additional
costs we may incur or the timing of such coststif&rmore, our management will have increased demandts time in order to ensure we
comply with public company reporting requirementsl ghe compliance requirements of the Sarbanesy@ddeof 2002, as well as the rules
subsequently implemented by the SEC and the ajydiciock exchange requirements of the New YorklSExchange.

After the completion of the IPO, we do not expeatdeclare any dividends in the foreseeable future.

After the completion of the IPO, we do not anti¢geeclaring any cash dividends to holders of aanmon stock in the foreseeable
future. Consequently, investors must rely on safeleir common stock after price appreciation,ahhinay never occur, as the only way to
realize any future gains on their investment.
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FORWARD-LOOKING STATEMENTS

This Prospectus—Offer to Exchange and the docunieotsporated by reference herein may include fodalaoking statements that
reflect VMware’s and EMC'’s current views with resp®, among other things, future events and firdperformance. You can identify these
forward-looking statements by the use of forwarokiog words, such as “outlook,” “believes,” “expgtt‘potential,” “continues,” “may,”

“will,” “should,” “seeks “ “approximately,” “predits,” “intends,” “plans,” “estimates,” “anticipategt the negative version of those words or
other comparable words. Any forward-looking statateeontained in this Prospectus —Offer to Exchaargebased upon VMware’s or
EMC's historical performance and on current plassimates and expectations. The inclusion of timadrd-looking information should not be
regarded as a representation by VMware, EMC oradingr person that the future plans, estimates pe&ations contemplated by us will be
achieved. Such forward-looking statements are stibjevarious risks and uncertainties. Accordingifgre are or will be important factors that
could cause VMware’s or EMC's actual results tdetimaterially from those indicated in these starta. We believe that these factors
include but are not limited to those described ufiRé&sk Factors” in this Prospectusaffer to Exchange. These factors should not betooed
as exhaustive and should be read in conjunction ti# other cautionary statements that are inclualetb EMC, or incorporated by reference
in this Prospectus—Offer to Exchange. We do notutatte any obligation to publicly update or revigmy forwardlooking statement, wheth
as a result of new information, future developmentstherwise.

If one or more of these or other risks or unceti@gmaterialize, or if our underlying assumptipngve to be incorrect, actual results may
vary materially from what we may have anticipatédy forward-looking statements you read in thisdpectus—Offer to Exchange reflect our
current views with respect to future events andsatgect to these and other risks, uncertaintidsaasumptions relating to VMware’s and
EMC’s operations, results of operations, financial @oom growth strategy and liquidity. You shouldesfifically consider the factors identifi
in this Prospectus—Offer to Exchange and in EMQs@erly Report on Form 10-Q for the quarter enldiedich 31, 2007 that could cause
VMware's or EMC's actual results to differ beforeking an investment decision.
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THE TRANSACTION

This section of the Prospectus—Offer to Exchangerdees material aspects of the proposed transactighile we believe that the
description covers the material terms of the trantigan, this summary may not contain all of the infation that is important to you. You shc
carefully read this entire Prospectus—Offer to Eape and the other documents to which we refea fmore complete understanding of the
transaction.

Background of the Offer

Historically, EMC has awarded EMC Options and iestd stock to its employees, including VMware eoygles, as a key component of
employee compensation to align the interests ofleyees and shareholders of EMC and further enhginaesholder value. Because following
the IPO, VMware will have the ability to more ditlyctie VMware employee incentives to VMware emmeyresults and provide VMware
employees a more meaningful incentive to enhancevelld shareholder value, EMC and VMware are undiegatkis Offer to allow eligible
employees of VMware to exchange their EMC-relatgaity compensation for VMware equity compensatioaimanner designed to generally
retain the terms and intrinsic value of the tendd&E®C securities. This Offer is being undertakendammpensatory purposes as a means to
retain and motivate VMware employees and encousagk employees to remain in the service of VMwarallowing VMware employees to
share directly in the value they create at VMwaoenfthe date of the VMware IPO.

Reasons for the Offer

EMC and VMware are making this Offer to eligible @oyees for compensatory purposes. Stock optiomgeanerally intended to help
align the interests of a company’s employees Withibterests of the company’s stockholders. AfterlPO, VMware Stock will trade publicly
and, accordingly, we intend to grant VMware Optiansl VMware Restricted Stock to Company employeea going forward basis. Since
employees of VMware and its subsidiaries have hisatly received EMC Options and EMC RestrictedcBtave believe it will aid the
Company'’s efforts to encourage ownership of the @aomy by personnel whose long-term employment afwdtsfare considered important to
the Company’s continued progress, by allowing blegemployees to exchange their EMC Options and ERé€lricted Stock for VMware
Options and VMware Restricted Stock. The VMwarerbax directors believes that ownership by empleyafeVMware and its subsidiaries
VMware Options or VMware Restricted Stock receivrethis Offer will serve as an effective tool tocenirage stock option and restricted si
recipients to act in the VMware stockholders’ ietrby enabling the option recipients to have amemic stake in the Company’s success.

Effects of the Offer

Eligible employees who exchange all of their EMCtiGps and shares of EMC Restricted Stock, and doth@rwise own EMC Stock,
will no longer have an interest in EMC and its polesfuture growth, but instead will have an inttrisn VMware and its possible future grow
As a result, such eligible employees will be subgelusively to risks associated with an investierYMware and not risks associated with
an investment in EMC.

Eligible employees who exchange some, but nob&their EMC Options or shares of EMC Restrictedc®twill have an interest in both
EMC and its possible future growth and VMware aisgbssible future growth and will be subject te tisks associated with investments in
both EMC and VMware.

Eligible employees who do not exchange any of tR&C Options and shares of EMC Restricted Stockaeihtinue to have an interest
in EMC and its possible future growth and will hibgect to the risks associated with an investme®MC. However, such eligible employees
who otherwise have or receive VMware Options orahaf VMware Stock, will continue to have an ietgrin VMware and its possible future
growth and will be subject to the risks associat@ti an investment in VMware.
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Impact of the Offer

As of June 30, 2007, there were approximately 1g&@ployees who would be eligible to participatéhie Offer. Based on an assumed
IPO Price of $24.00 per share (the midpoint ofrtivege reflected in the IPO Registration Statemamd) an assumed VWAP of $18.00 (which
is representative of recent trading prices of ENtiglg), a maximum of approximately 13.6 million sbeof our Class A class common stock
underlying options or restricted stock awards grdrsubject to the Offer would be issued, pursuatiie Offer, if all eligible employees
tendered all of their EMC Options and EMC RestdcBtock. We estimate that the unamortized fairealithe exchanged awards will be
approximately $103.6 million, which will be recogad over the remaining vesting periods.

To assist eligible employees in understanding titergial impact of the Offer on earnings per shasenote that supplemental pro forma
basic and supplemental pro forma diluted earnimgspare amounts would have been $0.22 and $0r28fgear ended December 31, 2006
and $0.11 and $0.11 for the three months endedhiVetc2007, respectively, assuming the following:

» Supplemental pro forma basic and diluted earnirgspare data assume actual pre-tax income iseddyc$415,000 and
$4,083,000 for the three months ended March 317 20@ the year ended December 31, 2006, respsgtare net income is
reduced by $259,000 and $2,552,000 for the thregmsaended March 31, 2007 and the year ended Dexe3thb2006,
respectively, to reflect the estimated impact ef thspective period’s amortization of the increrabstock compensation expense
resulting from the Offel

» Supplemental pro forma basic weighted average stem®ume the issuance and sale of the full 37,0638ares of our Class
common stock (assuming the over-allotment opticexercised in full) had occurred January 1, 20@ppEmental pro forma basic
weighted average shares also assumes the issuathsala of 9,500,000 shares of our Class A comrtamk o Intel had occurred
January 1, 2006. (This differs from the basic pmorfa per share data presented under “Summary Gdatel Financial Data,”
“Selected Consolidated Financial Data” and the olidiated financial statements. That presentaticiugfes only the incremental
number of shares necessary to be sold to fundntieiat of the April 2007 dividend to EMC in exce$sghe most recent twelve
montt’'s earnings.

* Supplemental pro forma diluted earnings per sharaguats assume (1) the issuance and sale of the &lasmmon stock (pursua
to the IPO and to the Intel investment) on the sed®ascribed above and (2) the consummation of ffex @suming 100% of all tt
options and shares are exchanged, assuming anrlB®©oP$24.00 per share (the midpoint of the rasefeforth on the cover of this
IPO Registration Statement) and assuming a VWA®L8f00 (which is representative of recent tradirnggs of EMC stock). If
zero equity instruments were assumed to be excldadgaeted income per share for these periods wbelthe same as the basic
earnings per shar

This compares to reported basic and diluted easnpeg share of $0.26 and $0.26 for the year endeei@ber 31, 2006 and $0.12 and
$0.12 for the three months ended March 31, 20Gpestively.

VMware's Equity Capitalization Following the IPO and the Offer

We are currently a wholly owned subsidiary of EN@d following the IPO and this Offer, EMC will camtie to be our controlling
stockholder. Following the IPO, we will have twasses of authorized common stock: Class A comnumk stnd Class B common stock.
EMC, will own 32,500,000 shares of Class A commimtls and all 300,000,000 shares of Class B comrtmok srepresenting approximately
89% of our total outstanding shares of common stdblke rights of the holders of Class A and ClagsBimon stock are identical, except with
respect to voting, the election of directors, carian, certain actions that require the consemotders of Class B common stock and other
protective provisions as set forth in this ProspgetOffer to Exchange. The holders of Class B comstook shall be entitled to 10 votes per
share and the holders
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of Class A common stock shall be entitled to orte yer share. The holders of Class B common statkyg separately as a class, are entitled
to elect 80% of the total number of the directanar board of directors which we would have ifrthevere no vacancies on our board of
directors at the time. Subject to any rights of aesies or class of preferred stock to elect dimscthe holders of Class A common stock and
the holders of Class B common stock, voting toge#isea single class, are entitled to elect the ingadirectors on our board of directors,
which at no time will be less than one directorefidiore, EMC will hold approximately 99% of the doimed voting power of our outstanding
common stock upon completion of the IPO and thiglOVMware’s equity capitalization will not changs a result of this Offer.

No Appraisal Rights
No appraisal rights are available to EMC’s shareérd or VMware stockholders in connection with thiger.

Accounting Treatment

Accounting for the transaction will result in artiemental accounting expense for VMware equaleovtdiue of the awards granted in
exchange over the value of the awards tenderedesepted for exchange based on a “Black-Schefasiation. It is expected that there will
excess fair value of the awards granted in the axgé over the fair value of the awards tenderedaandpted for exchange based on a “Black-
Scholes” valuation, even though the “intrinsic” walto eligible employees will remain the same (scbjfo the effects of rounding fractional
amounts), because the “Black-Scholes” valuatiorgakto account the expected volatility of a staekich is expected to be different between
EMC Stock and VMware Stock. Additionally, the exyeetterm of the options granted in the exchange diffgr from the options tendered &
accepted for exchange, which would result in aneimental expense. The incremental expense wikbegnized by VMware over the
remaining vesting period of the awards.

Tax Treatment

The exchange of options and restricted stock puatdoathis Offer is expected to be treated as atagable exchange, and the Company
and the participants in the exchange are not eggddotrecognize income for U.S. federal incomeptasposes upon the tender of EMC Options
and EMC Restricted Stock and the award of VMwaré&dds and VMware Restricted Stock. All incentivecit options that are tendered in 1
Offer will be exchanged for nonqualified stock opis. VMware may be entitled to a tax deduction ugenexercise of the nonqualified stock
options issued as VMware Options.

An optionholder who receives nonqualified stockiaps in VMware in exchange for incentive stock ops will, with respect to such
nonqualified stock options, not be eligible for thgorable tax treatment that is available to itisenstock options. That favorable tax treatn
consists generally of the ability to exercise tp&an without an immediate tax liability for the togmee and the ability to receive capital gains
tax treatment upon disposition of the underlyingrels under certain circumstances.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes for periodwlich EMC owned at least
80% of the total voting power and value of our tangling stock and expect to be included in suclsalicated group following this Offer.
Each member of a consolidated group during anygfatconsolidated return year is jointly and salkgdiable for tax on the consolidated
return of such year and for any subsequently deteadeficiency thereon. Similarly, in some jurigins, each member of a consolidated,
combined or unitary group for state, local or fgreincome tax purposes is jointly and severallglégor the state, local or foreign income tax
liability of each other member of the consolidatesinbined or unitary group. Accordingly, for anyipéd in which we are included in the EN
consolidated group for U.S. federal income tax pags or any other consolidated, combined or ungesyp of EMC Corporation and/or its
subsidiaries, we could be liable in the event #mtincome tax liability was incurred, but not diacged, by any other member of any such

group.
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THE EXCHANGE OFFER

Terms of the Exchange Offer
Eligible Employees

Upon the terms and subject to the conditions of @ffer, EMC and VMware are offering to grant VMwaDptions and VMware
Restricted Stock under the 2007 Equity and Incenfilan in exchange for outstanding EMC OptionsEMC Restricted Stock, respectively,
that are properly tendered and not withdrawn byilgle employees in accordance with “The ExchanderofProper Tender of EMC Options
and EMC Restricted Stock” (and not validly withdraim accordance with “The Exchange Offer—WithdraRaihts”) before the Expiration
Date and accepted for exchange by EMC and VMwédre.ekchange will be on the basis of the Exchang® Ratermined as described her
All outstanding EMC Options and shares of EMC Ret&d Stock held by eligible employees are eligiblée tendered for exchange in this
Offer.

You will be an “eligible employee” and thus be @ig to tender your EMC Options and EMC Restricidck for exchange and
cancellation, and to receive VMware Options and VdvevRestricted Stock, respectively, pursuant ® @ffer if, on July 9, 2007, the date this
Offer commenced, you were a employee of VMwarerar of its subsidiaries in the United States andgantinue to be an employee of
VMware in the United States or one of its subsid@through the Expiration Date and the Grant Diateployees employed in foreign
countries, consultants, former employees and etiege also not eligible employees.

If, on the Grant Date, an employee of VMware or ohis subsidiaries in the United States who waslagible employee as of the date
this Offer commenced is no longer, or at any timerd) the period of this Offer was not, an emplogé®Mware or one of its subsidiaries in
the United States for any reason, including reteetntermination, voluntary resignation, layoffatle or long-term disability, that person will
not be an eligible employee and will not be eligitih tender EMC Options or EMC Restricted Stockefkchange and cancellation, or to rec
VMware Options or VMware Restricted Stock, pursuarthis Offer. An employee of VMware or one of sigbsidiaries in the United States
who is on an authorized leave of absence and erwtibe, as of the date this Offer is commencedthraligh the Grant Date, an eligible
employee, will be an eligible employee for purpogkthis Offer. Leave (including vacation and shierm leave) is considered “authorized” if
it was approved in accordance with policies or ficas of VMware, as determined by VMware in itsesdiscretion.

Tendering EMC Options or EMC Restricted Stock asakiving VMware Options or VMware Restricted Statlexchange pursuant to
this Offer does not confer upon you the right tma@ an employee of the Company or one of its glidnseés. The terms of your employment
with VMware or one of its subsidiaries remain unuopeed. We cannot guarantee or provide you with asyrance that you will not be subject
to involuntary termination or that you will others@ remain in the employ of the Company or onesodutsidiaries until the Grant Date or
thereafter. If you voluntarily terminate your emyateent with VMware or one of its subsidiaries in theited States, or if VMware or one of its
subsidiaries in the United States terminates ympleyment for any reason, before the Grant Datenéfvyou tendered EMC Options or EMC
Restricted Stock for exchange in this Offer primstich termination, such tender will not be acagpied such EMC Options or EMC Restric
Stock will not be exchanged. Your tendered EMC @miand EMC Restricted Stock will be treated @lsaff had not been tendered, and you
will not receive any VMware Options or VMware Réstied Stock in exchange for such tendered EMC @ptemd EMC Restricted Stock.
Your EMC Options and EMC Restricted Stock will hebject to all their current terms, including exsecprice, term, vesting schedule and
timing of the lapse of restrictions for EMC Resdteit Stock, as applicable. For so long as EMC caesirnio hold shares of VMware Stock
representing 50% or more of the total outstandimiing power of VMware, service with VMware or onfeits subsidiaries will be considered
service with EMC for purposes of vesting and deteimg timing of the lapse of restrictions for EM@®ricted Stock. However, from such
time as EMC ceases to hold shares of VMware stegkesenting 50% or more of the total outstandirtgqhggower of VMware, any EMC
Options and EMC Restricted Stock then held by ydube terminated in accordance with the termshef &pplicable award.

44



Table of Contents

Eligible Options and Restricted Stock

EMC and VMware are accepting for tender by eligigteployees EMC Options and EMC Restricted Stochtgrhunder the under the
EMC Corporation 1993 Stock Option Plan; the EMCgooation 2003 Stock Plan; the Akimbi Systems, B4 Stock Incentive Plan; the
EMC Corporation 1985 Stock Option Plan; the Ledgystems, Inc. 1995 Stock Option/Stock Issuance; f@EMC Corporation 2001 Stock
Option Plan; the Documentum, Inc. 1996 Equity IndenPlan; the VMware, Inc. 1998 Stock Plan; arel Blantz Development Corporation
Amended and Restated 1997 Equity Incentive Plalte(tively, the “EMC Plans”). If you have chosenrteive this Prospectus—Offer to
Exchange by mail, the Letter of Transmittal enctbadth this Prospectus—Offer to Exchange includéstaf your EMC Options and EMC
Restricted Stock as of June 27, 2007. In additfon,can at any time access current information &pour options and restricted stock by g¢
to www.ubs.com/onesource/emc.

In order to tender an eligible option, you musthkenall outstanding EMC Options under the awardtigg to that eligible option. EMC
and VMware are not accepting partial tenders ofipaar option awards. For example, if you holdogmion pursuant to an award of options to
purchase 1,000 shares of EMC Stock at an exerdise @f $9.75 per share of which 500 shares areedegou must tender the option for all
1,000 shares in its entirety; you cannot tendey arportion of the options subject to a particaaard and retain the remainder. On the other
hand, if you have an option to purchase 1,000 shafrEMC Stock at an exercise price of $11.19 paresand another option to purchase 2
shares of EMC Stock at an exercise price of $1@e85hare, you may choose to tender for exchahgetainot less than all) of the outstand
options under either of the option awards or athef options under both of the option awards ooskbmot to tender any of your EMC Options.
Similarly, if you tender shares of EMC Restrictadck from a particular restricted stock award, youwst tender all of the EMC Restricted
Stock under that award. For example, if you wesntgrd 700 shares of EMC Restricted Stock and &ft@rshares of EMC Restricted Stock,
you may choose to tender for exchange all (butesst than all) of the shares of EMC Restricted IStoaer either of the restricted stc
awards or both of the restricted stock awardshoose not to tender any of your EMC Restricted IStoc

You may not tender EMC Options for shares of VMwRsstricted Stock or exchange shares of EMC Réstristock for VMware
Options. This Offer is to exchange EMC Options\dAware Options only and EMC Restricted Stock for Wite Restricted Stock only.
However, if you are an eligible employee and yold lomth EMC Options and EMC Restricted Stock, yaysubject to the terms and
conditions of this Offer, tender your EMC Optios ¥Mware Options or your EMC Restricted Stock ¥vlware Restricted Stock.

An option award that has been fully exercised,nyr @ortion of a particular option award that hasrbexercised, is no longer outstanding
and thus is not eligible to be tendered for excleanghis Offer. Any shares of EMC Restricted Stttk you were granted that are no longer
restricted are not eligible to be tendered for exgje in this Offer. If you have previously partyadixercised an eligible option award, you can
still tender for exchange the remaining unexercgeion of an eligible option award. However, dwytender any portion of an option award,
you must tender all of the EMC Options remainingemthat awarc

All VMware Options and shares of VMware Restric&dck granted pursuant to this Offer will be granteder the 2007 Equity and
Incentive Plan and will be subject to the same $eamd conditions as set forth in the EMC Planbatitme of the grant of the tendered EMC
Option or EMC Restricted Stock, except that (1t@e@EMC Options properly tendered in this Offer aotl withdrawn will be exchanged for
unvested VMware Options subject to a new vestingpgdecommencing on the Grant Date, which provifdessubject to continued
employment, monthly vesting in equal amounts oveer@od equal to the shorter of twelve months od&@s prior to the scheduled expiration
of the tendered EMC Options (but if such 90th dayld be prior to the date of grant, then the VMwapé&on granted would vest on the dat
grant), (2) VMware Options issued in the exchangenat be “incentive stock options,” notwithstandi whether the tendered EMC Option
was an “incentive stock option,” (3) VMware Opticarsd VMware Restricted Stock issued in the exchavij@ot be subject to accelerated
vesting on a “change in control,” and (4) certaME& Restricted Stock properly tendered in this Offad not withdrawn will be exchanged for
VMware Restricted
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Stock that will be subject to different acceleratprovisions related to VMware achieving certainf@enance benchmarks than those
applicable to the original EMC Restricted Stock elw&pecifically with regard to restricted stockylWare Restricted Stock granted in
exchange for EMC Restricted Stock originally grantetween May 17, 2005 and March 6, 2006, whichrpay know as an LTIP 1 grant, will
not fully accelerate if VMware Revenue (as defimethe applicable restricted stock agreement) igktp $1 billion and VMware EBITDA (e
defined in the applicable restricted stock agredjrisrequal to $300 million at the end of any fisgear, but rather, if those goals are met for
VMware’s 2007 fiscal year, such grants will accatermonthly in equal amounts such that all suchtgraill be not be subject to restrictions
on December 31, 2008. Also, VMware Restricted Stgrelated in exchange for EMC Restricted Stock nély granted between June 6, 2006
and October 26, 2006, which you may know as an Lgfeant, will not be subject to acceleration ofaalditional 10% of shares subject to s
grant if at the end of any VMware fiscal year VM@aevenue (as defined in the applicable restristeck agreement) is equal to $1 billion
and VMware EBITDA (as defined in the applicabletrieted stock agreement) is equal to $300 milliout, will continue to be subject to the
other acceleration terms of the applicable regttictock agreement. VMware Restricted Stock grainteschange for EMC Restricted Stock
other than LTIP 1 and LTIP 2 grants will not be jegbto new or different acceleration terms. Exaeptlescribed above, the VMware Options
and VMware Restricted Stock you receive in the exge will continue to be subject to the terms efdhiginal EMC option or restricted stock
agreement under which they were granted exceptuh#ss the context may otherwise require, refageto “EMC” in the applicable award
agreement shall instead be deemed to be referemteMware.”

For all VMware Options and shares of VMware RettrdcStock granted pursuant to this Offer, the iieaifs vesting and exercise rights
will be contingent on the recipient’s continued éoyment through the applicable vesting dates arcet as specifically noted above, subject
to the provisions of the applicable EMC Plan areldpplicable option or restricted stock agreement.

VMware intends to file a registration statementammm S-8 with respect to the VMware Stock undedytine VMware Options and the
VMware Restricted Stock. However, VMware has agme#d the underwriters of the IPO that, as a caadito participating in the Offer,
participating employees who receive VMware Option¥Mware Restricted Stock must agree to not dispdsor effectively dispose of (e.g.,
by hedging) any shares of the VMware Stock undegyhese options for a period of 180 days fromdiute the SEC declares the IPO
Registration Statement effective.

As of June 30, 2007, there were approximately hilBon shares of EMC Stock underlying EMC Opticglgyible to be tendered in this
Offer. These options had a weighted average exeprise of $11.79 and a weighted average remalifengf 7.6 years. As of June 30, 2007,
there were approximately 5.8 million shares of ER€stricted Stock eligible to be tendered in thife©Ofvith a weighted average remaining
vesting period of 1.4 years.

Number of VMware Options and Restricted Stock tolbsued in Exchange

If you validly tender EMC Options or EMC Restrict8tbck for exchange and cancellation, and suclooptare accepted and cancelled,
pursuant to this Offer, the number of VMware Opsian shares of VMware Restricted Stock you wileléitled to receive will be determined
by the Exchange Ratio, which is based on the VWAdPtae IPO Price. The Exchange Ratio will be detegohin a manner intended to prov
for an exchange that maintains the intrinsic vaiEMC Options or EMC Restricted Stock tendered ¥hivare Options or VMware
Restricted Stock granted (subject to the effect®onding fractional amounts). The Exchange Ratlbb& expressed as a fraction, the
numerator of which will be the VWAP and the denoatar of which will be the IPO Price. Thereforethe VWAP is less than the IPO Price,
the Exchange Ratio will be less than 1, and, alghdhe intrinsic value of your exchanged equityl i maintained, you will receive a fewer
number of VMware Options or shares of VMware Regtd Stock than the number of EMC Options or shaf&MVC Restricted Stock you
exchanged. For example, if the VWAP were $18.00¢wis representative of recent trading prices MiCEstock) and the IPO Price were
$24.00 per share (the midpoint of the range set
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forth in the IPO Registration Statement), the ExgfeaRatio would be 0.75, and if you tendered 1BBRIC Options, you would receive 750
VMware Options, with the same aggregate intringiltig in exchange. The VWAP is the average (aritmme¢an) of the volume-weighted
average price per share of EMC Stock on the Nevk Boock Exchange over the final two full tradingydarior to the Expiration Date during
the period beginning at 6:30 a.m., Pacific Timediach other time as is the official open of tradamgthe New York Stock Exchange), and
ending at 1:00 p.m., Pacific Time (or such othemetias is the official close of trading on the Newrky'Stock Exchange). The VWAP will be
calculated using the default criteria for the fumetknown as “Bloomberg VWAP” of the AQR functioarfEMC common stock on the
automated quote and analytical system distribuyeBlbomberg Financial LP. The calculation of the YW/ is such that if the Expiration Date
is August 6, 2007, the VWAP would be calculatechgghe average (arithmetic mean) of the volume-fteidj average price per share of EMC
Stock on August 2, 2007 and the volume-weightedageesprice per share of EMC Stock on August 3, 200 IPO Price will be determined
by negotiations between the representatives ofitickerwriters in the IPO and us.

* For each EMC Option you exchange, you will be &dito receive a n«-qualified VMware Option to purchase a number ofreh
of VMware Stock equal to the number of shares ugihgy the EMC Option that you exchange multipliedthe Exchange Ratio.
For each EMC Option you exchange, the per shaneisreprice of each VMware Option you will be eetitto receive will be the
exercise price of such EMC Option divided by theltange Ratio with the result rounded up to theestavhole cent. The
calculation of the per share exercise price ofhevare Options you will be entitled to receive wik done on an award-by-award
basis, such that if you exchange EMC Options witfent per share exercise prices from each otherper share exercise prices
of the VMware Options that you will be entitledreceive will also be different from each otr

An example of how the exchange of options wouldknsras follows (some numbers have been roundeshuie that EMC shares
have a VWAP of $14 per share. Also assume thaeyahange an option for 200 shares of EMC Stockpetrahare exercise price
of $11.50. The aggregate spread (the differencedeat the aggregate exercise price you would hapaydo exercise the option
and the value of the EMC Stock that you would reeeipon exercising the option) on your option wdudd$500. If the initial
public offering price per share of VMware Stock wéo be $24 per share, the number of shares subjdw new VMware Option
that you would receive if you exchanged your optimuld be the product of 200 and the Exchange Ratnich in this case would
be approximately 0.583 (the VWAP ($14) divided bg tPO Price ($24)). Therefore, after roundingtical results as described
below, you would receive VMware Options for 116r&sa The per share exercise price of the VMwaréo@ptwould be the
exercise price of the EMC Option ($11.50) dividedtiiee Exchange Ratio (approximately 0.583), foeaghare exercise price of
$19.72. The aggregate spread in the new VMwareo®ptould thus be $496.48 (such amount does notl 8§08 due to rounding
down for fractional shares subject to VMware Opsiamd rounding up of the exercise price).

» For each share of EMC Restricted Stock you exchaygewill be entitled receive VMware Restrictee&t equal to the number of
shares of VMware Restricted Stock that you exchangkiplied by the Exchange Rati

An example of how the exchange of restricted stealdld work under the same set of assumptions #®etyYWAP and the IPO
Price set forth above is as follows (some numbave lbeen rounded): If you exchanged an EMC RestriStock award with
respect to 200 shares of EMC Stock (with a valuaédiately prior to the initial public offering o£800), the number of shares
would be multiplied by the Exchange Ratio, resugltim a restricted stock award, after rounding faaw! results as described belc
of 116 VMware shares with a value of $27.84 (sutloant does not equal $28.00 due to rounding dowtheohumber of shares of
VMware Restricted Stock).

VMware Option awards and VMware Restricted Stockias will be rounded down to the nearest wholeesbaran award-by-award
basis and, accordingly, neither VMware Optionsffactional shares nor fractional shares of VMwaestRcted Stock will be granted, and you
will not be compensated for any fractional shares
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you otherwise would have received. If you tendeEMC Option grant that is partially vested, youlwéceive two VMware Option grants, o
for the vested and outstanding portion and on¢hf@runvested and outstanding portion. Those graatshave different vesting terms from
each other.

Of the outstanding EMC Options held by eligible éoypes as of June 30, 2007, the maximum numbédrases of EMC Stock
underlying those options which could be tenderedkehange pursuant to this Offer is approximaly8 million. Assuming that EMC shares
have a VWAP of $18.00 (which is representativeegent trading prices of EMC Stock) and that the FRiDe is $24.00 per share (the midp:
of the estimated range set forth in the IPO Regfisin Statement), the maximum number of sharesMiviire Stock underlying the VMware
Options which could be granted pursuant to thieOf approximately 9,225,000. All VMware executoféicers are eligible to participate in
this Offer and hold collectively as a group EMC ©ps to purchase approximately 1,532,079 shar&wg Stock, representing approximat
12.5% of the maximum number of shares of EMC Stoulerlying EMC Options held by eligible employesséJune 30, 2007 which could
be tendered for exchange pursuant to this Offees€lEMC Options, if validly tendered for exchangéhis Offer, with the assumed VWAP
and IPO Price above, would be exchanged for VMu@ptons to purchase approximately 1,149,058 shafrgdware Stock.

As of June 30, 2007, there were a maximum of apprately 5.8 million outstanding shares of EMC Riestd Stock held by eligible
employees which could be tendered for exchangeaupatgo this Offer. Assuming the same VWAP and P@e as above, the maximum
number of shares of VMware Restricted Stock whizhlad be granted pursuant to this Offer is approxétya4,350,000. VMware’s executive
officers hold collectively as a group approximat&40,416 shares of EMC Restricted Stock, represgmatpproximately 9.3% of the maximum
number of shares of EMC Restricted Stock held Igil#é employees as of June 30, 2007 which coultehdered for exchange pursuant to
Offer. These shares of EMC Restricted Stock, ifdhaltendered for exchange in this Offer, with desumed VWAP and IPO Price above,
would be exchanged for approximately 405,310 shair&viware Restricted Stock.

The below table sets forth an example of what thehBnge Ratio would be at a range of different hiyptical VWAPs and IPO Prices.
The Exchange Ratio represents the portion of sestiavMware Stock subject to a VMware Option thatiywould receive for each share of
EMC Stock subject to an EMC Option that you excleaand, alternatively, the portion of a share of VMevRestricted Stock that you would
receive for each share of EMC Restricted Stockybatexchange.

EXCHANGE RATIO EXAMPLE*

VWAP

IPO

Price _$15 $16 $17 $18 $19 $20
$2€ 0.576¢ 0.615¢ 0.653¢ 0.692: 0.730¢ 0.769:
$2E  0.600C 0.640( 0.680C 0.720C 0.760( 0.800(
$24 0.625( 0.6667 0.708: 0.750C 0.7917 0.833:
$25 0.652: 0.6957 0.7397 0.782¢ 0.826: 0.869¢
$2Z 0.681¢ 0.727¢ 0.7727 0.818: 0.863¢ 0.909:

* Numbers have been round:

During this Offer certain updated pricing-relatatbrmation will be available to all eligible emplegs of VMware and its subsidiaries via
the Election Site for the EMC—VMware Exchange Pamgrat https://www.corp-action.net/vmware. Each deginning on July 10, 2007, and
ending on August 1, 2007 (unless the Offer is edeel), at no later than 2:30 p.m., Pacific Time,HEtection Site for the EMC—VMware
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Exchange Program will be updated to show what t6A¥ would be if that day were the final trading dajor Expiration Date and what the
Exchange Ratio would be based on that VWAP (assyithiait the IPO Price was equal to the midpoinhefrange of the estimated initial
offering price reflected in the IPO Registratiomt8tment). You may also contact the information exchange agent, Mellon Investor Services,
at 1-888-313-1479 (from within the U.S.) or at 2880-6672 (from outside the U.S.) to obtain thisiniation.

During the last two full trading days of this Offéugust 2 and August 3, 2007 (unless this Offendended), the Election Site for the
EMC—VMware Exchange Program will display the ongointgehation of the actual VWAP and the Exchange Rasiat then stands. Thus,
the next-to-last full trading day during this Offéhe first day of the calculation period), theusdtdaily volumeweighted average price of EN
common stock during the elapsed portion of that filay will be used in the calculation and, onfthal full trading day, the calculations will
use the average of the daily VWAP of EMC commoumrlstor the next-to-last full trading day and thewed daily volume-weighted average
price during the elapsed portion of that final fu#lding day. The Election Site for the EMGAMware Exchange Program will be updated e
hour during the final two-day calculation periodhelinformation set forth on the Election Site foe EMC—VMware Exchange Program may
not be an accurate predictor of what the Exchareg®mvill be as finally determined. The informatiset forth on Election Site for the EMC—
VMware Exchange Program is only a part of the imfation you should use to determine whether to tepder EMC Options or EMC
Restricted Stock. You should also consider therindion set forth in this Prospectu®&#fer to Exchange and the other documents to wivie
refer, as well as the historic trading prices of EMtock, the historic volatility of EMC Stock angstoric volatility of other companies in the
sectors in which VMware and EMC operate.

Neither EMC’s nor VMware’ s boards of directors makes any recommendation ae twhether you should tender some or all of yot
EMC Options or shares of EMC Restricted Stock for gchange in the Offer, nor is any person authorizetbb make any such
recommendation.Depending on the VWAP and the IPO Price, the nurob&fMware Options or shares of VMware Restrictédck that you
receive in exchange may be higher or lower tharetienates that appear in this Prospectus—Offextihange and the exercise price of the
VMware Options that you receive may be higher @rdothan the exercise price of your current EMCi@y or the estimates that appear in
this Prospectus-©ffer to Exchange. Your decision as to whetherairta tender your EMC Options or EMC RestrictedcBtfor exchange m:
be affected by the particular EMC Options (andaptigreements) and shares of EMC Restricted Stoukrestricted stock agreements) wt
you hold.

Expiration Date

This Offer is scheduled to expire at 11:00 a.mcifRaTime, on August 6, 2007, unless EMC and VMean our discretion, extend the
period of time during which this Offer will remagpen. EMC’s and VMware’s current intention is tdead this Offer if the IPO Registration
Statement or the Exchange Offer Registration Statemill not be declared effective prior to the gapon of this Offer. See “The Exchange
Offer—Extension; Termination; Amendment” for a déstion of VMware’s rights to extend, delay, terrate or amend this Offer.

Lock-Up

VMware has agreed with the underwriters that, esmalition to participating in this Offer, particifiag employees who receive VMware
Options or VMware Restricted Stock must agree todispose of or effectively dispose of (e.g., bddiag) any restricted stock or shares of
common stock underlying these options for a peoioti80 days from the date the SEC declares theRB@istration Statement effective. If you
make an election to tender online through the iacsite for the EMC—VMware Exchange Program agpsifiwww.corp-action.net/'vmware
or by completing and signing the enclosed LetteFrafhsmittal, you must agree to the lock-up restnis, which are set forth on the
accompanying Letter of Transmittal, or your tendél not be accepted. Therefore, you will not béeato sell or dispose of restricted stock or
shares underlying options received in the exchamgiéafter the 180-day period.
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Fractional Shares

Awards of VMware Options and VMware Restricted &tadll be calculated according to the Exchange ®atid will be rounded down
to the nearest whole share on an award-by-awaid. #&cordingly, VMware Options and VMware RestedtStock will not be issued for
fractional shares, and you will not be compenséiedny fractional shares you otherwise would haaceived.

Certain Differences between the EMC Plans and the@®7 Equity and Incentive Plan

Please see the description of the 2007 Equity acehttive Plan set forth under “VMware’'s—Compensafliscussion and Analysis—
2007 Equity and Incentive Plan” in this Prospect@fer to Exchange. While VMware Options and VMw&estricted Stock granted in
exchange for EMC Options and EMC Restricted Staekigd under the EMC Plans will be granted unde2007 Equity and Incentive Plan,
the 2007 Equity and Incentive Plan allows VMwargtant the VMware Options and VMware RestrictedcBtwith the same terms and
conditions as set forth in the EMC Plans, which V& intends to do, except that (1) vested EMC O@ptmoperly tendered in this Offer and
not withdrawn will be exchanged for unvested VMwexgtions subject to a new vesting period, commenoimthe Grant Date, which provic
for, subject to continued employment, monthly vegin equal amounts over a period equal to thetshof twelve months or 90 days prior to
the scheduled expiration of the tendered EMC Optitnut if such 90th day would be prior to the dztgrant, then the VMware option granted
would vest on the date of grant), (2) VMware Opsiggsued in the exchange will not be “incentivektoptions,” notwithstanding whether the
tendered EMC Option was an “incentive stock opti¢8) VMware Options and VMware Restricted Stockuied in the exchange will not be
subject to accelerated vesting on a “change inrobhaind (4) certain EMC Restricted Stock propedpdered in this Offer and not withdrawn
will be exchanged for VMware Restricted Stock thdk be subject to different acceleration provisialated to VMware achieving certain
performance benchmarks than those applicable torthamal EMC Restricted Stock award. Except asdbed above, the VMware Options
and VMware Restricted Stock you receive in the exgfe will continue to be subject to the terms efdhiginal EMC option or restricted stock
agreement under which they were granted exceptuhlss the context may otherwise require, refagemo “EMC” in the applicable award
agreement shall instead be deemed to be referemteMware.”

Proper Tender of EMC Options and EMC Restricted Stak

To validly tender your options or restricted stdokexchange in this Offer, you must either makarygection to tender online through
the Election Site for the EMC—VMware Exchange Peamgrat https://www.corp-action.net/'vmware or compked sign the enclosed Letter of
Transmittal in accordance with its instructionsd @end it to the information and exchange agenimay to Mellon Investor Services,
Reorganization Department, PO Box 3301, South Heszek, NJ 07606; by hand to Mellon Investor Sesjifeorganization Department,
27th Floor, 480 Washington Blvd., Jersey City, N310; or by overnight delivery to Mellon Investar8ices, Reorganization Department,
Washington Blvd., Mail Stop - Reorg, Jersey City, 0W310Such election must be made through the Election ®ifor the EMC—VMware
Exchange Program or received by the information ané&xchange agent, Mellon Investor Services, prior th1:00 a.m., Pacific Time, on
the Expiration Date.

If you made an election to tender options or ret&d stock on the Election Site for the EM®&Mware Exchange Program or submitte
Letter of Transmittal and you want to withdraw soonell of the EMC Options or EMC Restricted Stgcu marked for tender on the Election
Site for the EMC—VMware Exchange Program or on thetter of Transmittal, you may, prior to 11:00 g.Racific Time, on the Expiration
Date, withdraw your tender of such EMC Optionstmres of EMC Restricted Stock by changing yourtelado tender online through the
Election Site for the EMC—VMware Exchange Prograrhtgps://www.corp-action.net/vmware or deliveritagthe information and exchange
agent, Mellon Investor Services, prior to the titlhis Offer expires a Notice of Withdrawal (in therh included with this Prospectus—Offer to
Exchange) indicating which EMC Options or shareEMIC Restricted Stock you are withdrawing. If yoiskvto tender for exchange
additional EMC Options
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or EMC Restricted Stock that you had not markeddader on your previous Letter of Transmittal, yoay, prior to 11:00 a.m., Pacific Time,
on the Expiration Date, elect to tender for excleatigpse additional EMC Options or shares of EMCiiResd Stock by making further
elections on the Election Site for the EMC—VMwarnecBange Program or delivering to the informatiod archange agent, Mellon Investor
Services, an additional properly completed andesdgretter of Transmittal (in the form included wittis Prospectus—Offer to Exchange)
selecting for tender for exchange such additioMCEOption or EMC Restricted Stock awards. You malydender for exchange all EMC
Options subject to a particular award or all shafdsSMC Restricted Stock subject to a particulaaedy

If you deliver a Letter of Transmittal with respéatsome but not all EMC Options or EMC RestricBtdck subject to a particular award,
EMC and VMware may, in our sole discretion, deterenihat you have elected to tender for exchangar albne of the EMC Options or EMC
Restricted Stock underlying such award, as apdkcatou may request additional copies of the LetfeFransmittal by contacting the
information and exchange agent, Mellon Investowriges, located at Mellon Investor Services, Reomsion Department, 27th Floor, 480
Washington Blvd., Jersey City, NJ 07310, at 1-8&88-3479 (from within the U.S.) or at 201-680-66#®1h outside the U.S.).

The method of delivery of all documents, includinghe Letter of Transmittal, is at your election andrisk. If delivery is by mail,
EMC and VMware recommend that you use registereitivaiii return receipt requested. In all cases, gbauld allow sufficient time to ensure
timely delivery. If you tender through the ElectiSite for the EMC—VMware Exchange Program, your ERItions or EMC Restricted
Stock will not be considered tendered unless yoaive confirmation on the Election Site for the EM&Mware Exchange Program that your
elections have been made or until we receive thessary documentation.

Determination of Validity; Rejection; Waiver of Detts; No Obligation to Give Notice of Defects

EMC and VMware will determine, in our sole discoetj all questions as to form of documents and #lielity, form, eligibility, including
time of receipt and acceptance of any tender of EMi@ons or EMC Restricted Stock for exchange ia @ffer. EMC’s and VMware’s
determination of these matters will be final anddimng on all partiesEMC and VMware reserve the right to reject any or dl tenders of
EMC Options or EMC Restricted Stock that they detemine are not in appropriate form or that they determine are unlawful to accept.
Otherwise, we and EMC expect to accept for exchamgecancellation all properly and timely tendeleddiC Options and EMC Restricted
Stock which are not validly withdrawn. Subject fiphcable law, including Rule 13e-4 of the Exchaige, we and EMC may also waive any
of the conditions of this Offer or any defect aegularity in any tender with respect to any paitc eligible EMC Option or any particular
shares of EMC Restricted Stock. Your tender ofan#iwill not be deemed to have been properly matikall defects or irregularities have
been cured by you or waived by us. Neither we mgrather persons are obligated to give notice gfdafects or irregularities in tenders, and
no one will be liable for failing to give notice ahy defects or irregularities.

This is a one-time offer to exchange your EMC Omiand EMC Restricted Stock. This Offer will expatel1:00 a.m., Pacific Time, on
August 6, 2007, unless we extend this Offer. EM@ ¥Mware currently have no plans to repeat the sangesimilar offer in the future.

EMC’s and VMware’s Acceptance Constitutes an Agresmh

Your tender of EMC Options or EMC Restricted Stémkexchange pursuant to the procedures describ@eeaconstitutes your
acceptance of the terms and conditions of thistO8er acceptance for exchange of your EMC OptmmEMC Restricted Stock tendered by
you pursuant to this Offer will constitute a bingliagreement between you and EMC and VMware upotethes and subject to the conditic
of this Offer.
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Subiject to our rights to extend, terminate and ahikis Offer, EMC and VMware expect that we wilcept for exchange on, and in any
event promptly after, the Expiration Date, all ENDptions and shares of EMC Restricted Stock valieihdered and not validly withdrawn by
eligible employees.

The award of VMware Options and VMware Restrictéac® pursuant to the Offer will not create any caotual or other right of the
recipients to receive any future awards of stodoos, restricted stock, other stock rights or gght of continued employment.

Partial Tenders
EMC and VMware will not accept partial tenders pfiadividual option or restricted stock awards.

Withdrawal Rights

You may only withdraw your EMC Options and EMC Reséd Stock tendered for exchange in accordante twe provisions discussed
below.

You may withdraw some or all of the EMC Options=EdC Restricted Stock you tendered for exchangaig®ffer. If you want to
withdraw any of the EMC Options you tendered focheange, you must withdraw all tendered EMC Optsuigect to the particular award of
which the options you want to withdraw are a pant] if you want to withdraw any EMC Restricted &tgou tendered for exchange, you must
withdraw all EMC Restricted Stock subject to thetigalar award of which the restricted stock yountven withdraw is a part. If you deliver a
Notice of Withdrawal with respect to only some hot all of the EMC Options or EMC Restricted Staeibject to a particular award, EN
and VMware may, in our sole discretion, determhreg {you have elected to withdraw all or none of EC Options or EMC Restricted Stock,
as applicable, underlying such award. You may regjcepies of the Notice of Withdrawal by contactthg information and exchange agent,
Mellon Investor Services, located at Mellon Invesiervices, Reorganization Department, 27th Flé80, Washington Blvd., Jersey City, NJ
07310, at 1-888-313-1479 (from within the U.S.poR01-680-6672 (from outside the U.S.).

You may withdraw your tendered EMC Options or EME&sRicted Stock at any time before 11:00 a.m.,fRaEime, on August 6, 2007,
the currently scheduled Expiration Date of thisgDfif this Offer is extended by EMC and VMware beg that time, you may withdraw your
tendered options at any time until the extendedratipn Date of this Offer. In addition, if EMC anéMware have not accepted your EMC
Options or EMC Restricted Stock tendered for exgeamefore 9:00 p.m., Pacific Time, on August 31)22Qhe 40th business day following
the commencement of this Offer, you may withdrawnMC Options or EMC Restricted Stock at any timereafter. For purposes of this
Offer, a “business day” means any day other th8atarday, Sunday or U.S. Federal holiday and ctsngfghe time period from 12:01 a.m.
through 12:00 midnight, Eastern Time.

To validly withdraw EMC Options or EMC Restrictetb8k tendered for exchange, you must, prior tdtithe this Offer expires, either
change your election online through the Electiae 8r the EMC—VMware Exchange Program at httpsuMwcorp-action.net/'vmware or
deliver to the information and exchange agent, dfelhvestor Services, a properly completed andesigmritten Notice of Withdrawal in the
form enclosed with this Prospectus—Offer to Exclearfjyou choose to deliver a Notice of Withdrawamust sent to the information and
exchange agent, by the means and at the appliaddkess set forth above.

You may not rescind any withdrawal, and any EMCi@yst or EMC Restricted Stock you withdraw will teafter be deemed not
properly tendered for purposes of this Offer, usigsu properly re-tender those options before tk@rgtion Date by following the procedures
described above in “The Exchange Offer—Proper TeolEMC Options and EMC Restricted Stock.”

Neither EMC, VMware nor any other persons are @béd to give you notice of any defects or irregties in any notice of withdrawal,
nor will anyone incur any liability for failure tgive you any such
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notice. EMC and VMware will determine, in our distion, all questions as to the form and validibgliiding time of receipt of Notices of
Withdrawal. EMC’s and VMware’s determination of sieematters will be final and binding.

Delivery of VMware Restricted Shares, Options to Pichase VMware Common Stock

EMC and VMware reserve the right to extend, postp@mend or terminate this Offer. However, EMC ¥iivare expect that, upon t
terms and subject to the conditions of this Offer, and in any event promptly after, the Expirafizate, we will accept for exchange and
cancel all validly tendered EMC Options and shafdsMC Restricted Stock that have not been valdhdrawn. If and when EMC and
VMware accept for exchange and cancellation yoaperly tendered and not withdrawn EMC Options aWCERestricted Stock, you will
have no further rights with respect to those cdaddEMC Options and EMC Restricted Stock. As prdynas practicable after we accept
tendered EMC Options and EMC Restricted Stock xashange and cancellation, we will send each tendegimployee a notice indicating the
number of shares of EMC Stock subject to the optamd the number of shares of EMC Restricted Staultered for exchange that have been
accepted and cancelled and the number of shai8lwfire Stock underlying the VMware Options graniie@xchange for such options, and
the number of shares of VMware Restricted Stocktgghin exchange for such EMC Restricted Stock. Wolonly receive VMware Options
or shares of VMware Restricted Stock for EMC Option shares of EMC Restricted Stock, as applicgintgnerly tendered and not withdrawn
which have been accepted for exchange and cangoelfairsuant to this Offer, and which are outstagdis of the Grant Date.

If EMC and VMware do not accept any EMC Option€MC Restricted Stock tendered for exchange, youke#p all of your current
EMC Options and EMC Restricted Stock and you will receive VMware Options or VMware Restricted Ktddo changes will be made to
your existing EMC Options or shares of EMC Res#dcStock, and they will remain outstanding withitleeirrent terms, including exerci
price, term and vesting schedule.

For purposes of this Offer, EMC and VMware will feemed to have accepted for exchange EMC Optiahslaares of EMC Restricted
Stock that are validly tendered for exchange aricpraperly withdrawn if and when we give writtentise of our acceptance for exchange of
such EMC Options and shares of EMC Restricted Stobich may be by press release or other permitteadns. VMware Options and shares
of VMware Restricted Stock will be granted pursutanthis Offer on or promptly after the date of ls@cceptance, which EMC and VMware
expect will be on, and in any event promptly aftee Expiration Date. Promptly following the Exgican Date, EMC and VMware will
publicly disclose the approximate aggregate nurbshares underlying EMC Options and shares of ER&Gtricted Stock accepted and
canceled in this Offer, the Grant Date, the appnate aggregate number of shares of VMware Stodglestto VMware Options and the
approximate aggregate number of shares of VMwastriReed Stock granted in the exchange.

EMC Options or EMC Restricted Stock that you chaostto tender for exchange or that EMC and VMwdoenot accept for exchange
will remain outstanding until they are exercisedgpire by their terms and will retain their cutremercise price, term, vesting schedule and
other rights and benefits. For so long as EMC oot to hold shares of VMware Stock representifg 60more of the total outstanding
voting power of VMware, service with VMware will lmnsidered service with EMC for purposes of veséind determining timing of the
lapse of restrictions for EMC Restricted Stock. Heer, from such time as EMC ceases to hold shdréMware stock representing 50% or
more of the total outstanding voting power of VMe&aany EMC Options and EMC Restricted Stock théd bg you will be terminated in
accordance with the terms of the applicable award.

Extension; Termination; Amendment

EMC and VMware may, from time to time, extend tleeipd of time during which this Offer is open arglay accepting any EMC
Options or EMC Restricted Stock tendered to therdibgeminating notice of the
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extension to optionholders by public announcemanat, or written notice or otherwise as permittedRute 13e-4(e)(3) under the Exchange
Act. If this Offer is extended, EMC and VMware wjltovide appropriate notice of the extension nerl#tan 6:00 a.m., Pacific Time, on the
next business day following the previously schedgpiration Date.

EMC and VMware also expressly reserve the righth@ir reasonable judgment, prior to the Expirafiate, to terminate or amend this
Offer and to postpone their acceptance and catiogllaf any EMC Options or EMC Restricted Stockdered for exchange upon the
occurrence of any of the conditions specified ih€TExchange Offer—Conditions to Completion of tHée® by disseminating notice of the
termination or postponement to the optionholderpiiylic announcement, oral or written notice oreottise as permitted by applicable law.
EMC’s and VMware’s reservation of the right to detecceptance and cancellation of EMC Options ancCHRéstricted Stock tendered for
exchange is limited by Rule 13e-4(f)(5) under tixeltange Act, which requires payment of the consitlen offered or return of the EMC
Options and EMC Restricted Stock tendered prongftlyr termination or withdrawal of the tender offer

Subject to compliance with applicable law, EMC afddware further reserve the right, in their discoeti and regardless of whether any
event set forth in “The Exchange Offer—Conditioaompletion of the Offer” has occurred or is dedrbg us to have occurred, to amend
this Offer in any respect. We will notify you ofyaauch amendment and EMC will file with the SECaamendment to the Schedule TO.

Amendments to this Offer may be made at any timd,feom time to time, by providing appropriate getiof the amendment. Any notice
pursuant to this Offer will be disseminated prompdl eligible employees in a manner reasonablygehesi to inform them of such change.
EMC and VMware have no obligation to publish, adigeror otherwise communicate any such public anoement except by making a press
release or as otherwise required or permitted Iplicgble law.

If EMC and VMware materially change the terms a$ tBffer or the information concerning this Offer,if they waive a material
condition of this Offer, we will extend this Offey the extent required by the SEC. The period bickvthis Offer will be extended in such a
case will depend on the facts and circumstancekidimg the relative materiality of such terms miormation.

If EMC and VMware decide to take any of the follogiactions, they will publish notice or otherwiséorm you in writing of such actic
and keep this Offer open for at least ten (10)ess days after the date of such notification:

(1) EMC and VMware change the consideration offédoedhe EMC Options or EMC Restricted Stock (wtile Exchange Ratio
will not be set during the period that this Offeipen, the determination of the Exchange Ratisyaunt to the terms of this Offer will n
be considered a change in the consideration offeoed

(2) EMC and VMware decrease the number of optiorghares of EMC Restricted Stock eligible to belegrd in this Offer.

Automatic Extension

This Offer will be automatically extended if a matklisruption event occurs with respect to the EBtnmon Stock or the VMware
Class A common stock on either of the two daysrduwhich the value of each share of EMC Commonlkstod/Mware Class A common
stock was originally expected to be determined.

Conditions to Completion of the Offer

EMC and VMware will not be required to accept apyians tendered for exchange, and EMC or VMware taayinate or amend this
Offer, or postpone the acceptance and cancellafiamy options tendered for
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exchange, in each case subject to Rule 13e-4(i}{8¢r the Exchange Act, if (&) on or prior to tlkeeptance of EMC Options and EMC
Restricted Stock tendered for exchange in thisiOfffilnie IPO Registration Statement or this Excledfer Registration Statement shall not
have been declared effective by the SEC or (bhwtiane before their acceptance of EMC Options BRC Restricted Stock tendered for
exchange pursuant to this Offer, EMC or VMware datees that any of the following events has ocaliged, in our reasonable judgment, the
occurrence of the event makes it inadvisable faoysoceed with this Offer or to accept for exap@options tendered for exchange pursuant
to this Offer:

» the IPO Registration Statement shall have beerdwathn by the Compan:

» any stop order suspending the effectiveness ditbeRegistration Statement or this Exchange OffegiRration Statement has
been issued and not withdrav

» any threatened, instituted or pending action oc@eding by any government or governmental, regglaioadministrative agenc
authority or tribunal or any other person, domestiforeign, before any court, authority, agencyritrunal that directly or indirect
challenges the making of this Offer, the canceltatf some or all of the EMC Options or EMC Resé&itStock tendered for
exchange, the issuance of VMware Options or VMvRRestricted Stock, or otherwise relates in any sutisti manner to this Offe

« any action is threatened, pending or taken, oragpyoval, exemption or consent is withheld, or stayute, rule, regulatiol
judgment, order or injunction is threatened, preghsought, promulgated, enacted, entered, ameadfaiced or deemed to
applicable to this Offer, EMC or VMware, by or fraany court or any regulatory or administrative auitly, agency or tribunal or
any other event has occurred that would, in theaeable judgment of EMC or VMwar

(i) make the acceptance of or exchange of somé# of the tendered EMC Options or EMC Restrictedc®t or make the
award of VMware Options and VMware Restricted Stalbggal;

(i) require that VMware or EMC obtain shareholdg@proval in respect of this Offer;

(iii) delay or restrict EMC's or VMware’s abilitygr render EMC or VMware unable, to accept for exds or grant VMware
Options for some or all of the tendered EMC Option¥Mware Restricted Stock for some or all of teedered VMware
Restricted Stock; or otherwise restrict or prohdmibsummation of this Offer or the transactionstemplated by this Offer; or

(iv) materially and adversely affect the businessdition (financial or other), income, operatiangprospects of the Compe
or EMC, or otherwise materially impair in any wénetcontemplated future conduct of VMware’s or EMBUsinesses;

* any general suspension of trading in, or limitationprices for, securities on any national se@sitéixchange or in the over-the-
counter markei

» the declaration of a banking moratorium or any sasjpn of payments in respect of banks in the driates, whether or not
mandatory; o

» atender or exchange offer with respect to sonal @f VMware's capital stock or that of EN's, or a merger or acquisitic
proposal for VMware or EMC, is proposed, announmethade by another person or entity or is publiisclosed

These conditions are for VMware’s and EMC’s ben®&MC and VMware may assert any of these conditioibeir sole discretion
regardless of the circumstances giving rise to tpeor to EMC’s and VMware’s acceptance for exclaagd cancellation of EMC Options
and EMC Restricted Stock tendered pursuant toQFfsr. EMC and VMware may in their discretion waiey of the above conditions, in
whole or in part, at any time and from time to tjrpgor to their acceptance for exchange and céatma of EMC Options and EMC Restrict
Stock tendered pursuant to this Offer, whetheratitimey waive any other condition to this Offer. EM and VMware’s failure at any time to
exercise any of these rights will not be deemeavev of any such rights. The waiver of any of theghts with respect to particular facts and
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circumstances is not a waiver with respect to ahgrofacts and circumstances. Any determination EVi@ VMware make concerning the
events described above will be final and bindingrupveryone.

Fees and Expenses

EMC and VMware will not pay any fees or commissiemany broker, dealer or other person (other feaes to the information and
exchange agent, Mellon Investor Services, as destiielow) for soliciting tenders of EMC OptionsEMC Restricted Stock pursuant to this
Offer.

EMC and VMware have retained Mellon Investor Seagsito act as the information and exchange agerdrinection with this Offer. The
information and exchange agent may contact holdfeshares of EMC Options and EMC Restricted Stocknail, e-mail, telephone, facsimile
transmission and personal interviews and may reduekers, dealers, commercial banks, trust congzsaand similar institutions and other
nominee shareholders to forward materials relatirtipis Offer to beneficial owners. The informatiand exchange agent will receive
reasonable compensation for its services, willddmibursed for reasonable out-of-pocket expensesvdhde indemnified against liabilities in
connection with its services, including liabilitieader the federal securities laws.

The information and exchange agent has not beamegt to make solicitations or recommendations. f€bs it receives will not be bas
on the number of shares of EMC Options and EMCrivéstl Stock tendered under this Offer.

No broker, dealer, commercial bank, trust comparsinilar institution shall be deemed to be theragdé EMC, VMware or the
information and exchange agent for purposes ofGifiisr.

Legal and Other Limitations

This Prospectus—Offer to Exchange is not an offiesdl or exchange and it is not a solicitatiomofoffer to buy any shares of EMC'’s
common stock or VMware Class A common stock in jamigdiction in which the offer, sale or exchangenot permitted. EMC and VMware
are not aware of any jurisdiction in the Unitedt&savhere the making of this Offer or its acceptamould not be legal. If EMC or VMware
learns of any jurisdiction in the United States vehmaking this Offer or its acceptance would nopbamitted, EMC and VMware intend to
make a good faith effort to comply with the relew/kw in order to enable such offer and acceptande permitted. If, after such good faith
effort, EMC and VMware cannot comply with such I&WC and VMware will determine whether this Offellllde made to and whether
tenders will be accepted from or on behalf of pesswho are holders of shares of EMC Options and EBM€ltricted Stock residing in the
jurisdiction.

In any jurisdiction in which the securities or bisky laws require this Offer to be made by a lieghsroker or dealer, this Offer may be
made on EMC’s and VMware’s behalf by one or moggstered brokers or dealers licensed under the ddwach jurisdiction.
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MARKET PRICES AND DIVIDEND INFORMATION

Shares of EMC’s Common Stock and Dividends

EMC stock is quoted on the New York Stock Exchamgeer the symbol “EMC.” The following table shoviar, the periods indicated,
the range of high and low sales prices per shaBEMiE Stock as reported by the New York Stock Exgean

High Low

Fiscal Year ended December 31, 2!

First Quartel $15.0¢ $11.7¢
Second Quarte 14.8¢ 11.1C
Third Quartel 14.7¢ 12.0¢
Fourth Quarte 14.5¢ 12.7(
Fiscal Year ended December 31, 2!

First Quartel $14.7¢ $13.0¢
Second Quarte 13.9¢ 10.11
Third Quartel 12.0¢ 9.44
Fourth Quarte 13.7¢ 11.6¢
Fiscal Year ending December 31, 2(

First Quarte! $14.8¢ $12.7¢
Second Quarte 18.1¢ 13.8¢
Third Quarter (through July 6, 200 18.8¢ 18.02

On July 6, 2007, the last reported sale price offE8Mock on the New York Stock Exchange before iliregfof this Prospectus—Offer to
Exchange was $18.66 per shaie recommend that you obtain current market quotatons for EMC Stock before deciding whether to
tender your EMC Options or EMC Restricted Stock.

EMC has never paid cash dividends on its commarksto

Shares of VMware’s Common Stock and Dividends

There is currently no public market for VMware'sa€¢ A common stock. VMware’s Class A common stakiteen authorized for
listing on the New York Stock Exchange under thalsgl “VMW.”

VMware paid cash dividends of $190.0 million an@ $9million to EMC in 2005 and 2004, respectivehdan $800.0 million dividend
payable to EMC in the form of a note in April 20@0¥e currently do not anticipate declaring any adisidends in the foreseeable future. Any
future determination to declare cash dividends bélimade at the discretion of our board of diregteubject to the consent of the holders o
Class B common stock pursuant to our certificatenodrporation. Holders of our Class A common staoll our Class B common stock will
share equally on a per share basis in any dividexthred on our common stock by our board of dirsctSee “Description of Capital Stock of
VMware—Common Stock—Dividend Rights.”

57



Table of Contents

USE OF THE IPO PROCEEDS

We estimate that our net proceeds from the safleeo€lass A common stock in the IPO will be appmatgely $741.4 million, at an
assumed initial public offering price of $24.00 glare (the midpoint of the range reflected inlB@ Registration Statement) and after
deducting estimated underwriting discounts andriffeexpenses that we must pay in connection wighlPO. If the underwriters’ over-
allotment option in the IPO is exercised in fulle wstimate that our net proceeds will be approxeima853.7 million. A $1.00 increase
(decrease) in the assumed initial public offeringgof $24.00 per share would increase (decrdasa)et proceeds to us from the IPO by $
million, assuming the underwriters do not exerdisgr over-allotment option and assuming that thember of shares offered by us in the IPO,
as reflected in the IPO Registration Statementaiesithe same and after deducting the estimateerwniting discounts and offering expenses
payable by us.

We currently intend to use the net proceeds:
» to repay $350.0 million of our intercompany indeltess owed to EM(

» to purchase from EMC our new headquarters fadliite an amount equal to the cost expended by Edfate in constructing the
facilities, which totaled approximately $127.0 naifi, which purchase will be effected through tlemsfer of the equity interests of
the EMC entity which holds the rights to the fa@; anc

» for working capital and other general corporateppses, including to finance our growth, develop peaducts and fund capit
expenditures and potential acquisitio

The intercompany indebtedness was incurred in A0@7 to fund an $800 million dividend paid to ENMCthe form of a note. The note
matures in April 2012 and bears an interest rath@B0-day LIBOR plus 55 basis points (5.91% a3unie 30, 2007), with interest payable
guarterly in arrears commencing June 30, 2007.ribe may be repaid, without penalty, at any tim@wencing July 2007. The dividend was
declared to allow EMC to realize the increased ealfiits investment in us from the time of our dsdion by EMC. The amount of the
dividend and the terms of the note were determiyedonsidering our then-existing cash position, listoric and future ability to generate
cash flows from operations and the likelihood thratwould be able to pay the note pursuant to itegavhile still having sufficient cash to
meet our operating needs. We currently do not ipatie declaring cash dividends in the future. Weehzhosen to use a portion of the proceeds
from the IPO to repay $350.0 of our intercompardeintedness owed to EMC because our expected cagtopdollowing the IPO will allow
us to pay down a portion of the note without inmgrinterest while still having sufficient cashrieet our anticipated operating needs. The
purchase price of our headquarters facilities waerthined as a means to compensate EMC for castpénded on our behalf in the
construction of the facilities.

We may pursue the acquisition of companies withglementary products and technologies that we behell enhance our suite of
offerings. In April 2007, we entered into an agreatto acquire all of the capital stock of a prahgtheld offshore software development
company for aggregate cash consideration of less$10 million. Other than this agreement, we dohawe agreements or commitments for
any specific acquisitions at this time. Pendingube of proceeds from the IPO, we intend to intlesiproceeds in a variety of capital
preservation investments, generally governmentrg@siand cash.
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CAPITALIZATION OF VMWARE

The following table sets forth our capitalizatiea March 31, 2007:
e on an actual basi

» on a pro forma basis to give effect to our pend#sgance and sale of 9,500,000 shares of Classninom stock to Intel Capital for
proceeds of $218.5 million. Pursuant to the terfrsuo investor rights agreement with Intel, in #heent the Company does not
complete an underwritten public offering on or bef®ecember 31, 2007 with an aggregate price tpuhéc of at least $250.0
million, Intel may require the Company to repurahése Class A common stock that it holds. The pron& data gives effect to the
adjustment as redeemable common stock due togpischase feature; a

« on apro forma as adjusted basis to give effe(i) mur issuance and sale of 9,500,000 sharesro€tass A common stock to Int
Capital for proceeds of $218.5 million, (ii) theckzssification of the capital proceeds of $218.8iom from the Intel sale from
redeemable common stock to permanent equity sircestlemption feature described above lapses wpapletion of the IPO,

(iii) our issuance and sale of 33,000,000 sharedlads A common stock in the IPO at a public offgnrice of $24.00 per share
(the midpoint of the range reflected in the IPO Bigtion Statement), (iv) the repayment of $35@illion of principal amount on
the $800.0 million note we incurred to fund a dend to EMC, (v) the purchase from EMC of our newduwiarter facilities for an
amount equal to the cost expended by EMC to daternstructing the facilities, which totaled approgitely $127.0 million as of
June 30, 2007, and (vi) the deduction of estim#®€ underwriting discounts and IPO offering expansayable by us. See “Use of
the IPO Proceec”

This table contains unaudited information and sthdnel read in conjunction with “VMware’s SelectednSolidated Financial Data,”
“YMware Management’s Discussion and Analysis ofdficial Condition and Results of Operations” andamrsolidated financial statements
and the accompanying notes that appear elsewhénesiRrospectus—Offer to Exchange.

As of March 31, 2007

Pro Pro Forma
Actual Forma As Adjusted
(in thousands)
Cash $ 258,46¢ $ 476,96¢ $ 741,40¢
Long-term debt:
Total debi $ 800,00( $ 800,00( $ 450,00(
Redeemable common sto — 218,50( —
Equity:
Preferred Stock, par value $0.01 per share, 10M00Ghares authorized, no shares outstanding
actual, pro forma and pro forma as adjus — — —
Class A common stock, par value $0.01 per shaB@02)00,000 shares authorized and
32,500,000 shares outstanding, actual and 2,50@008hares authorized, 32,500,000 shz
outstanding pro forma and 2,500,000,000 share®egréd, 75,000,000 shares outstanding
forma as adjuste 32t 32t 75C
Class B common stock, par value $0.01 per sha®801000,000 shares authorized
300,000,000 shares outstanding, actual, pro fomdgpeo forma as adjustt 3,00 3,00 3,00
Additional pait-in capital 6,23¢ 6,23¢ 965, 75¢
Accumulated defici (193,05) (193,05) (193,05)
Total equity (deficit) (183,49) (183,499 776,44
Total capitalizatior $ 616,50° $ 835,00° $1,226,44

A $1.00 increase (decrease) in the assumed ipitialic offering price of $24.00 per share wouldrease (decrease) by $31.2 million in
each of cash, additional paid-in capital, totaliggand total capitalization, respectively, assugnihat the number of shares offered by us, as
reflected in the IPO Registration Statement, resiie same and after deducting the estimated umidiegudiscounts and offering expenses
payable by us.
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VMWARE MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This VMware Management'’s Discussion and Analyskmdncial Condition and Results of Operations (“MB”") should be read in
conjunction with our consolidated financial statertseand notes thereto which appear elsewhere smRhbspectus—Offer to Exchange. The
following discussion should be read in conjunctigth section entitle“Forward-Looking Statements” and the risk factoes $orth under
“Risk Factors.”

All dollar amounts (except per share amounts) in tis MD&A are in millions.
Certain tables may not add due to rounding.

Overview

Our primary source of revenue is the licensingidfmlization software and related support andises/through a variety of distribution
channels for use by businesses and organizatioai ©ifes and across numerous industries in thigirmation technology infrastructure. Our
virtualization solutions run on industry-standassktops and servers and support a wide range odtipg system and application
environments, as well as networking and storagastrfucture. We have developed a multi-channetildigton model to expand our presence
and reach various segments of the market. We dkdver 75% of our revenues from our channel pastnehich include distributors, reselle
x86 systems vendors and system integrators. We dlawaleveloped a network of over 4,000 indireetnectel partners who fulfill orders
through our direct channel partners. A majorityof revenue results from contracts that includd Ipetrpetual software licenses and ongoing
software maintenance contracts. License reventee@gnized when the elements of revenue recogratiecomplete. Maintenance revenue is
recognized ratably over the term of the maintengecéd, and includes renewals of maintenance aftdd the initial maintenance period
expires. We also recognize revenue from profestgmaraices provided to our customers.

We have achieved significant revenue growth to dateare focused on extending our growth by broadevur product portfolio,
enabling choice for customers and driving standaxisanding our network of technology and distitnuipartners, increasing market
awareness and driving the adoption of virtualizatio addition to selling to new customers, weas® focused on expanding the use of our
products within our existing customer base, as noiaur license revenue is based on a per desktpprcserver arrangement. We believe it is
important that as we grow our sales, we continuawest in our corporate infrastructure, includowstomer support, information technology
and general and administrative functions. We expecspending in research and development to iseraa we add computer scientists,
software engineers, and employees involved in prodevelopment and maintenance and continue tdewrhbice for customers and drive
standards. We believe that equity incentives tiegctly to the performance of VMware will help usrepete for togevel engineering and ot
talent. We also intend to continue to invest indnaare, networking and software tools to increaseefficiency of our research and
development efforts.

Our current financial focus is on sustaining owvgth in revenue to generate cash flow to expandwarket segment share and our
virtualization solutions. Although we are currerithe leading provider of virtualization solutiomge believe the use of virtualization solutions
is at very early stages by customers. We expeietce competitive threats to our leadership fronumlper of companies, some of whom may
have significantly greater resources than we daa Assult, we believe it is important to continaérivest in our research and product
development, sales and marketing and the suppactiéuin to maintain or expand our leadership inwineialization solutions market. This
investment could result in contracting operatinggires as we invest in our future. We believe thatwill be able to continue to fund our
product development through operating cash flowmseasontinue to sell our existing products andises: We believe this is the right priority
for the long-term health of our business.

In evaluating our results, we focus on operatinggimeand, to a lesser extent, gross margin. A Sigamt portion of our service revenue
recognized in periods of up to five years subsegteethe initial contract,
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whereas most of our license revenue is recogniztidnvthe first quarter of contract signing. Asesult, variability in gross margin can result
from differences in when we price our service amgmwthe cost is incurred. Substantially all of mwenue is for contracts in U.S. dollars, to
international channel partners. A portion of oueigting expenses classified as cost of salesdsriencies other than the U.S. dollar. This
difference may cause variability in gross margind aperating margins due to fluctuations in the.\d@lar compared to other currencies. As a
result, we focus our attention on operating mabgicause it encompasses the entire cost structppering our operations. We are not
currently focused on shorérm operating margin expansion, but rather onsting at appropriate rates to support our growthfature produc
offerings in what may be a substantially more cotitipe environment.

As a wholly owned subsidiary of EMC, we have relggtit to provide a number of administrative sup@rvices and facilities in other
countries. Although we will continue to operate endn administrative services agreement and cantimueceive support from EMC, our
administrative costs may increase. We also arestingein expanding our own administrative functioingluding our finance and legal
functions, which may be at a higher cost than tiagarable services currently provided by EMC. Wse alill incur additional costs as a
public company, including audit, investor relatips®ck administration and regulatory compliancst&o

EMC’s Acquisition of VMware

On January 9, 2004, EMC acquired all of our outditagy capital stock. The acquisition was accountedif a purchase. Accordingly, all
assets and liabilities were adjusted to theirrfaarket value. For financial statement purposesalioeation of the purchase price paid by EMC
for us has been reflected in our statdre financial statements. This allocation inchittee goodwill and related intangible assets reizeginby
EMC from the acquisition of us. See Note A to tbasplidated financial statements included elsewhetleis Prospectus—Offer to Exchange.
We are currently a wholly owned subsidiary of EM@e results of operations discussed in this aralgsi2004 are for the period from the
date of acquisition by EMC, January 9, 2004, toddeloer 31, 2004.

The financial statements include expense allocationcertain corporate functions provided to uEiWC, including accounting,
treasury, tax, legal and human resources. Theseasibns were based on estimates of the levelfoftedr resources incurred on our behalf and
which are considered reasonable by managementofdleosts allocated from EMC were $2.3 and $ar3te three months ended March 31,
2007 and 2006, respectively, and $5.1 in 2006, B62005 and $4.5 in 2004. Additionally, certaih@t costs incurred by EMC for our direct
benefit, such as rent, salaries and benefits haga Included as expenses in our financial statesn@he total of these other costs were $20.2
and $10.5 for the three months ended March 31, 20072006, respectively, and $63.7 in 2006, $2v 2005 and $7.3 in 2004. Additionally,
as part of our tax sharing arrangement, we paid EMGme taxes of $63.1 and $6.6 in 2006 and 2@&pactively. We also earned interest
income on our intercompany balance from EMC inagh®unt of $1.3, $0.8, and $2.6 for the three moeifted March 31, 2007 and the years
ended December 31, 2006 and 2005, respectiveljthedhree months ended March 31, 2006, we incuntedest expense on our
intercompany balance to EMC in the amount of $0.1.

The financial statements included herein may noessarily reflect our results of operations, firiahposition and cash flows as if we
had operated as a stand-alone company duringrididsepresented. Accordingly, our historical resshould not be relied upon as an indicator
of our future performance.

Equity-based Compensation

Since our acquisition by EMC, we have historicaldt issued equity-based compensation in VMwarekdimour employees. Our
employees received equity-based compensation ifotheof EMC stock options and restricted sharessdnnection with the initial public
offering of our Class A common stock, we are cotigigcthis voluntary exchange offer pursuant to vieahige are offering our eligible
employees the ability to exchange their existingEdptions and restricted stock awards for optionsurchase our Class A common stock
restricted stock awards of our Class A common stadpectively, at an exchange ratio based upon’E&M@-day weighted average trading
price prior to the consummation of the IPO. Aswfid 30, 2007, the maximum number of shares of
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EMC stock underlying options which could be tendefia exchange was approximately 12.3 million. Aubdtially, as of June 30, 2007, there
were approximately 5.8 million outstanding shareEMC restricted stock held by eligible employedsiath could be tendered for exchange.
Assuming all the options and shares are excharagsdming the initial public offering price is $2@ fer share (the midpoint of the range set
forth on the cover of the IPO Registration Statethand assuming EMC'’s twday weighted average trading price prior to thescommation ¢
the initial public offering of Class A common stoigk$18.00 per share (which is representative @émetrading prices of EMC stock), there
will be approximately 9.2 million options issuedthre exchange with a weighted average exercise pfi§15.72 for VMware stock and

4.4 million shares of VMware restricted stock. Assing the exchange is consummated in the third guaft2007, we estimate that the
unamortized fair value of the exchanged awardshelapproximately $103.6, which will be recognipe@r their vesting periods, resulting in
equity-based compensation expense of approxim@ghy3, $46.8, $20.5, $9.7, $2.2 and $0.1 in 2000822009, 2010, 2011 and 2012,
respectively. This will result in incremental equifased compensation expense of approximately@&d the remaining vesting periods. The
ultimate amount of expense will be determined bagmah the actual number of exchanged equity instnis) the actual IPO price and EMC'’s
actual two-day weighted average trading price gnadhe consummation of the initial public offerin§Class A common stock. Additionally,
the annual expense is subject to the amount ofyeased compensation that may be capitalizedddiitian, through July 2, 2007, VMware
has granted approximately 35.7 million options woghase shares of its Class A common stock witlkeighted average exercise price of $2.
and approximately 453,000 restricted shares ofsofasommon stock. The fair value of these awardpgroximately $260.5, which will be
recognized over the awards, vesting periods, liegulh equity-based compensation expense of apprately $39.7, $69.0, $65.5, $60.7 and
$25.6, in 2007, 2008, 2009, 2010 and 2011, respEgtiThe annual expense is subject to the amdueduity-based compensation that may be
capitalized.

Income Statement Presentation
Sources of Revenue

License revenuesOur license revenues consist of revenues earnadthe licensing of our software products. Ouetlises are generally
sold on a perpetual basis and are generally pbesdd upon the number of physical desktops or spreeessors on which our software runs.
From inception through early 2004, we licensedaierof our products and provided updates at notimadil cost. Because we had not
established vendor-specific objective evidencd/®DE, of the fair value of the updates, we recogghithe entire contract value ratably over
the contract period. Commencing in early 2004, ¥iered customers the right to buy updates on adsétone basis, thereby establishing V<
of fair value of the updates. As a result, we redogd the license portion of the contract at tleeption of the license agreement and
recognized the value of the maintenance portigdh@fcontract over the maintenance period.

Services revenueOur services revenues consist of software maémes and professional services. Maintenance regeamgerecognize
ratably over the contract period. Typically, ountact periods range from one to five years. Custsmeceive various types of product sup
based on the level of support purchased. Maintenalso affords customers the right to receive tproduct upgrades, if and when they
become available.

Professional services include design, implememniatind training. Professional services are not demsd essential to the functionality of
our products, as these services do not alter theugt capabilities and may be performed by ourasusts or other vendors. Professional
services engagements that have durations of nitety or less are recognized in revenue upon coioiplef the engagement. Professional
services engagements of more than ninety daystiahwwe are able to make reasonably dependablaass of progress toward completion
are recognized on a proportional performance besed upon the hours incurred. Revenue on all etigaigements is recognized upon
completion.

Costs of Revenue and Operating Expenses

Cost of license revenue@ur cost of license revenues principally consisghe cost of fulfillment of our software. This d¢ascludes
product packaging and personnel and related oveéragsociated with the physical
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and electronic delivery of our software productse Tost also includes amortization of capitalizeftigare development costs.

Cost of services revenue®ur cost of services revenues includes the cdsteegersonnel and related overhead to delivdmieal
support on our products, as well as to providepsafessional services.

Research and development expeng@sr research and development, or R&D, expensdsda the personnel and related overhead
associated with the development of new productrioffis and the enhancement of our existing softwéieings.

Sales and marketing cost®ur sales and marketing costs include the cdsteersonnel and related overhead associatédthétsale
and marketing of our license and service offerimgswell as the cost of certain specific marketimiiatives, including our annual VMworld
conference.

General and administrative expensé3ur general and administrative expenses inclndgérsonnel and related overhead costs of
supporting the overall business. These costs iedie costs associated with our finance, facilitiesnan resources, IT infrastructure and legal
departments.

Results of Annual Operations

Our results of operations for the year ended Deegr8hb, 2006 and 2005 and the period from Janua2@@®} to December 31, 2004 are
as follows:

2006 2005 2004
Revenues
License $491.¢ 69.¢% $287.C 74.1% $178.¢ 81.6%
Services 212.C 30.1 100.1 25.¢ 39.¢ 18.2

703.¢ 100.C 387.1 100.C 218.¢  100.(
Cost of revenues

Cost of license revenu 59.2 8.4 40.2 104 32.¢ 15.C
Cost of services revenu 64.2 9.1 24.¢ 6.4 12.€ 5.8
123.¢  17.t 65.2 16.f 45.4 20.€

Gross profil 580. 82.F 321.¢ 83. 173.% 79.2
Operating expense

Research and developmt 148.: 21.1 72.¢ 18.7 43.¢ 20.1

Sales and marketir 238.5  33.C 125.C 32.: 60.C 27.4

General and administrati\ 69.€ 9.9 30.¢ 7.8 19.C 8.7

In-process research and developn 3.7 0.5 — — 15.2 6.
Operating incom 120.¢ 17.1 93.€ 24.: 35.2 16.1
Investment income and other expenses 1.6 0.3 1.7 0.E (0.7) —
Income before income tax 122, 174 95.2 24.¢ 35.2 16.1
Provision for income taxe 36.¢ 5.2 28.¢ 7.4 18.4 8.4
Cumulative effect of a change in accounting pritec 0.2 — — — — —
Net income $85¢ 12.2% $66.6 17.2% $ 16.f 7.7%

Note: Certain columns may not add due to rounc
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Revenues

Total revenues increased by $316.8, or 82%, in 200703.9. License revenues grew by $204.9 andcesrrevenues grew by $111.9
yea-over-year. In 2005, total revenues increased B8R or 77%, to $387.1. The growth in 2005 reidcan increase of $108.1 in license
revenue and an increase of $60.2 of services revéfia market and sell our products largely throoighnetwork of channel partners, which
includes distributors, resellers, x86 system vesdnd systems integrators. One distributor accduiotre29%, 30% and 27% of revenues in
2006, 2005 and 2004, respectively. Internationatmee as a percentage of total revenue has besivedl constant, representing 44% in 2(
46% in 2005 and 45% in 2004. Our revenue cont@etslenominated in U.S. dollars with internationedtomers.

License RevenuesSoftware license revenues were $491.9 in 20067 .$28 2005 and $178.9 in 2004, representing year-gear
increases of 71% in 2006 and 60% in 2005. We selpooducts through a network of channel partngtgch includes distributors, resellers,
x86 system vendors and systems integrators. Maire 70% of our orders for each of the three yeasgmted occurred through our 15 largest
direct channel partners, including one distribwtbich represented 29%, 30% and 27% of our revem@€06, 2005 and 2004, respectively.
we expand geographically, we may add addition@atichannel partners; however, a significant mgjaf the increases in license revenues in
2005 and 2006 resulted from increased sales voltinnesgh our existing direct channel partners. €hasreases were driven by several
factors, including greater demand for our virtuatian product offerings attributable to wider mar&eceptance of virtualization as part of an
organization’s IT infrastructure, a broadened pmgortfolio and expansion of our indirect chanpaitner network.

We have over 4,000 indirect channel partners &eskember 31, 2006, an increase of over 1,500 frecebiber 31, 2005. Over 1,000
new indirect channel partners were added during20Bese indirect channel partners obtain softWeseases and services from our
distributors and x86 system vendors and marketsatidhem to end-user customers. In addition, wesfzadirect sales force that complements
these efforts. Our sales force works with our clehpartners to introduce them to customers andsa@s opportunities. Our channel partners
also introduce our sales force to their customers.

We also experienced an increase in the numberdefsgreater than $50,000 in 2006 and 2005, cordparthe respective prior years.
Orders from our distributors and end-user customiish were greater than $50,000 were approxima@dp, 23% and 18% of license
revenue in 2006, 2005 and 2004 respectively. Tbease in the number of orders greater than $504¥10ted from broader acceptance of
virtualization solutions for organizations’ IT imfstructure and a trend toward end-user customarg aar products broadly across their
organizations.

Although many of the Comparg/products are available individually, they areagafly sold in product bundles which encompass raf
the Company’s products. As we develop new prodtiety, are typically sold as a new component toradliof products. Customers generally
purchase the most recent bundle. Late in the segoader of 2006, we introduced a new Enterprisgpet-bundle which largely replaced the
previous product bundle. We added three uniqueymtsdo this bundle and increased the corresponidingrice by 15%. This price increase
was partially offset by decreasing prices on cartaire platform products. In some cases, we begariding these products for free. The
impact of pricing on revenue growth in 2006 compar®e2005 was less than 10% of the overall incrégasevenue. The impact of pricing on
revenue growth in 2005 compared to 2004 was naifgignt.

Partially offsetting the annual increases in lieeresvenues was a reduction in the accretion of ggar license revenue recognized
ratably over the license term. From inception tigtoearly 2004, we licensed certain of our prodaais provided updates at no additional cost.
Because we had not established VSOE of the fairevaf the updates, we recognized the entire cantedge ratably over the contract period.
Commencing in early 2004, we offered customergitite to buy updates on a stand-alone basis, therstablishing VSOE of fair value of the
updates. As a result, we recognized the licensiopoof the contract at the inception of the
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license agreement and recognized the value of Hietemance portion of the contract over the maaetee period. Revenue recognized ratably
was $0.8, $9.9 and $27.5 in 2006, 2005 and 208perively.

Services RevenueServices revenues were $212.0 in 2006, $100.00% 2nd $39.9 in 2004, representing year-over-yeaeases of
112% in 2006 and 151% in 2005. Services revenuesistoof software maintenance and professionaicesvevenues. The increases in
services revenues in 2006 and 2005 were primattilijpatable to growth in our software maintenaneeenues of $88.1 and $49.1 in 2006 and
2005, respectively, this growth reflects the inse=ain our license revenues, as well as renewalsstomer contracts. Service revenues include
our professional services offerings which increasg$23.8 and $11.1 in 2006 and 2005, respectiBdjtware maintenance revenues
increased due to both renewal sales to our exististpmers and sales of maintenance contracts teevpucustomers. Professional services
revenues increased due to growing demand for desidrimplementation services and training programa€nd-user organizations deployed
virtualization across their organizations.

Cost of Revenues and Gross Profit

Our cost of revenues were $123.4, $65.2 and $452006, 2005 and 2004, representing year-overipesgases of 89% in 2006 and
44% in 2005. Our gross profit was $580.5, $321@$iti73.3 in 2006, 2005 and 2004, respectively asgmting year-over-year increases of
80% in 2006 and 86% in 2005. The annual increasesii cost of sales were primarily attributabléntreased direct support, professional
services personnel and third-party professionalices costs to support the increased services v@geMWe also incurred increased costs to
fulfill our license sales as the volume of our tise sales increased. The aggregate total incrééisese costs was $43.3 and $16.2 in 2006 and
2005, respectively. Additionally, the amortizatioihcapitalized software development costs incredase$il 6.1 in 2006 and $4.8 in 2005.
Fluctuations in foreign currency compared to th8.Ulollar did not have a significant effect on aofstevenues and gross profit in 2006 and
2005. Our gross margins, as a percentage of regemaee 82.5% in 2006, 83.2% in 2005 and 79.29%90W2 The reduction in our gross
margin in 2006 compared to 2005 was primarily btithble to a change in the mix of our license amdises revenues due to significant
renewals of existing maintenance contracts andawstomers purchasing maintenance contracts. Licqewsaues, as a percentage of total
revenues, decreased from 74.1% in 2005 to 69.92006. Services revenues have a lower gross mdrgimdur license revenues. For the
remainder of 2007, we expect that our servicesmees will continue to increase as a percentageiofatal revenues, thereby negatively
impacting our gross margins. The increase in oasgmargin in 2005 compared to 2004 was primatihjbatable to acquisition-related
intangible amortization expense decreasing frorm%lof revenues in 2004 to 6.0% in 2005. Acquisiielated intangible amortization
expense resulted primarily from EMC's acquisitidrus, which has been reflected in our consolidéiteathcial statements. Partially offsetting
this improvement was a change in our sales mixHitlvlicense revenues, as a percentage of totahtes, decreased from 81.8% in 2004 to
74.1% in 2005. In future periods, our cost of raxeand gross profit will be adversely affected assult of the Offer and the issuance of
additional equity grants. The actual impact is eabjo a number of factors, including the numbeeandity instruments exchanged in the Offer,
the initial public offering price of our Class Armanon stock and EMC's two-day weighted average tiggrice prior to the consummation of
the initial public offering of our Class A commotosk. See “VMware Management’s Discussion and Asialpf Financial Condition and
Results of Operations—Equity-based Compensation.”

Research and Development Expenses

Our R&D expenses were $148.3, $72.6 and $43.906,28005 and 2004, representing year-over-yeaeasas of 104% in 2006 and
65% in 2005. The increase in R&D expenses in b6t62and 2005 consisted primarily of increased maand benefits of $45.5 and $22.8 in
2006 and 2005, respectively, resulting from addalaesources to support new product developmerg.cbst of supplies expensed and the
depreciation from equipment capitalized increase8&9 and $4.2 in 2006 and 2005, respectivelyitifdpased compensation associated with
higher levels of equity grants increased by $8.2086 and $7.9 in 2005. Partially offsetting thasaual increases in R&D expense were
higher levels of software capitalization, whichrieased
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by $17.9 in 2006 and $16.9 in 2005. As a percenthgevenues, R&D expenses were 21.1%, 18.7% arid@h 2006, 2005 and 2004,
respectively. The increase in R&D expenses, ag@ptage of revenues, in 2006 compared to 2005viasrily attributable to incremental
headcount to support the growth of our business.détrease in R&D expense, as a percentage ofueseim 2005 compared to 2004 was
primarily attributable to the increased level oftaare capitalization in 2005. In 2005, we reachkexhnological feasibility on our current
VMware Infrastructure server product. In futureipds, our research and development expenses wétlbersely affected as a result of the
Offer and the issuance of additional equity grafite actual impact is subject to a number of fagtmcluding the number of equity
instruments exchanged in the Offer, the initial [pubffering price of our Class A common stock ddC’s two-day weighted average trading
price prior to the consummation of the initial poldffering of our Class A common stock. Additiolyathe amount of equity-based
compensation that may be capitalized will alsodffee future expense. See “YMware Management'sii3ision and Analysis of Financial
Condition and Results of Operations—Equity-baseth@ensation.”

Sales and Marketing Expenses

Our sales and marketing expenses were $238.3,428.$60.0 in 2006, 2005 and 2004, representiag@eeryear increases of 91%
2006 and 108% in 2005. The increase in sales amkietirag expenses was the result of higher salariesbenefits, resulting from additional
headcount in both sales and marketing personneglh@imer commission expense resulting from increéasdes volume. Salaries, benefits and
commission expense increased by $51.3 and $3@006 and 2005, respectively. In certain internaia@ountries, EMC hires employees who
work on our behalf. The costs incurred by EMC onlmehalf, which principally relates to employeeslidated to our marketing effort,
increased by $20.8 and $17.3 in 2006 and 2005ec#sply. An increase in our marketing programs ttadel of $20.7 and $5.9 in 2006 and
2005, respectively, also contributed to the growwtbales and marketing expenses. Equity-based awatien, associated with higher levels of
equity grants, increased sales and marketing erpgen$6.7 in 2006 and $0.7 in 2005. As a percentagevenues, sales and marketing
expenses were 33.9%, 32.3% and 27.4% in 2006, 02004, respectively. The annual increases @s sald marketing expenses, as a
percentage of revenues, were primarily attributédli@cremental salaries, benefits, commissionseaquity-based compensation. In future
periods, our sales and marketing expenses wildlveraely affected as a result of the Offer andgheance of additional equity grants. The
actual impact is subject to a number of factorsluiding the number of equity instruments excharigatie Offer, the initial public offering
price of our Class A common stock and EMC'’s two-degjghted average trading price prior to the consation of the initial public offering
of our Class A common stock. See “VMware Managefaddiscussion and Analysis of Financial Conditiond&Results of Operations—
Equity-based Compensation.”

General and Administrative Expenses

Our general and administrative expenses were $69%8 and $19.0 in 2006, 2005 and 2004, repregggpéar-over-year increases of
126% in 2006 and 62% in 2005. Increases in gemahdministrative expenses in both 2006 and 2@98 due to additional salaries and
benefits, primarily for new headcount, of $9.5 &&d9 in 2006 and 2005, respectively, related irsgean equity-based compensation of $4.6
and $2.3 in 2006 and 2005, respectively, and ise@aecruiting costs to obtain the additional erpgés of $1.7 and $0.6 in 2006 and 2005,
respectively. The increase in headcount droveeaelaicremental costs such as travel, equipmerititifiss; and depreciation of $11.7 and $1.8
in 2006 and 2005, respectively. Other administeatigsts, such as legal, audit and tax increas&d dyin 2006. Partially offsetting these cost
increases was a reimbursement of $3.3 of legalresmsved in 2005 incurred in previous years. Aeaentage of revenues, general and
administrative expenses were 9.9%, 7.9% and 8.72006, 2005 and 2004, respectively. The increageieral and administrative expenses,
as a percentage of revenues, in 2006 comparedty 2@s primarily attributable to incremental headt to support the growth of our
business. In future periods, our general and adtnative expenses will be adversely affected asalt of the Offer and the issuance of
additional equity grants. The actual impact is sabjo a number of factors, including the numbeeadity instruments exchanged in the
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Offer, the initial public offering price of our G3a A common stock and EMC'’s two-day weighted aveteading price prior to the
consummation of the initial public offering of oGfass A common stock. See “VMware Management’s lBison and Analysis of Financial
Condition and Results of Operations—Equity-baseth@ensation.”

In-Process Research and Development Expenses

IPR&D was $3.7, $0.0 and $15.2 in 2006, 2005 ar@2@espectively. The IPR&D charge in 2006 wasltaitable to our acquisition of
Akimbi. The IPR&D charge in 2004 related to EMCtxyaisition of VMware.

Operating Income

Operating income was $120.6, $93.6 and $35.2 i1 2B005 and 2004, respectively, representing agear-year increase of 29% in
2006 and 166% in 2005. The increase in operatiognte in 2006 was primarily the result of the inseea revenue, partially offset by the
increases in operating expenses discussed indhadnal expense line items above. As a percentdgevenue, operating income declined to
17.1% in 2006 from 24.2% in 2005. Most of the daseein operating income as a percentage of rewgas@ result of increased salaries and
benefits as we expanded our research and develdopsades and marketing and general and administrapiending to support revenue growth
and to expand future product offerings in what rbaya substantially more competitive environment.

Operating income as a percentage of revenue in 2Ogved to 24.2% from 16.1% in 2004. Most of therease was due to
amortization of intangible assets remaining flataadollar basis year-oveear and a charge of $15.2 in 2004 related to IPR&ngible asse
amortization and IPR&D represented 19% of revenu20i04 compared to 6.8% in 2005.

A portion of our costs of revenues, primarily tlusts of personnel to deliver technical support mnpsoducts, and a portion of our
operating expense primarily related to sales, salpport and research and development, are dentdimaforeign currencies, primarily the
British pound, the Euro, the Japanese yen, thamdipee, the Australian dollar and the Canadidlardd@hese costs and the resulting effect on
operating income are exposed to foreign exchangefltectuations. As a result of fluctuations ind@n currency values compared to the U.S.
dollar, operating income decreased $2.8 in 20086.édifect in 2005 was not significant. In futureipds, operating income will be adversely
affected as a result of the Offer and the issuaheelditional equity grants. The actual impactubject to a number of factors, including the
number of equity instruments exchanged in the Offex IPO price of our Class A common stock and EM®o-day weighted average tradi
price prior to the consummation of the IPO. See figement Discussion and Analysis—Equity-based Cosgi®n.”

Investment Income

Investment income was $3.3, $3.1 and $0.1 in 2R065 and 2004, respectively. Investment incomeistmprimarily of interest earned
on cash and cash equivalent balances and on anguste us from EMC on our intercompany balanceestment income increased in 2005
compared to 2004 due to higher outstanding caslasti equivalent balances and amounts owed to E846yon our intercompany balances.

Other Expense, Net

Other expense, net was $1.4, $1.3 and $0.1 in ZWW{ and 2004, respectively. The increase in atkpense, net in 2005 compared to
2004 resulted primarily from increased interestezge on balances owed by us to EMC.
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Provision for Income Taxes

Our effective income tax rate was 30.1%, 30.0%5%h8% in 2006, 2005 and 2004, respectively. Fo628td 2005, the effective tax r
varied from the statutory rate primarily as a resfithe mix of income attributable to foreign vessdomestic jurisdictions. Our aggregate
income tax rate in foreign jurisdictions is lowkah our income tax rate in the United States. Aaldtitly, we generated tax credits that redu
our effective tax rate by 4.9 percentage points&fdercentage points in 2006 and 2005, respégtiRartially offsetting this benefit in 2006
and 2005 were non-deductible permanent differerineg2004, the effective tax rate varied substalytiabm the statutory rate primarily as a
result of non-deductible permanent differencesnprily IPR&D charges in connection with our acqtiisi by EMC. Partially offsetting this
expense was the benefit of our mix of income atteble to foreign versus domestic jurisdictionsdAidnally, we generated tax credits that
reduced our effective tax rate by 8.0 percentagetp 2004.

Selected Quarterly Operating Results

For the quarter ended (unaudited)
Mar 31, Dec 31, Sept30 June 30 Mar 31, Dec 31, Sept30 June30 Mar 31,

2007 2006 2006 2006 2006 2005 2005 2005 2005
Revenues
License $169.¢ $162.C $126.. $113.: $ 90.2 $87.€c $71.C $66.€6 $61.¢
Services 89.1 67.€ 62.5 43.1 38.€ 27.¢€ 29.4 25.C 18.1

258.7 229.¢ 188.¢ 156.£ 129.1 115.2 100.z 91.€ 79.¢
Cost of revenues

Cost of license revenu 20.€ 14.t 18.t 13.¢ 12.4 10.¢ 10.4 10.1 9.C
Cost of services revenu 23.t 22.¢ 19.C 12.¢ 9.6 7.4 6.5 5.¢ 5.1
44.C 37.2 37.t 26.€ 22.C 18.2 16.¢ 16.C 14.1
Gross profil 2145 192.¢  151.F 129.¢ 107.1 97.C 83.k 75.€  65.¢
Operating expense
Research and developmt 55.C 50.1 43.2 32.¢ 22.3 10.2 24.2 22.1 16.C
Sales and marketir 86.7 80.¢€ 61.1 54.1 42.¢€ 39.7 33.¢ 28.C 23.L
General and administrati\ 26.€ 25.1 18.¢ 13.7 11.¢ 6.8 9.5 8.2 6.2
In-process research and developn — — — 3.7 — — — — —
Operating incomi 46.4 36.5 28.1 25.7 30.2 40.2 16.C 17.z 20.1
Investment income and other expenses 3.C 1.2 1.C (0.9 — 0.1 1.2 0.3 0.1
Income before income tax 49.4 37.7 29.1 25.4 30.2 40.2 17.2 17.€ 20.2
Provision for income taxe 8.3 6.8 9.8 10.2 10.C 12.4 5.C 5.2 6.C
Cumulative effect of a change in accounting pritec — — — — 0.2 — — — —
Net income $41.1 $31.C $19.5 $151 $ 205 $28.C $12.2 $12.4 $14.2

Note: Certain columns may not add due to rounc
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Liquidity and Financial Condition
In summary, our cash flows were:

For the
Period from
Year Ended January 9,
December 31, 2004 to
December 31
2006 2005 2004
(in millions)
Net cash provided by operating activit $ 279.¢ $238.2 $ 94.C
Net cash used in investing activiti (142.9) (45.7) (14.0
Net cash used in financing activiti — (190.0 (92.9

Cash provided by operating activities was $279238% and $94.0 in 2006, 2005 and 2004, respegtivel

In 2006, our operating cash flow reflected net meayenerated during the period of $87.0, adjusieddn-cash items such as
depreciation and amortization expense of $66.6stmek-based compensation of $51.2. Additionallyrkivay capital, including short- and
long-term deferred revenue, income taxes payalledaferred income taxes, generated cash flow o#$@rimarily the result of an increase in
total deferred revenue of $158.1. Our deferredmagebalance consisted of deferred license reverfus5.4 and deferred services revenues of
$241.1 at December 31, 2006, of which $242.6 weegosized as current. The increase in deferredwevevas partially offset by an increase
in accounts receivable of $98.0 due to increaseelnge and an increase in net receivables due fid@ & $48.4.

In 2005, our operating cash flow reflected net meayenerated during the period of $66.8, adjusieddn-cash items such as
depreciation and amortization expense of $39.5stmaek-based compensation of $27.1. Working capitaluding short- and long-term
deferred revenue, income taxes payable and defewwedhe taxes, generated cash flow of $104.7, pifyrike result of an increase in total
deferred revenue of $79.5. Our deferred revenuenbal consisted of deferred license revenues o2%51d deferred services revenues of $97.3
at December 31, 2005, of which $131.6 was categoras current. Additionally, our operating cashvflsas positively impacted by increased
income taxes payable to EMC of $44.1 and increas¢gayable due to EMC of $29.3. These increasdsfarred revenue and amounts owed
to EMC were partially offset by an increase in agus receivable of $52.0 due to increased revenue.

In 2004, our operating cash flow reflected net meayenerated during the period of $16.8, adjusieddn-cash items such as
depreciation and amortization expense of $30.2ksbased compensation of $19.5 angbineess research and development of $15.2. Wo
capital, including short- and long-term deferredergue, income taxes payable and deferred incones tgenerated cash flow of $11.1. Our
operating cash flow was negatively impacted byr@ngase in accounts receivable of $28.1 due te&sed revenue. This increase in accounts
receivable was partially offset by the positive anpof increased net payable due to EMC of $17®Rimereased income taxes payable to EMC
of $10.9.

Cash used in investing activities was $142.4, $484 $14.0 in 2006, 2005 and 2004, respectivelgh@aid for business acquisitions,
net of cash acquired, was $46.5 and $2.2 in 20662805, respectively. Capital additions were $5828).7 and $6.0 in 2006, 2005 and 2004,
respectively. The annual increases in capital amditwere attributable to supporting the growthhef business. Capitalized software
development costs on a cash basis were $32.5, $2d.68.2 in 2006, 2005 and 2004, respectively.iftiease in the amount capitalized in
2005 compared to 2004 was attributable to the dhicton of new and enhanced product offerings. \Aieerentered into construction contracts
aggregating approximately $162.7 for our new headeus facilities. EMC currently reimburses ustfte costs we are incurring under these
contracts and will continue to do so through thee ddi the IPO, at which time we will purchase theilities from EMC. We believe that cash
hand and cash generated from operations will biicgrft to pay for costs remaining to complete naw headquarters facilities. Through
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June 30, 2007, EMC has reimbursed us approxim&ty.0. Additionally, in the second quarter of 208@ entered into an agreement to
acquire all of the capital stock of a privatelydhebftware development company for aggregate cassigeration of less than $10.0.

Cash used in financing activities was $190.0 arI$h 2005 and 2004, resulting from dividends w&lgo EMC. We had no financing
activities in 2006. In April 2007, we declared 8808.0 dividend payable to EMC in the form of a ndtke note matures in April 2012 and
bears an interest rate of the 90-day LIBOR plubd&dis points (5.91% as of June 30, 2007), withréstepayable quarterly in arrears
commencing June 30, 2007. The note may be rep#iihut penalty, at any time commencing July 2002 Mtend to use a portion of the
proceeds from the IPO to repay a portion of thenot

Our cash and cash equivalents balance increased$®8.7 at December 31, 2005 to $176.1 at DeceBhe2006. Based on our current
operating and capital expenditure forecasts, wiewekhat the combination of funds currently avaieand funds to be generated from
operations will be adequate to finance our ongoipgrations for at least the next twelve months.

To date, inflation has not had a material impacoonfinancial results.

Results of First Quarter Operations
Our results of operations for the three months érarch 31, 2007 and 2006 are as follows:

Three months ended March 31,

2007 2006

Revenues
License $169.¢ 65.%% $ 90.c 70.(%
Services 89.1 34.5% 38.¢ 30.(%

258.7  100.(% 129.17 100.(%

Cost of revenues

Cost of license revenu 20.¢€ 7.€% 12.4 9.€%
Cost of services revenu 23.5 9.1% 9.€ 7.4%
44.C 17.(% 22.C 17.(%
Gross profi 2147 83.(% 107.1 83.(%
Operating expense
Research and developm 55.C 21.2% 22.3 17.2%
Sales and marketir 86.7 33.5% 42.¢€ 33.(%
General and administrati\ 26.€ 10.2% 11.¢ 9.2%
In-process research and developn — — — —
Operating incomi 46.4 17.%% 30.5 23.5%
Investment income and other expenses 3.C 1.2% — —
Income before income tax 49.4 19.1% 30.2 23.5%
Provision for income taxe 8.3 3.2% 10.C 7. 7%
Cumulative effect of a change in accounting prikec — — 0.2 —
Net income $ 41.1 15.9% $ 20.t 15.9%

Note: Certain columns may not add due to rounc
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Revenues

For the first quarter, total revenues were $258.2007, which was a 100% increase over 2006 reeoiu®129.1. The growth in 2007
reflected an increase of $79.3 in license revemdesa increase of $50.4 in services revenue. Waehand sell our products largely through a
network of channel partners, which includes distidis, resellers, x86 system vendors and systeiegrators.

License RevenuesSoftware license revenues increased by 88% fr@dn3$in the first quarter of 2006 to $169.6 in 2007 believe a
significant majority of the revenue growth in thiest quarter of 2007 compared to the same peri@0D06 is the result of increased sales
volumes, driven largely by greater demand for attuslization product offerings attributable to widmarket acceptance of virtualization as
part of organizations’ IT infrastructure, a broademroduct portfolio and expansion of our netwdrindirect channel partners. The increase in
our sales and marketing spending and the increaseridistribution channels, which grew by over 4@@v partners in the first quarter, also
contributed to the generation and cultivation ¢ #dditional demand.

We also experienced an increase in the numberdefsgreater than $50,000 in the first quarter0ff72 compared to the first quarter of
2006. Orders from our distributors and arskr customers which were greater than $50,000 apeoximately 27% and 24% of revenue in
first quarters of 2007 and 2006, respectively. ifeeease in the number of orders greater than $80%0a result of broader acceptance of
virtualization solutions for organizations’ IT iatructure and a trend toward end-user customarg aar products broadly across their
organizations. In the second quarter of 2006, weduced a new Enterprise product bundle whichelgregeplaced the previous product bun
We added three unique products to this bundle mrreased the corresponding list price by 15%. phice increase was partially offset by
decreasing prices on certain core platform prodwbish were licensed for free. The impact of pricon revenue growth in 2007 compared to
2006 was less than 10% of the overall increasevenue.

Services Revenudsirst quarter services revenues were $89.1 in 20@7$38.8 in 2006, representing a year-over-yaaease of 130%.
Services revenues consist of software maintenamt@mefessional services revenues. The increaseririces revenues in 2007 was primarily
attributable to growth in our software maintenaree=nues of $38.7 and reflects the increase indiegevenues, as well as renewals to
customer contracts. Service revenue includes amfegsional services offerings, which increased by % Professional services revenues
increased due to growing demand for design andeémehtation services and training programs, as sedaustomers deployed virtualization
across their organizations.

Cost of Revenues and Gross Profit

Our cost of revenues were $44.0 and $22.0 in teeduarter of 2007 and 2006, respectively, reprérsg a year-over-year increase of
100%. Our gross profit for the first quarter wad42 in 2007 and $107.1 in 2006, which is an ineeeaf 100%. The annual increase in our
cost of sales was primarily attributable to inceshdirect support, professional services persoammelthird-party professional services costs to
support the increased services revenues. We alsor@d increased costs to fulfill our license sagshe volume of our license sales increased.
The aggregate total increase of these costs was $1 e first quarter of 2007. The amortizatidrcapitalized software development costs
increased by $5.2 in 2007, a 188% increase. Fltiohsin foreign currency compared to the U.S.afallid not have a significant effect on ¢
of revenues in the first quarter of 2007 and 2Q0Eense revenues, as a percentage of total revedeeeased from 70.0% in the first quarter
of 2006 to 65.5% in the first quarter of 2007. @uwss margins, as a percentage of revenues, w88 both the first quarter of 2007 and
2006. Although services revenues, which have algr@ss margin than our license revenues, compeasgeater proportion of our revenue
mix in the first quarter of 2007, the gross margmour license revenues improved compared to theduarter of 2006, resulting in our overall
gross margin remaining flat. For the remainder@372, we expect that our services revenues willinaetto increase as a percentage of our
total revenues. Because services revenues haveea ¢poss margin than our license revenues, weotxque gross margins will be negatively
impacted for the remainder of 2007. In future pasicour cost of revenues and gross profit will heeasely affected as a result of the Offer and
the issuance of additional equity grants.
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The actual impact is subject to a number of factoduding the number of equity instruments exgehin the Offer, the initial public offerir
price of our Class A common stock and EMC'’s two-degjghted average trading price prior to the consation of the initial public offering
of our Class A common stock. See “VMware Managefaddiscussion and Analysis of Financial Conditiord&Results of Operations—
Equity-based Compensation.”

Research and Development Expenses

Our R&D expenses were $55.0 and $22.3 in thedusirter of 2007 and 2006, respectively, represgretipear-over-year increase of
146%. The increase in R&D expenses in 2007 combsywtienarily of increased
salaries and benefits of $14.6, resulting from ookl resources to support new product developn&oftware
capitalization decreased from $17.7 in 2006 to $72007. In 2006, we reached technological feéisitin our current VMware Infrastructure
server product and capitalized the costs to devislapproduct. By contrast, in 2007, we have nathed technological feasibility on a product
of similar magnitude. As a percentage of revenR&L) expenses were 21.2% in 2007 and 17.3% in 2066.increase in R&D expense as a
percentage of revenues in 2007 compared to 200@rimaarily attributable to less software costs lyeiapitalized. In future periods, our
research and development expenses will be adveaffelsted as a result of the Offer and the issuafeelditional equity grants. The actual
impact is subject to a number of factors, includimg number of equity instruments exchanged irCifier, the initial public offering price of
our Class A common stock and EMC'’s two-day weigleteerage trading price prior to the consummatiothefinitial public offering of our
Class A common stock. Additionally, the amount glidy-based compensation that may be capitalizéichigo affect the future expense. See
“YMware Management'’s Discussion and Analysis ofdficial Condition and Results of Operations—Equigddd Compensation.”

Sales and Marketing Expenses

For the first quarter, our sales and marketing egps were $86.7 in 2007 and $42.6 in 2006, repiieges year-over-year increase of
104% in 2007. The increase in sales and marketipgreses was the result of higher salaries and bgnefsulting from additional headcoun
both sales and marketing personnel, and higher d¢ssion expense resulting from increased sales velBalaries, benefits and commission
expense increased by $24.2. In certain interndtimmantries, EMC hires employees who work on ourdlie The costs incurred by EMC on
behalf, which principally relates to employees datid to our marketing effort, increased by $h3rder to expand our geographic reach in
the first quarter of 2007, we added employees madditional countries, as well as increased haatda countries where we previously had
employees. An increase in our marketing prograndstaavel of $4.0 also contributed to the growtlsates and marketing expenses. As a
percentage of revenues, sales and marketing expearse 33.5% and 33.0% in 2007 and 2006, respéctiVke annual increases in sales and
marketing expenses, as a percentage of revenuespwimarily attributable to incremental salariesnefits and commissions. In future perit
our sales and marketing expenses will be adveedtdgted as a result of the Offer and the issuaheglditional equity grants. The actual
impact is subject to a number of factors, includimg number of equity instruments exchanged irQfier, the initial public offering price of
our Class A common stock and EMC’s two-day weigleteerage trading price prior to the consummatiothefinitial public offering of our
Class A common stock. See “VMware Management’s Bision and Analysis of Financial Condition and Rssaf Operations—Equity-based
Compensation.”

General and Administrative Expenses

Our general and administrative expenses for tisé dinarter were $26.6 and $11.8 in 2007 and 2@3pectively, representing a year-
overyear increase of 125%. Our general and adminigg&xpenses increased primarily as a result otiaddi salaries, benefits and recruit
costs of $6.8, resulting from additional resouresupport the growth of our business. Administatosts, such as travel, equipment, facil
and depreciation, increased by $3.4 in 2007. QGitlerinistrative costs, such as legal, audit anddes, also contributed $1.2 to the increase in
general and administrative expenses in 2007 cordpar2006. As a
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percentage of revenues, general and administratipenses were 10.3% and 9.2% in 2007 and 200&atsgly. The increase in general and
administrative expenses as a percentage of revevagprimarily attributable to incremental headddorsupport the growth of our business.
In future periods, our general and administrativgemses will be adversely affected as a resuhefQffer and the issuance of additional equity
grants. The actual impact is subject to a numbéaaibrs, including the number of equity instrunseekchanged in the Offer, the initial public
offering price of our Class A common stock and EBI@&Vo-day weighted average trading price prioh®donsummation of the initial public
offering of our Class A common stock. See “VMwaradgement'’s Discussion and Analysis of Financialdtdn and Results of
Operations—Equity-based Compensation.”

Operating Income

Our operating income was $46.4 and $30.3 in tlet guarters of 2007 and 2006, respectively, reptesga year-over-year increase of
53%. As a percentage of revenues, operating mawgns 17.9% and 23.5% in 2007 and 2006, respeytiTéle decrease in margin in 2007
was primarily attributable to the effect of capital software development cost, net of amortizatitet capitalized software development cost
increased operating income by $13.2 in 2006, batedesed operating income by $0.4 in 2007.

A portion of our costs of revenues, primarily tlosts of personnel to deliver technical support enpsoducts, and a portion of our
operating expense primarily related to sales, salpport and research and development, are dentdimaforeign currencies, primarily the
British pound, the Euro, the Japanese yen, thamdipee, the Australian dollar and the Canadidlardd@hese costs and the resulting effect on
operating income are exposed to foreign exchangdfitectuations. As a result of fluctuations inda@n currency values compared to the U.S.
dollar, operating income decreased $3.8 in theduarter of 2007 and increased $1.1 in the fiusirger of 2006.

Investment Income and Other Net Expenses

Investment income and other expenses, net, webeii$dhe first quarter of 2007 as compared witt030.the same period of 2006.
Investment income consists primarily of intereshed on cash and cash equivalent balances and amsrdue to us from EMC on our
intercompany balance. Interest expense resultsapitinfrom balances owed by us to EMC. Investmanbime increased in 2007 compared to
2006 due to higher outstanding cash and cash dguoivaalances and amounts owed to us by EMC ointencompany balances.

Provision for Income Taxes

Our effective income tax rate was 16.9% in the fitgarter of 2007 as compared with 32.9% for theesperiod in 2006. The reduction
the effective rate for the first quarter of 200Tared to the first quarter of 2006 was primartlyilautable to the benefit of our tax structure,
whereby income in 2007 earned abroad principalBli§ias for deferral from U.S. taxation, wherea006 the income was principally taxec
the United States. Our rate of taxation in forgigisdictions is lower than our U.S. tax rate.

Liquidity and Financial Condition
For the quarters ended March 31, 2007 and MarcB@16, our cash flows were:

Three months endec

March 31,
2007 2006
Net cash provided by operating activit $104.¢ $ 99.€
Net cash used in investing activiti (22.6) (22.¢)

Net cash used in financing activiti — —
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Cash provided by operating activities was $104@®%$80.6 in the first quarter of 2007 and 2006, eesipely.

In the first quarter of 2007, our operating casiwfreflected net income generated during the pesfagit1.1, adjusted for non-cash items
such as depreciation and amortization expense bh2%hd stock-based compensation of $11.6. Addiliprworking capital, including short-
and long-term deferred revenue, income taxes payaid deferred income taxes, generated cash fld8®@#, as a result of a decrease in
accounts receivable of $46.4 and an increase eraef revenues of $33.7. Our deferred revenue taleonsisted of deferred license revenues
of $76.4 and deferred service revenues of $263\aath 31, 2007, of which $262.1 of the total defdrrevenue balance was classified as
current.

In the first quarter of 2006, our operating casiwfreflected net income generated during the pesf@R1.6, adjusted for non-cash items
such as depreciation and amortization expense26%ind stock-based compensation of $6.5. Addifipnaorking capital, including short-
and long-term deferred revenue, income taxes payaiid deferred income taxes, generated cash fl@s%B, primarily as a result of an
increase in deferred revenue of $29.9 and a dexiraxcounts receivable of $13.9.

Cash used in investing activities was $22.6 fohlibe first quarter of 2007 and 2006. Capital addg were $16.6 and $10.4 in the first
quarter of 2007 and 2006, respectively. Capitalzeftivare development costs were $6.7 and $1218eifirst quarter of 2007 and 2006,
respectively. The decrease in capitalized softwarelopment costs in the first quarter of 2007 carag to the first quarter of 2006 was
attributable to the current version of the Virtidrastructure software product reaching technalalgieasibility in 2006.

We had no financing activities in the first qua&€2007 or 2006.

Financing Activities

In July 2007, we entered into a stock purchaseesgeat with Intel pursuant to which Intel, throughaffiliate, Intel Capital has agreec
purchase 9.5 million shares of our Class A comntooksat $23.00 per share for an aggregate offguiigg of $218.5, subject to the expiration
of the applicable waiting period under the HSR &l the satisfaction of customary closing condgjoncluding the absence of a material
adverse change. If we do not complete an undeenrjitiblic offering with an aggregate offering prioghe public of at least 250.0 million on
or before December 31, 2007, Intel will have thghtito exchange its Class A common stock for shafr&eries A preferred stock, the terms of
which will be designated prior to the closing oé timtel investment. We have also granted Intel @apustomary anti-dilution rights and a put
right with a pre-set internal rate of return. Werdalso entered into an investor rights agreeméthtiwtel pursuant to which Intel will have
certain registration and other rights as a holdeuo Class A common stock.

Off-Balance Sheet Arrangements, Contractual Obligabns, Contingent Liabilities and Commitments
Guarantees and Indemnification Obligations

We enter into agreements in the ordinary courdmisiness with, among others, distributors, reslb36 system vendors and systems
integrators. Most of these agreements require uglemnify the other party against third-party elaialleging that one of our products
infringes or misappropriates a patent, copyrighlémark, trade secret and/or other intellectugpenty right. Certain of these agreements
require us to indemnify the other party againstaierclaims relating to property damage, persamaty or the acts or omissions by us, our
employees, agents or representatives. In additiom time to time we have made certain guarantegarding the performance of our systems
to our customers.
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Contractual Obligations

We have various contractual obligations impactinglmuidity. The following represents our contnaak obligations as of December 31,
2006:

Payments Due by Period

Less thar
1-3 35 More than
Total 1 year years* years** 5 years
Operating lease $298.( $ 13.€ $16.€ $14.2 $ 253.¢
Purchase orde 46.7 46.7 — — —
Construction contract 77.€ 77.€ — — —
Total $422.: $137.¢ $16.€ $14.2 $ 253.¢

* Includes payments from January 1, 2008 through Deee 31, 2009
** Includes payments from January 1, 2010 through Déee 31, 2011

Our operating leases are primarily for office spamind the world. We generally believe leasindhssace is more cost-effective than
purchasing real estate. While our purchase ordergenerally cancelable without penalty, certainda agreements provide for percentage-
based cancellation fees or minimum restocking deatmsed on the nature of the product or servioe cdnstruction contracts are for the
construction of our new headquarter facilities. EBl€rently reimburses us for the costs we are nirogiunder these contracts and will
continue to do so through the date of the IPO,katkwtime we will purchase the facilities from EMC.

Critical Accounting Policies

Our consolidated financial statements are basdti@grelection and application of generally acceptambunting principles that require us
to make estimates and assumptions about futurdsetheat affect the amounts reported in our findret@ements and the accompanying notes.
Future events and their effects cannot be detednith certainty. Therefore, the determination stirmates requires the exercise of judgment.
Actual results could differ from those estimatag] any such differences may be material to oumnfifed statements. We believe that the
policies set forth below may involve a higher degoé judgment and complexity in their applicatiban our other accounting policies and
represent the critical accounting policies usethnpreparation of our financial statements. Ifedént assumptions or conditions were to
prevail, the results could be materially differéaim our reported results. Our significant accongipolicies are presented within Note A to our
consolidated financial statements included elsew/hethis Prospectus—Offer to Exchange.

Accounting for Stock Options

In 2006, we adopted Financial Accounting Standand M 3R, “Share-Based Payment,” or FAS No. 123Rctmunt for equity-based
compensation expense. Our financial statementadedhe adoption of FAS No. 123R using the modifiszspective transition method of
adoption, which does not result in the restaternén¢sults from prior periods.

FAS No. 123R requires recognizing compensationsdastall share-based payment awards made to eegddyased upon the awards’
estimated grant date fair value. The standard sosguity grants made by EMC to our employees, dintystock options for EMC stock,
restricted EMC stock and employee stock purchasdased to EMC’s employee stock purchase plan, gtRER\dditionally, we applied the
provisions of SEC Staff Accounting Bulletin No. 16@ Share-Based Payment to our adoption of FASLIR8BR. Prior to 2006, we elected to
account for these share-based payment awards Arsdeunting Principles Board Opinion No. 25, “Acceing for Stock Issued to
Employees,” or APB No. 25, and elected to only ldise the pro forma impact of expensing the faiugadf stock options in the notes to the
financial statements.
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We elected to estimate the fair value of employeeksoption awards and the ESPP using the Blacloi&shmodel. The determination of
the fair value of share-based payment awards oddteeof grant using the Black-Scholes model isaéd by EMC'’s stock price, as well as
assumptions regarding a number of subjective vimsali hese variables include the expected stocke molatility over the term of the awards,
the risk-free interest rate associated with theeetgd term of the awards, expected dividends atuhleand projected employee stock option
exercise behaviors.

In 2006, the following weighted average assumptfonemployee stock options and ESPP were usdtkeiBlack-Scholes model:

Stock
Options ESPP
Dividend yield None None
Expected volatility 34.4% 27.€%
Risk free interest rai 4.8% 4.%
Expected life (in years 4.C 0.t

To determine the expected volatility, we used almoation of implied volatility for six-month and twyear traded options on EMC'’s
stock, as well as EMC'’s historical stock price ¥ititg. The expected term assumption is based wginal historical exercises and
cancellations of EMC stock options. We are usirgggme methodology to calculate expected volatlity expected term that was used prior
to our adoption of FAS No. 123R. The risk-free iatd rate assumption is based upon observed ihtates appropriate for the term of
employee stock options and ESPP. The dividend wstdimption is based on the history and expectafidividend payouts. Stock-based
compensation expense recognized within a givenrtiegaoperiod is based on awards that are expeotgddt in current or future periods.
Accordingly, recognized stock-based compensatigrelese from stock options and ESPP is reduced foraed forfeitures. FAS No. 123R
requires forfeitures to be estimated at the timgraht and revised, if necessary, in subsequerdgseif actual forfeitures differ from those
estimates. Forfeitures were estimated based ooriciak experience. See Note | to our consolidategiicial statements for more information
regarding our implementation of FAS No. 123R.

Changes to the underlying assumptions may hawgn#fisant impact on the underlying value of thecitoptions, which could have a
material impact on our financial statements. Shawidactual forfeitures differ from our estimattgs could have a material impact on our
financial statements.

The value of stock options that will be grantedusyafter the IPO will be based on our volatility jlothe absence of a sufficient period of
time to determine such volatility, the volatility @ representative peer group. This volatility n@yhigher than EMC'’s volatility, which will
have the effect of increasing our stock-based cosgitéon expense.

Revenue Recognition

We derive revenue from the licensing of software eslated services. We recognize revenue for soétweoducts and related services in
accordance with the American Institute of Certiflablic Accountants’ Statement of Position (SORR97Software Revenue Recognition,” as
amended. We recognize revenue when persuasiveneeidd an arrangement exists, delivery has occutihedsales price is fixed or
determinable and collectibility is probable. Howewdetermining whether and when some of thesertiteave been satisfied often involves
assumptions and judgments that can have a signtficgact on the timing and amount of revenue vpore

Our assessment of likelihood of collection is asmritical element in determining the timing of eewe recognition. If we do not believe
that collection is probable, the revenue will béeded until the earlier of when collection is deshprobable or cash is received.
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We recognize license revenue from the sale of swéwhen risk of loss transfers, which is genenafign shipment or electronic trans
We license our software under perpetual licengeeugh our direct sales force and through our ceboindistributors, resellers, x86 system
vendors and systems integrators. We defer revesiatng to products that have shipped to our chliasmmtd our products are sold through the
channel. We estimate and record reserves for ptediat are not sold through the channel basedstarizal trends and relevant current
information. We obtain sell-through information dnadistributors and resellers on a monthly basisrandncile any estimates, if necessary,
made in the previous month. Historically, actuéimation has not differed materially from the tethestimate. For our indirect channel
partners who do not report sell-through data, werdd@ne sell-through information based on suctrithistors’ and resellers’ accounts
receivable balances and other relevant factorsx8®system vendors, revenue is recognized in & tgaon the receipt of binding royalty
reports. The accuracy of our reserves depends oability to estimate the product sold through ¢hannels and could have a significant
impact on the timing and amount of revenue we rtepor

We offer rebates to channel partners, which aregeiced as a reduction of revenue at the timedlsdad product sale is recognized. We
account for marketing development funds and salesntives to channel partners as a reduction efmew. When rebates are based on the set
percentage of actual sales, we recognize the obgitie rebates as a reduction of revenue whenrterlying revenue is recognized. In cases
where rebates are earned if a cumulative levehlgflsss achieved, we recognize the cost of theteslss a reduction of revenue proportionally
for each sale that is required to achieve the tafges estimated reserves for channel rebatesalad mcentives are based on channel partners’
actual performance against the terms and conditibtise programs, historical trends and the vafub®rebates. The accuracy of these
reserves for these rebates, marketing developmadsfand sales incentives depends on our abiliggtimate these items and could have a
significant impact on the timing and amount of newe we report.

Although our return policy does not allow end-udergeturn products for a refund, we may accepirnst from time to time. Channel
partners may also rotate stock when new versiomasppbduct are released. The product returns resgtvased on historical experience of
actual product returns, estimated channel inveriergls, the timing of new product introductionglgaromotions and other relevant factors.
The accuracy of these reserves depends on outyabikstimate sales returns and stock rotationngnodher criteria. If we were to change any
of these assumptions or judgments, it could causatarial increase or decrease in the amount efma that we report in a particular period.

Our services revenue consists of software maintanand professional services. We recognize maintengevenues ratably over the
contract period. Professional services includegtesmplementation and training. Professional sswiare not considered essential to the
functionality of our products because these sesvittenot alter the product capabilities and mapédréormed by our customers or other
vendors. Professional services engagements thatchaations of 90 days or less are recognizedviemae upon completion of the engagernr
Professional services engagements of more tham@9fdr which we are able to make reasonably degg#adkstimates of progress toward
completion are recognized on a proportional perforoe basis based upon the hours incurred. Revenalkt @her engagements is recognized
upon completion. However, if we were to change @imyrese assumptions or judgments, it could caunatarial increase or decrease in the
amount of revenue that we report in a particulaioge

Our software products are sold with maintenancéaarptofessional services. Vendor-specific objectvidence (“VSOE”) of fair value
of professional services is based upon the starmdted we charge for such services when sold sehars’SOE for maintenance services is
established by the rates charged in stand-aloes s&maintenance contracts or the stated reneseafor maintenance included in the license
agreement. The revenue allocated to software leargduded in multiple element contracts represtregsesidual amount of the contract after
the fair value of the other elements has been méted. Customers under maintenance agreementsiitteceto receive updates and upgrades
on a when-and-if-available basis. In the event aggs have been announced but not delivered, proelexue is deferred after the
announcement date until delivery occurs unlessave lestablished VSOE of fair value for the upgr&OE of fair value of upgrades is
established based upon
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the price set by management. We have a historglliig upgrades on a stand-alone basis. We aréreghjio exercise judgment in determining
whether VSOE exists for each undelivered elemesg¢dan whether our pricing for these elementsfficgntly consistent with the sale of
these elements on a stand-alone basis. This caukka material increase or decrease in the arnbvmtenue that we report in a particular
period.

Asset Valuation

Asset valuation includes assessing the recordec @l certain assets, including accounts receiygoledwill, capitalized software
development costs and other intangible assets. 4@ wariety of factors to assess valuation, dépgngon the asset. Accounts receivable are
evaluated based upon the creditworthiness of ostooers, historical experience, the age of theivabke and current market and economic
conditions. Should current market and economic itimmd deteriorate, our actual bad debt experieuesd exceed our estimate. We capitalize
software development costs once our projects heaehed technological feasibility at the earliecafpletion of a detailed project design or a
working model. Changes in judgment as to when teldyical feasibility is reached could materiallygeact the amount of costs capitalized.
amortize capitalized software development costs peaods ranging from 18 to 24 months, which repré the products’ estimated useful
lives. Changes in the periods over which we actuggherate revenues or the amounts of revenuesagjedeould result in different amounts
amortization. Other intangible assets are evalubdésgd upon the expected period during which teetasll be utilized, forecasted cash flows,
changes in technology and customer demand. Cham@efgments on any of these factors could matgriaipact the value of the asset. Our
goodwill valuation is based upon a discounted dst analysis. The analysis considers estimatedmag and expense growth rates. The
estimates are based upon our historical experiandgrojections of future activity, considering truser demand, changes in technology and a
cost structure necessary to achieve the relatehtms. Changes in judgments on any of these famatd materially impact the value of the
asset.

New Accounting Pronouncements

VMware adopted FASB Interpretation 48, “Accountfiog Uncertainty in Income Taxes” (“FIN No. 48"), tite beginning of fiscal year
2007. FIN No. 48 clarifies the accounting for uniagty in income taxes recognized in an enterpsi§i@ancial statements in accordance with
FAS No. 109, “Accounting for Income Taxes.” FIN Nt8 prescribes a two-step process to determinartteint of tax benefit to be
recognized. First, the tax position must be eveld&b determine the likelihood that it will be saiged upon external examination. If the tax
position is deemed “more-likely-than-ndt be sustained, the tax position is then assdssdetermine the amount of benefit to recognizihé
financial statements. The amount of the benefit ithay be recognized is the largest amount thaalgeater than 50 percent likelihood of
being realized upon ultimate settlement. We hadhamges to the amount of our income tax payabéerasult of implementing FIN No. 48.
Prior to the adoption of FIN No. 48, our policy wasclassify accruals for uncertain positions asigient liability unless it was highly probable
that there would not be a payment or settlemensdich identified risks for a period of at leastary We reclassified $4.5 of income tax
liabilities from current to non-current liabilitigrecause a cash settlement of these liabilitiastisnticipated within one year of the balance
sheet date.

In September 2006, the FASB issued FAS No. 157 WVaue Measurements,” or FAS No. 157, which addes how companies should
measure fair value when they are required to da@ salue measure for recognition or disclosureppses under generally accepted accoul
principles. FAS No. 157 defines fair value, eststiis a framework for measuring fair value in gdheeacepted accounting principles and
expands disclosures about fair value measurenfeAs No. 157 is effective for financial statemersisuied for fiscal years beginning after
November 15, 2007 and should be applied prospégtigrcept in the case of a limited number of ficiahinstruments that requi
retrospective application. We are currently evahgathe potential impact of FAS No. 157 on our fin&l position and results of operations.

In February 2007, the FASB issued FAS No. 159, “Fa& Value Option for Financial Assets and Finahtiabilities-including an
amendment of FAS 115,” or FAS No. 159. The newestant allows entities
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to choose, at specified election dates, to meadigible financial assets and liabilities at fagdwe that are not otherwise required to be
measured at fair value. If a company elects theviue option for an eligible item, changes inttitam’s fair value in subsequent reporting
periods must be recognized in current earnings. RASL59 is effective for fiscal years beginninteaNovember 15, 2007. We are currently
evaluating the potential impact of FAS No. 159 om financial position and results of operations.

Quantitative and Qualitative Disclosures about Marlet Risk

During the first quarter 2007, our internationaleeues accounted for 47% of our total revenuesrtational revenue as a percentage of
total revenues was 44% in 2006, 46% in 2005 and #b2004. Our revenue contracts are denominatét$n dollars and the vast majority of
our purchase contracts are denominated in U.Sardolh portion of our cost of revenues, primariig tost of personnel to deliver technical
support on our products, and a portion of our dpggaexpense related to sales and sales supporeaadrch and development, are
denominated in foreign currencies, primarily théiBn pound, the Euro, the Japanese yen, the Irrdia@e, the Australian dollar and the
Canadian dollar. These costs and the resultingtedfe gross margin and operating income are expimsfateign exchange rate fluctuations.
Upon consolidation, as exchange rates vary, cdstvenue and operating costs may differ materiatiyn expectations. The Company does
not hedge its exposure to foreign currency fluétuimatOur exposure to market risk relates primatolyhe variable interest obligation on the
we incurred to fund an $800.0 dividend to EMC.
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BUSINESS OF VMWARE

VMware is the leading provider of virtualizationlgtions. Our virtualization solutions representi@angering approach to computing that
separates the operating system and applicatiowaatfrom the underlying hardware to achieve sigaift improvements in efficiency,
availability, flexibility and manageability. Our &d and proven suite of virtualization solutiondredses a range of complex IT problems that
include infrastructure optimization, business conity, software lifecycle management and desktopagament. The benefits to our customers
include substantially lower IT costs, choice of igiimg systems and a more automated and resilstérss infrastructure capable of
responding dynamically to variable business demafds customer base includes 100% of the Fortu@eah@ over 84% of the Fortune 1,000.
Our customer base for our server solutions has gtovinclude 20,000 organizations of all sizes asnmumerous industries. We believe our
solutions deliver significant economic value fostamers, and many have adopted our solutions estritegic and architectural foundation for
their future computing initiatives.

Our solutions enable organizations to aggregatéipleiservers, storage infrastructure and netwtogsther into shared pools of capa
that can be allocated dynamically, securely andlsl to applications as needed, increasing haredwélization and reducing spending. In the
eight years since the introduction of our firstwélization platform, we have expanded our offenwith virtual infrastructure automation
products to address distributed and heterogenadnasiructure challenges such as system recovityadnild reliability, backup and recovery,
resource provisioning and management, capacityparfdrmance management and desktop security. We dlag complemented our
virtualization platforms with a suite of relatedtuial infrastructure management products.

We began shipping our first product in 1999, ardhtowe offer 16 products. Our flagship desktop podvVMware Workstation, is in its
sixth generation and our flagship server produites\Mware Infrastructure, is in its third geneoat Our products are widely recognized for
their innovation and quality. We believe that aechinological leadership can be attributed to oghllyitalented R&D engineers, over 40% of
whom have advanced degrees.

We believe that the addressable market opportdimitgur virtualization solutions is large and exgimng. IDC estimates that less than
one million of the 24.6 million x86 servers andsl¢isan five million of the 489.7 million businedent PCs deployed worldwide are running
virtualization software. We believe industry trerid&ards more powerful yet under-utilized mutre servers and the increasing complexit
managing desktop environments will drive widespraddption of virtualization for both server andktep deployments. We believe that our
innovative virtualization solutions will enable tesmaintain our leadership in this large addressaidrket by increasing our penetration within
our substantial installed base and through thetiaddof new customers.

We work closely with over 200 technology partnéms|uding leading server, processor, storage, nedwg and software vendors. We
have shared the economic opportunities surroundigglization with our partners by facilitatinglation development through open APIs,
formats and protocols and providing access to ource code and technology. The endorsement andsgugour partners have further
enhanced the awareness, reputation and adoptiour efrtualization solutions.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segrogtits market. We derive a
significant majority of our revenues from our laigdirect sales channel of more than 4,000 chapasthers that include distributors, resellers,
x86 system vendors and systems integrators. Wewugelhat our partners benefit greatly from the se&leur solutions through additional
services, software and hardware sales opportunitieshave trained a large number of partners addisars to deploy and leverage our
solutions.
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We were founded in 1998 and have continued to ¢péndarge measure as a stand-alone company fiogpaur acquisition by EMC in
2004. Our independence has been critical to bgldimep and mutually beneficial relationships wittread group of partners. During 2006,
generated $703.9 million in revenues, an 82% irsrewver our 2005 results. For financial informatdrout our business by segment and
geographic area, see Note L to the consolidateshfiial statements included elsewhere in this Paigpe-Offer to Exchange. We are based in
Palo Alto, California with 39 offices worldwide.

Industry Background
The Proliferation of x86 Servers and Desktops Inthaces New Challenges

The introduction of x86 servers in the 1980s predid low-cost alternative to mainframe and proarieUNIX systems. The broad
adoption of Windows and the emergence of Linuxexses operating systems in the 1990s establishéds&B/ers as the industry standard. x86
server shipments represented 93% of new serv@@®@06 according to IDC. The growth in x86 server degktop deployments has introduced
new operational risks and IT infrastructure chajlesm These challenges include:

» Low Infrastructure Utilizatior. Typical x86 server deployments achieve an aveudtization of only 10% to 15% of total capac
according to IDC. Organizations typically do not mmore than one application per server to avoidigkeof faults or security
vulnerabilities in one application affecting theadability of another application on the same ser\¥éis “one application to one
server” approach, combined with the relative irgéiincy of most x86-based server applications, ésslted in significant under-
utilization of x86based server resources. IDC estimates that ordgemgaurrently maintain total excess computingacéy valuec
at $140 billion in the form of over-provisionedidte servers. We believe that the industry trendatimls multi-core architectures,
which increase server capacity by combining twmore independent processors into a single packatidikely result in even
lower utilization levels. According to IDC, moreatth 95% of x86-based servers currently have fourgesors or less. We therefore
believe applications currently running on theseeer are unlikely to take advantage of the eighsitteen-processor architectures
that are likely to be the industry standard witthia next few year:

» Increasing Physical Infrastructure Cos. Although the average selling prices of servexsrahated IT infrastructure continue to
decline, the operational costs to support this grgunfrastructure have steadily increased. Mostpoting infrastructure must
remain operational at all times, resulting in powensumption, cooling and facilities costs thahdbvary with utilization levels. In
some cases, the lack of adequate power supplysemisethe limiting factor to an organization’s pito deploy new applications
and servers. IDC estimates that organizations sg#Hh0 billion in 2006 to power and cool the worldevinstalled base of servers,
the vast majority of which are x86 serve

» Increasing IT Management Co:. IDC estimates that organizations typically sperate than 80% of their overall IT budgets on
routine maintenance of existing infrastructure .cAmputing environments become more complex, thel lefuspecialized education
and experience required for infrastructure manageipersonnel and the associated costs of suchrpekbave increased. To
support the rapid growth of under-utilized senemmd associated IT infrastructure, organizationsdksproportionate time and
resources on manual tasks associated with seniatenance, and thus require more personnel to camghese tasks. Furthermc
automation of operational processes is inhereritficdlt given the complexity and heterogeneitytbé environments

» Insufficient Failover and Disaster Protecti. Organizations are increasingly affected by therame of critical server applicatiol
and inaccessibility of critical end user desktofise threat of security attacks, natural disastezalth pandemics and terrorism has
elevated the importance of business continuity mitegnfor both desktops and servers. The incread@pgndence on x86-based
server applications has elevated the importangeaiécting them against local hardware failure ligppon faults and human error.
Traditional solutions for both high availability dibusiness continuity are complex and costly aedefiore have only been deploy
for a small subset of applicatior
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» Desktop Management and Secur Managing and securing enterprise desktops presenéerous challenges. Controlling
distributed desktop environment and enforcing manant, access and security policies without impgitisers’ ability to work
effectively is complex and expensive. Numerouspegcand upgrades must be continually applied tktdegnvironments to
eliminate security vulnerabilitie

The Emergence of Industry-Standard Infrastructureifualization

Virtualization was first introduced in the 1970setoable multiple business applications to sharefahdharness the centralized
computing capacity of mainframe systems. Virtualarawas effectively abandoned during the 1980sE3fiDs when clienserver application
and inexpensive x86 servers and desktops estathlitebemnodel of distributed computing. Rather thiaaring resources centrally in the
mainframe model, organizations used the low coslisifibuted systems to build up islands of commytiapacity, providing some benefits but
also introducing new challenges. In 1999, VMwatedduced virtualization to x86 systems as a meamsficiently address many of these
challenges and to transform x86 systems into géparpose, shared hardware infrastructure thatrefidl isolation, mobility and operating
system choice for application environments.

Virtualization can be implemented using variousrapphes. The most prevalent approach uses a lageftavare called a “hypervisor”
that resides below the operating system (see Extjibirhe hypervisor provides the capability tol@deamultiple applications and operating
systems to share the underlying hardware safebnisgpsulating each application and operating systets own “virtual machine.”
Organizations use this technology to run multigdplecations and heterogeneous operating systentiseosame hardware and across different
hardware configurations, raising utilization andueing costs.

Exhibit 1: Virtualization Enables Secure Systemtifaning

BEE EEE

The Need for Virtual Infrastructure Automation andManagement

The introduction of virtualization technology prasea number of opportunities for driving capitatlaoperational efficiency above and
beyond the simple benefit of safe partitioning.d&coupling the entire software environment fronuitgerlying hardware infrastructure,
virtualization enables the aggregation of multipdevers, storage infrastructure and networks ihéwesd pools of resources that can be deli
dynamically, securely and reliably to applicati@ssneeded (see Exhibit 2). This pioneering appreaables organizations to build a
computing infrastructure with high levels of utdtion, availability, automation and
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flexibility using building blocks of inexpensivednstry-standard servers. Although virtualizatiopresents the core enabling technology, the
enormous benefits associated with this generalgagrgomputing infrastructure cannot be fully readizvithout virtual infrastructure
automation and management solutions.

Exhibit 2: Virtualization Enables a Distributed Wial Infrastructure

FTORAAE T W METWORK SERVERE STORAGE

Market Opportunity

IDC estimates the installed base of x86-based seme2006 at 24.6 million units, growing to 33.8lion units by 2010. According to
IDC, worldwide shipments of x86 servers are exptteincrease from 6.9 million units in 2006 to &lion units in 2010. IDC estimates that
the percentage of all new x86 server shipmentsingrvirtualization software will increase from 5% 2005 to 17% in 2010. We believe
industry trends towards more powerful yet undelizail multi-core servers will further accelerate thidespread adoption of virtualization for
server deployments.

Desktop virtualization provides organizations witle ability to manage desktop deployments throbghuse of virtual machines running
on centralized server farms in the corporate dataer or IT-managed desktop-based virtual machir@sserver-based desktops, users access
these desktops remotely from a desktop or a thémtclsing a remote display protocol. The centealimanagement of desktop deployments
enables organizations to significantly improve éfiiciency of desktop installations, upgrades, pascand backups. Desktop virtualization also
enables organizations to package an IT-managedapeskthin a secured virtual machine and depldy ian unmanaged physical desktop,
which can greatly reduce the manageability chabsrassociated with remote access deployments. $b@ated that the installed base of
business client PCs reached 489.7 million as oebwer 2006. We believe that companies spend appately $1,000 to $2,000 per desktop
per year to deliver the necessary manageabilibyrétg and resilience. We believe that these dgskistems and associated spending repr
a significant potential market for virtualizatiomded solutions.

Our Solution

Our virtualization solutions run on industry-stardiaervers and desktops and support a wide rangpeséting system and application
environments, as well as networking and storagastrfucture. We have designed our solutions totfomindependently of the hardware and
operating system to provide customers with a bplatform choice. Our solutions provide a key intggm point for hardware and
infrastructure management vendors to deliver défiiated value that can be applied uniformly acedlsapplication and operating system
environments. Key benefits to our virtualizatiotusions include:

» Server Consolidation and Infrastructure Optimizati Our solutions enable organizations to achieveifsgmtly higher resourc
utilization by pooling common infrastructure resoes and breaking tf
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“one application to one ser” model. Our research indicates that our customersraanly achieve server consolidation ratios
average 5:1 and can achieve ratios that exceed#Qu$ing our solutions to run each of their agglans in an isolated and secure
virtual machine. Our solutions include numerousilaldity safeguards to mitigate the risk of loagimultiple applications onto the
same hardware platform. We have also developed tyal management products to enable easy planmihgomversion of
physical machines into virtual machines, as wefobashe optimization and ongoing maintenance obasolidated virtual
environment

Physical Infrastructure Cost Reductic Through significant server consolidation and comteent results, our solutions increase
utilization rates and reduce the required numbeseofers and other infrastructure overhead. Outtisols enable organizations to
achieve significant reductions in their physicdtastructure costs through reduced data centeespagver and cooling costs
required to support new and existing applicatiést solutions also allow organizations to reducdefer capital expenditures for
new data center facilitie

Improved Operational Flexibility and Responsiven Our solutions include a set of virtual infrastret automation an
management products that simplify and automaterlabd resource intensive IT operations across thspdardware, operating
system and software application environments. @twal infrastructure automation and managemenit&nis reduce the amount
time IT professionals must spend on largely readiésks, such as provisioning, configuration, norimiy and maintenance. In
many cases, our solutions enable organizationsdioce the number of IT professionals required fiecéf’ely manage and maintain
their infrastructure resources and to adapt tHeinfrastructure more quickly to respond to chagdiusiness need

Increased Application Availability and Improved Bwess Continuity. Our solutions enable organizations to reduce plathnec
and unplanned downtime in their computing environtseFor planned downtime, we provide a live migraproduct called
VMotion that enables users to move virtual machinesing applications and operating systems agbgsically separate
machines with no service interruption or data I6ss.unplanned downtime, our solutions enable degdions to create a simple,
cost-effective and rapid recovery strategy foritast majority of x86-based workloads, many of whacé not currently covered by
traditional recovery strategies. The use of ountsmhs to migrate entire virtual environments tovrdata center locations enables
our customers to implement fast and efficient bessncontinuity strategie

Improved Desktop Manageability and Secui Our desktop virtualization solutions allow orgaatians to centrally host ar
manage desktop environments while providing a agskke experience to an end user. This virtuaktgsinfrastructure allows IT
organizations to efficiently control desktop enwvinoents regardless of location, desktop hardwareratipg system or business
application access needs. Our virtualization sohgtialso allow organizations to deploy portablekttgsvirtual machines on
unmanaged desktops while providing a layer of gadientrol and security around each virtual machirree use of desktop
virtualization in remote access deployments pravigiganizations with complete control of the handw@onfiguration and
networking capabilities of an unmanaged desktogngure compliance with security polici

Our Competitive Strengths
We believe that the following competitive strengplosition us well to maintain and extend our lealigrin virtualization solutions.

Leading Technology and Market Positit Since our founding in 1998, we have focused exablig on pioneering virtualizatio
technology, continuously improving our core viri@ation platform and progressively expanding theliaation of virtualization
technology to address previously unsolvable IT lelngles. Our flagship desktop product, VMware Watish, is in its sixth
generation and our flagship server product suitdwidre Infrastructure, is in its third generatiorur@roducts and solutions have
received over 100 industry awards for excellenaklaadership in their category. Our highly skil
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employee base includes many of the indts foremost experts in systems and virtualizatichnelogy and provides us wi
unparalleled experience and knowledge in deliveimmgvative and high-quality virtualization soluti® Our technology is the most
widely deployed on the market today, and industrglgsts have independently characterized us dgdlaéng virtualization solutio
provider in the marketplace. We believe that ouneotment to virtualization innovation, combined idur industry-leading
market position, creates strong brand recognitimh@eference among current and prospective cussyteehnology partners and
resellers and accelerates the adoption of ourieakr

» Broad Product Portfolio We offer a broad virtualization product suite thdtiresses an organization’s virtualization nesats the
data center to the desktop. We offer 16 virtualirebased products across three product categ@igsflagship server product
suite, VMware Infrastructure, bundles several af poducts to deliver superior functionality andfpemance, as well as seamless
integration into existing infrastructure of our tuwers. We believe that our broad product portfofigirtualization solutions
provides us with a substantial advantage over ctitopethat offer discrete, point virtualizationopiucts.

* Open Standards and Choice of Operating Syst Our virtualization software enables customersréate and manage a sha
pool of hardware resources that is independerpedific operating system and x86 hardware platforfhss allows our customers
to deploy a heterogeneous environment of operatistems, underlying x86 hardware and associatedonehg and storage
infrastructure. We have successfully certified mibigen 200 hardware platforms and successfully dastare than 60 operating
systems for use with our solutions. We provide mantners access to our source code, as well asARksn formats and protocols
facilitate their development of interoperable aiffedentiated products. We also make our APls, fatsrand protocols available for
use by our partners and for inclusion in virtudima industry standards. We have designed ouraligation solutions to be an
extension of hardware, as opposed to the operayisigm, resulting in a more flexible and robustisoh that delivers both strateq
choice and economic value to custom

» Large Installed Base of Custome We have a large installed customer base of mane 20,000 organizations using our sel
solutions. Our customer base includes 100% of RerflD0 companies and over 84% of Fortune 1,000 aniep. Our customer
base includes organizations of all sizes acrossenous industries. We believe that our customens vig as a key strategic
solutions provider. The performance and reliabiifyour products has resulted in high customesfatiion and strong customer
loyalty. Many customers have implemented a policgtendardize and run all their new application®wnsolutions, presenting us
with significant opportunities to expand our foadtpmwithin these organizations as they grow theiirifrastructure

» Strong Partner NetworkWe have extensive relationships with our technglaggannel and consulting partners. Our network of
partners continues to expand as the interest iradogtion of our technology grows. We believe tepldyment of our leading
virtualization solutions represents a strategiat@hitecture decision for organizations, which taeaignificant product and servi
revenue opportunities for our partners. These dppiies provide strong incentives for our partnersollaborate with us to drive
further adoption of our technology. We partner witbre than 200 x86 system vendors, ISVs and o#fodmblogy partners, as well
as more than 4,000 distribution, reseller and cingupartners. The endorsement and support opattners have further enhanced
the awareness, reputation and adoption of ouraligation solutions

* Robust Global Support Operations and Serv. We offer a full range of 24x7 support offerings both customers and partners,
ranging from incident-level to business-criticatvdee, backed by our industry-leading expertisgirtualization solutions. We have
nearly a decade of experience installing, integgaéind supporting our broad virtualization solusiom various production
environments for businesses of all sizes. Our sug@ovices cover a broad range of hardware plagaand software
configurations. We implement a “follow the sun” apgach to deliver continuous customer support thinomgy locations on three
continents. We believe that our global support pizgtion and capabilities positively impact ourtouser satisfaction, maintenance
renewal levels and specifically differentiate usnfrsmaller virtualization solution competito
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Our Growth Strategy
Our objective is to extend our market leadershipiitualization solutions. To accomplish this olijee, we intend to:

Broaden our Product Portfolic We continue to innovate and develop new serverdas#itop solutions and offer additional services
that enhance the value of our current offerings.éxample, the introduction of our VMware Infrastiure 3 product suite in 2006
expanded our offerings to include new capabilitieBigh availability, resource management and bpaad recovery. We intend to
provide our existing and prospective customers aittlitional solutions that will leverage virtualiiwan technology to further
optimize the value and reliability of their commgiinfrastructure. We may also pursue the acqaisitf companies with
complementary products and technologies that wieveWill enhance our suite of offering

Enable Choice for Customers and Drive Standa We have designed and plan to maintain our cotaalization platforms as ¢
operating system-independent extension of x86 harelvBy offering the functionality to pool and mgeahe resources of multiple
servers and networking and storage infrastructureyirtualization solutions extend beyond senieiualization to enable a next-
generation, operating system-agnostic, distribatadputing infrastructure with significant scalatyilireliability, security,
availability and flexibility.

Expand our Network of Technology and DistributicartRers. We believe that the endorsement and supportopatiners and us
community accelerate the adoption of our solutidds.focus on enabling our partners to realize nesnemic opportunities
through the integration and distribution of oundmns. We intend to expand our network of techggland distribution partners
and increase the value our solutions provide tdtirdware and software solutions of our partners. M continue to collaborate
with, and create additional revenue opportunit@sdur partners to encourage their efforts toaladoption and sales of our
virtualization solutions

Increase Sales to Existing Customers and Pursue Glestomers We believe we have a significant opportunity tor@ase our sal
to existing customers by targeting additional besiunits, pursuing upgrades and broad enterggeyinents and enhancing the
functionality of our existing solutions. We will obinue to aggressively pursue new customers glpbgllexpanding our direct and
indirect sales channels and our services offeiogomplement our virtualization technolog

Increase Market Awareness and Drive Adoption ofudiization. We offer free solutions, which include VMware RétayVMware
Server and VMware Converter. These entry-leveltgmig allow customers to evaluate the benefitsusfwirtualization technology
and subsequently purchase advanced versions gbbutions. Our free software offerings, togethethwnore than 400 third-party
applications distributed in virtual appliances,\ide an entry point for potential customers that lemad to additional product sales
and broad adoption of our technology. We also bastannual VMworld industry conference to incregkxbal awareness of
virtualization solutions

Our Products and Technology

We offer a broad portfolio of products that spdres donsumer desktop to the enterprise data cédteproducts generally fall into three
categories (see Exhibit 3):

Virtualization Platforms.Our virtualization platforms include a hypervidor system partitioning that provides the capajitit
safely, securely and efficiently run multiple opérg systems simultaneously on the same physicahina. Our platforms range
from free, entr-level products for the desktop and server to meagufr-rich desktop and server platforn

Virtual Infrastructure Automatio. Our virtual infrastructure automation productsize the unique benefits of our virtualizati
platforms to automate system infrastructure sesyisach as resource management, availability, mphitd security. By deploying
our virtual infrastructure automatic
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products with our virtualization platforms, VMwatastomers can reduce the operational complexitiief environments

Virtual Infrastructure Managemei. Unlike our virtual infrastructure automation pumtls, which improve the runtime availabil
and reliability of the virtual machines, our virtuafrastructure management products automatertfeegdction between various IT
constituencies and the virtual infrastructure fapacific set of point solutions. These soluticaersge from capacity sizing and
assessment to development lab manager

Exhibit 3: VMware Product Portfolio
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Virtualization Platform Products

VMware Player.VMware Player is a free virtualization platformattenables individuals to run virtual machineslwirtdesktops
but does not allow virtual machine creation. We \dsiware Player primarily as an awareness tool tifiarize individuals with
the concept of virtual machines. VMware Player n@sn downloaded more than 2.6 million times siheegs made generally
available in December 200

VMware WorkstationVMware Workstation is a desktop virtualization guat for software developers and enterprise IT
professionals who need to run multiple operatirgf@mys simultaneously on a single desktop. UserswaWindows, Linux,
NetWare or Solaris x86 in fully networked, portabigual machines with no rebooting or hard drivatjgioning required. VMwar:
Workstation delivers excellent performance and aded features, such as memory optimization andltiiiy to manage multiier
configurations and multiple snapshc

VMware Server VMware Server is a free virtualization platfornatienables simple partitioning of a server intotipld virtual
machines. VMware Server runs as an applicatioroprof an existing Windows or Linux operating systemlike our VMware ES:
Server platform, which runs its own microkernel. Wiste Server is principally an awareness tool foniagstrators to become
familiar with virtualization, though customers magt to pay an annual support and subscriptionfféreeyy would like the product
supported in a production or test environment. Viven&erver has been downloaded more than 1.7 mtiliees since it was made
generally available in November 20(

VMware ESX Serve VMware ESX Server is our enterpi-class virtualization platform that runs directly thve hardware with it
own microkernel and requires no tt-party operating syster

87



Table of Contents

VMware ESX Server is designed expressly for thgpse of running virtual machines securely, effidieand flexibly. VMware
ESX Server’s microkernel architecture provides niogus efficiencies and performance benefits, inclgdidvanced resource
management features, such as memory over-commitnenghare-based resource allocations to guargugdiey of service.
VMware ESX Server also has built-in redundancyesg, such as device teaming and storage multiqeatto mitigate the risk of
any component failure in a hi-density, shared environme!

VMware Virtual SMP.VMware Virtual SMP enables a single virtual maehto use up to four physical processors simultaslgpu
thereby allowing customers to run proce- and resourc-intensive applications in virtual machin

VMware VMFS.VMware VMFS is a clustered file-system and voluma&nager that enables multiple ESX Servers to safely
efficiently and reliably share block-based stordgeias designed expressly for the purpose of hiagdiirtual machines and is
required to enable reliable use of our Virtual &sfructure Automation produc

Virtual Infrastructure Automation Products

VMware VirtualCenter VMware VirtualCenter provides a central point ofitrol to provision, monitor and manage a virtuedidT
environment. VMware VirtualCenter also managestimtime coordination of infrastructure automatiangucts, such as VMware
VMotion, VMware DRS and VMware HA, and provides lbotind software interfaces for network and systermsagement
software vendors to incorporate these technolagielsother elements of virtual machine manageméatfieir user console

VMware VMotion VMware VMotion allows users to move virtual maabénwith running applications and operating systéorms
one physical machine to another with no servicermption or data loss. Our customers have used &fdWMotion for more than
three years to improve service levels deliveretthédr end users. Customers typically use VMware Yivtoto perform zero-
downtime planned hardware maintenance -disruptive server migration or dynamic resourcaurppsing.

VMware DRS VMware DRS creates resource pools from an agggat physical servers. VMware DRS dynamicallya#tes
virtual machines to resource pools on demand. @inteal machines have been provisioned, VMware @B&inuously monitors
utilization across the resource pool and intellthebalances a collection of virtual machines asrb® servers in the resource pool
using VMware VMotion. The VMware DRS resource masragnt policies may be driven by pre-defined andraated rules that
reflect business needs and priorities. VMware DRI&drs higher quality of service by managing rese.ccommitments in a shared
environment

VMware HA. VMware HA provides automated recovery from hardwfailure for any application running in a virtuahchine,
regardless of its operating system or underlyinghivare configuration. The technology includes amiemory, replicated database
across all of the VMware ESX Servers in a resopamd that tracks the status of every virtual maehin the event of a failure,
affected virtual machines are immediately recovenei alternate systems. This technology addreskey need to make
workloads instantly recoverable to mitigate the aipof hardware failures in a shared environm

VMware Consolidated Backu VMware Consolidated Backup (VCB) enables L-free, automated backup of virtual machii
from a centralized backup proxy. The product inelidoftware utilities for third-party backup protiu efficiently snapshot and
back up running virtual machines from a single use@roxy server. VCB can be used to perform bit¢hldvel and full-system
backup and recovery with an existing backup inftagtire. It provides a critical, zero-downtime gmno to manage the increased
density of backup operations in a highly utilizézsed environmen

VMware ACE.VMware ACE enables desktop administrators to ldokn desktop endpoints and protect critical compaspurce
against the risks presented by unmanaged deskidtisVMware
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ACE, desktop administrators package a-managed desktop within a secured virtual machikedaploy it to an unmanag
physical desktop. Once installed, VMware ACE pregic suite of automated security policies arouad/ttiual machine, such as
encryption, expiration, network and device accesdiigs, transforming the unmanaged desktop torensompliance with security
policies.

Virtual Infrastructure Management Products

VMware Capacity PlannerVMware Capacity Planner is a hosted applicati@t émables VMware service providers to perform
capacity assessments onsite at a customer fadiligy service provider installs and runs a colleatdhe customer facility that
conducts agent-less discovery and collection dioperance information for all servers in an enviramh VMware Capacity
Planner loads this performance information int@stéd data warehouse and provides web-based asaiytils and consolidation
recommendations to the service provic

VMware Converter VMware Converter enables customers to quickly rafidbly convert local and remote physical machinés

virtual machines. Users may also input third-partgige formats or third-party virtual machines iM@lware Converter to create
virtual machines that run on our platforr

VMware Virtual Desktop InfrastructurevMware Virtual Desktop Infrastructure (VDI) enableompanies to host individual
desktops inside virtual machines running on ceiagdlservers in their data center. Users access trigual desktops remotely
from a physical desktop or a thin client using moée display protocol. Since applications are madaggntrally at the corporate
data center, organizations gain better control tveir desktop deployments. Unlike other serveredasolutions that do not provide
a complete desktop experience or require speaititit@ctures, VDI includes full desktop environmefamiliar to end users and 1
limited by hardware or locatiol

VMware Lab ManagerVMware Lab Manager automates the setup, capttoggge and sharing of multi-machine software
configurations for development and staging envirents. Using VMware Lab Manager, development antké@sns can access
multiple software configurations and virtual maasron demand through a ¢service portal

Support and Services

We believe that our strong services organizatiahfeggquent customer touch points help establishlloystomers that provide references
and help promote our technology across varioussneis. We have implemented a broad services girditat leverages the professional
services organizations of our partners. We hawe edtablished our own services offerings to complgnour partnersservices offerings and
ensure customer satisfaction, drive additionalssated promote renewals and upgrades. Our senvif@sgs include customized solutions and
onsite support that enable us and our channelgrarto provide a positive overall customer expegen

We have established our global customer suppodnizgtion, VMware Global Support Services, to aligth and support our expanding
customer base.

VMware Global Support Service®e offer a suite of proactive, top-quality supgeeitkages backed by industry-leading expertise.
We offer three maintenance programs, Platinum, @olil Silver, that include our support along withigaic minor updates and
enhancements to our products. A majority of ouvesecustomers purchase Platinum support. In additigpghone support, our
customers have access to an online product sugataibase for help with troubleshooting and opematiquestions. These

programs are offered on an annual or multi-yeasstijption basis. Our support teams, located inf@ailia, Canada, Ireland, India
and Japan, provide first response and manage sbkiten of customer issues. In addition, we hawberized certain systems
vendors to provide support for our products onhkmhalf.
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We also offer a range of professional services undeVMware Professional Services offering, whictludes:

VMware Consulting Service VMware Certified Professionals provide-site assistance throughout the virtualization aidoy
lifecycle to accelerate the implementation of ontualization solutions. VMware Certified Profess#éds conduct initial assessme
and upgrade workshops and prepare detailed impletiem project plans. Once customers are readgtéordardization across their
enterprise, VMware Certified Professionals helgdnate virtual infrastructure into enterprise sysend processe

VMware Education Service VMware courses provide extensive he-on labs, case study examples and course matse
Customers work in teams of two on servers locaftsit® using a variety of remote access technoky

Technology Alliances

Consistent with our partner-centric strategy, weehangaged a broad group of hardware and softwareors to cooperatively advance
virtualization technology through joint marketimgpduct interoperability, collaboration and co-depenent. We create opportunity for
partners by enabling them to build products théizatour virtualization technology and create difntiated value through joint solutions.

We have over 200 technology partners with whom rirghjoint offerings to the marketplace. We clagsifir partners as:

Independent Hardware Vendors (IHV We have established strong relationships withdagstem vendors, including IBM, HP,
Dell, NEC, Fujitsu, Fujitsu-Siemens and Sun, fonjaertification and co-development. We also woldsely with Intel, AMD and
other IHVs to provide input on product developminénable them to deliver hardware advancementdérefit virtualization
users. We coordinate with the leading storage a&taarking vendors to ensure joint interoperabilég,well as to enable our
software to access their differentiated functiaga

Independent Software Vendors (IS We partner with leading systems management, iméretsire software and applicatir
software vendors to enable them to deliver valdded products that integrate with our VMware lIstfitacture suite of products. C
Technology Alliance Program facilitates joint sadut creation and coordinated go-to-market actigitidéth our partners. Our ISV
partners have distributed over 400 software apipdioa as virtual appliance

In addition to developing open APIs, formats anot@cols at multiple levels in our products, we pdevsource code access to select
partners in our “Community Source” program to féaik joint development and partner differentiatidfe provide access to our ESX source
code to over 300 developers from more than 30 pestfor joint development projects. We also workwaur industry partners to promote and
foster the adoption of industry standards.

In addition, we and Intel have entered into a maiind customary collaboration partnering agreethatexpresses their intent to
continue to expand their cooperative efforts arooimt development, marketing and industry initi@s. Intel’s investment is intended to foster
strengthened intercompany collaboration toward lacaéng VMware virtualization product adoption brel architecture and reinforcing the
value of virtualization technology for customers.

We invest in testing and certification infrastruettio rigorously ensure our software works wellhwitajor hardware and software
products. We have certified over 200 hardware ptaté and have successfully tested over 60 opersyistgms for use with our solutions. We
believe that the scale and scope of this effaatsgynificant competitive advantage.
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Research and Development

We have made and intend to make significant investmin research and development. We have assewledng group of developers
with system-level and system management softwgrertze. We employ approximately 1,100 profess®iabur R&D organization and over
40% of the developers in the R&D organization hasreanced degrees. We also have strong ties tompadademic institutions around the
world and support academic programs that range &toaned source code for research to sabbaticatgymsgfor visiting professors.

We prioritize our product development efforts tighwa combination of engineering-driven innovatiod austomer and market-driven
feedback. Our research and development cultureglaigh value on innovation, quality and open twtation with our partners. We currently
participate in numerous standards groups. For ebame co-chair the Distributed Management TaslcE@DMTF) working group on System
Virtualization, Partitioning and Clustering and otthe Standard Performance Evaluation Corporg8PEC) working group on virtualization.
We believe the strength of our research and dewsop organization is a competitive differentiator.

Sales and Marketing

We sell and market our products largely througletavork of channel partners, which includes distidlos, resellers, x86 system vendors
and systems integrators, with over 75% of our reedn 2006 derived from this indirect network.

We have established ongoing business relationstithsour distributors. Our distributors purchaséware licenses and software support
from us for resale to end-user customers via resell

A substantial majority of our resellers, namelystdn our VIP reseller network, obtain softwareiises and software support from our
distributors and market and sell them to our eret-gastomers. We offer several levels of memberishqur VIP reseller network depending
on a reseller’'s interest and capability of provgddemand generation, fulfillment, service delivand education to customers and prospects.
We also have certain resellers, as well as sysie@grators, who obtain software licenses and sivsupport directly from VMware. The
VIP network agreements signed by the resellery carobligation to purchase or sell VMware prodwatsl can be terminated at any time by
either party.

We have a direct sales force that complementstwamrel partners’ efforts. Our sales force work$witir channel partners to introduce
them to end-user customer accounts and new sgbestapities. Our channel partners also introduaesaies force to their end-user customers.

In addition, our channel partner network includegain system integrators and resellers trainedcantified to deliver consulting servic
and solutions leveraging VMware products.

Our strategy is to position our products withinaigty of organizations where end-user customeghtonsider buying virtualization
solutions. We provide product training and marlgtssistance to our channel partner network.

We generally do not have long-term contracts orimimn purchase commitments with our distributorseters, x86 system vendors and
systems integrators, and our contracts with thbaarel partners do not prohibit them from offenamrgducts or services that compete with
ours.

One of our distribution relationships is with IngraMicro, which accounted for 29% of our worldwidsvenues in 2006. The agreement
under which we receive the substantial majoritpf Ingram Micro revenues is terminable by eithetypupon 90 days’ prior written notice to
the other party, and neither party has any oblbgettd purchase or sell any products under the aggat The terms of this agreement between
Ingram
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Micro and us are substantially similar to the teohthe agreements we have with other distributexsept for certain differences in shipment
and payment terms, product return rights and ceitaiemnification obligations. No other channeltpar accounted for over 10% of our
revenues in 2006.

Ingram Micro accounted for 23% and another of diammel partners vendors accounted for 11% of reaeimuthe first three months of
2007. No other channel partner accounted for mwae 10% of our revenues in the first three monfHx007.

As of March 31, 2007, we had agreements with muse 8,000 channel partners and employed approXynbtH0 sales and marketing
personnel. We maintain sales offices in 31 cousitrie

We primarily sell our software under perpetualtises, and our sales contracts generally requireisadcustomers to purchase
maintenance for the first year. Software mainteeassold both directly to enalser customers and via our network of channel pestrand th
majority of professional services are sold dirgotlith some professional services sold via our deapartners. Our sales cycle with end-user
customers ranges from less than 90 days to oveardepending on several factors, including the aimd complexity of the customer’s
infrastructure.

The competitive landscape in which we operate thefunot only other software virtualization venddmst, also traditional hardware
solutions. In establishing prices for our produeis,take into account, among other factors, theevalir products and solutions deliver, and
cost of both alternative virtualization and hardevaolutions. We believe the significant numberuwgtomers who also purchase our software
services reflects a clear customer perception gsetoalue of our software services.

Our marketing efforts focus on communicating thedfiés of our solutions and educating our custorrgisdributors, resellers, x86
system vendors, systems integrators, the mediamaigsts about the advantages of our innovatitaalization technology. We raise the
awareness of our company, market our products andrgte sales leads through industry events, prddtitions efforts, marketing materials,
free downloads and our website. On average, ousiteefeceives approximately 400,000 unique visiearsh week, as measured by a third-
party tracking system. We also have created amelbmmunity called VMware Technology Network (VM)tkat enables customers and
partners to share and discuss sales and developesenirces, implementation best practices, andsingtrends among other topics.
Attendance at VMworld, the largest annual industference on virtualization and hosted by VMwdiges grown from approximately 1,400
attendees in 2004 to more than 6,700 attendee®0ié. 2Ve also offer management presentations, sesmama webinars on our products and
topics of virtualization. We believe a combinatiafithese efforts strengthens our brand and enhanodsading market position in our
industry.

Customers

Our customers include 100% of the Fortune 100 amd 84% of the Fortune 1,000. As of January 2007 castomer base for our server
solutions has grown to include 20,000 organizatmfrall sizes across numerous industries. Our custaleployments range in size from a
single virtualized server for small businessespaaithousands of virtual machines for our largegerprise customers. In periodic third-party
surveys commissioned by us, our customers indigate high satisfaction rates with our products arahy have indicated a strong preference
for repeat purchases.

Ingram Micro, one of our distributors, accounted 8% of our revenues in 2006. No other channehpamlaccounted for over 10% of ¢
revenues in 2006. Ingram Micro accounted for 23846, another of our channel partners accounted &, bf our revenues in the first three
months of 2007. No other channel partner accouiatedver 10% of our revenues in the first three therof 2007.
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Competition

The virtual infrastructure market is evolving, ame expect to face increased competition in theréutwe compete with large and small
companies in different segments of the virtualmatinarket, and expect that new entrants will etitermarket and may develop technologies
that, if commercialized, may compete with our pragu

We believe that the key competitive factors inthual infrastructure market include:
» the level of innovation, quality and maturity obguct offerings
» the ability to provide full virtual infrastructuslutions;
» the proven track record of formulating and delimgra roadmap of virtualization capabiliti¢
» pricing of products, individually and in bundle
» the ability to attract and preserve a large insthbbase of customel
» the ability to offer products that support multiplardware platforms and operating syste

» the ability to create and maintain partnering opyaties with hardware and infrastructure softweeadors and development
robust indirect sales channels; ¢

» the ability to attract and retain virtualizationdasystems experts as key employ:t

Microsoft is our primary competitor for virtualizah solutions. Microsoft currently provides prodaititat compete with some of our
entry-level offerings and has announced its intentd provide products that will compete with soofi@ur enterprise-class products in the
future. We have developed our virtualization solog as a software layer between the hardware anapiérating system that is not tied to a
specific operating system. We believe our apprasclifferentiated from Microsoft's and delivers sificant flexibility and superior economic
value to customers.

We also compete with small companies whose produetbased on emerging open-source technologiey$tem virtualization. In
addition, we compete with companies that take diffeapproaches to virtualization. However, wedwaithese solutions offer limited support
for heterogeneous operating system deploymentthémumnore, our VMware Infrastructure suite competh products that provide high
availability clustering, workload management angbregce management.

We also expect to compete with new entrants twitthigalization market, which may include partiesremtly selling our products or our
current technology partners. Many of our curremt filure competitors have longer operating hismrigeater name recognition and greater
financial, sales and marketing and other resoutasdo we. We believe our market leadership, latggomer base, strong partner network,
broad and innovative solutions suite and platfognesstic approach position us favorably to compétrtvely for the foreseeable future.

Intellectual Property

To date, the United States Patent and Trademarikedfas issued us 22 patents covering various &spkour server virtualization and
other technologiesThe granted United States patents will expire b@ginin 2018, with the latest granted patent ergiih 2024. We also
have numerous United States provisional and nowigiomal patent applications pending that coveeptispects of our virtualization and other
technologies.

We have been issued trademark registrations ib/ttied States, the European Community and Japagriogvthe trademarks VMWAR
for use in connection with computer software, dloghand reference materials, and VMWORLD for useannection with educational
seminars. VMWARE also is our registered trademarRustralia, Canada, the Republic of Korea, MexBimgapore and Taiwan. We also
have trademark applications pending to registeMM&/ARE mark in China, India and Israel. In additjove have registered trademarks for
GSX SERVER and P2V in the United States and for NIBALEWORLDS in Japan.
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We also rely on intellectual property protectiosisch as copyrights and trade secrets.

Despite our efforts, the steps we have taken ttept@ur proprietary rights may not be adequataréalude misappropriation of our
proprietary information or infringement of our itlextual property rights, and our ability to polisech misappropriation or infringement is
uncertain, particularly in countries outside of theited States. United States patent filings arenided to provide the holder with a right to
exclude others from making, using, selling or imjmgy in the United States the inventions coveredhayclaims of granted patents. Our gra
United States patents, and to the extent any fytatents are issued, any such future patents magritested, circumvented or invalidated in
the future. Moreover, the rights granted underiaayed patents may not provide us with propriepaogection or competitive advantages, and
we may not be able to prevent third parties frofringing these patents. Therefore, the exact effécur patents and the other steps we have
taken to protect our intellectual property canrmpbedicted with certainty.

Employees

As of March 31, 2007, we had approximately 3,00@leyees in offices worldwide. Of these employeg@gpraximately 1,100 are
engaged in sales and marketing, 1,100 in reseatilevelopment, 500 in support and services andr8fifance, administration and
operations. None of our employees are representéabbr unions, and we consider current employksioas to be good.

Included in the VMware employees as of March 31)728re approximately 375 EMC employees. We conwébt EMC to utilize
personnel who are dedicated to work for VMware dullatime basis. These individuals are locatedauntries in which we do not currently
have a subsidiary and are predominantly dedicatedit marketing efforts. Additionally, we utilizeMEZ employees in India for our R&D. We
use contractors from time to time for temporanjgresents and in locations in which we do not cutliehave subsidiaries. In the event that
these contractor resources were not available,onsotibelieve that this would have a material aswaffect our operations.

Facilities
Our corporate headquarters is located in Palo Aledifornia. We have nine office leases and sulgeas Palo Alto totaling 387,000

square feet of office space. Globally, we havetal wf 39 leases and subleases totaling 610,008redeet at this time, of which 17 are leases
through EMC. Currently, we have no owned properties

In addition, we are presently constructing our mewnporate headquarters in Palo Alto, Californiaobphe consummation of the IPO, we
will purchase from EMC our new headquarter fa@ktfor an amount equal to the cost expended by EMfate in constructing the facilities,
which totaled approximately $127.0 million as ohdB0, 2007. This 462,000 square foot office complil be comprised of six buildings,
which are expected to be completed in 2007 and .28@Bexpect to relocate to our new corporate headeps site from our several existing
Palo Alto offices as the leases on those propegtipge.

We believe that our current facilities, includingraew headquarter facilities, are suitable andjade= to meet our current needs, and we
intend to add new facilities or expand existinglities as we add employees. We believe that slé@tatiditional or substitute space will be
available as needed to accommodate expansion afpauations.

Legal Proceedings

We are a party to legal proceedings which we c@msioutine and incidental to our business. Our rgameent does not expect the results
of any of these actions to have a material advefifeet on our business, results of operationsraritial condition.
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MANAGEMENT OF VMWARE

Executive Officers and Directors
The names of our executive officers and directacstaeir ages as of July 1, 2007 are as follows:

Name Age  Position(s)

Diane B. Green 52 President, Chief Executive Officer and Direc
Carl M. Eschenbac 40 Executive Vice President of Worldwide Field Opevat
Mark S. Peel 49 Chief Financial Office|

Rashmi Gard 42 Vice President and General Coun

Thomas J. Jurewic 42 Vice President of Financ

Joseph M. Tucc 59 Chairman of the Board of Directo

Michael W. Brown 61 Director

John R. Egal 49 Director

David |. Goulder 48 Director

David N. Strohmr 59 Director

Diane B. Greenéhas been a director of VMware since April 2007 ana member of our Mergers and Acquisitions Coremsitt
Ms. Greene is a founder of VMware and has serveét & esident and CEO from its inception in 1998. Greene has also served as an
Executive Vice President of EMC since January 200&. Greene is also a director of Intuit Inc., ayider of business, financial management
and tax solutions for small businesses, consunmets@ecountants.

Carl M. Eschenbachhas been the Executive Vice President of Worldwiidéd Operations at VMware since May 2005. Priojofaing
VMware in 2002, he was Vice President of North AlzeeiSales at Inktomi from 2000 to 2002. He has hid various sales management
positions with 3Com Corporation, Lucent Technolsgiad EMC.

Mark S. Peekhas been the Chief Financial Officer at VMware sifgril 2007. Prior to joining VMware, he servedZanior Vice
President and Chief Accounting Officer of Amazomgdnc. from July 2002. Prior to joining Amazon.camApril 2000, Mr. Peek spent
nineteen years at Deloitte & Touche, the last tsry as a partner.

Rashmi Gardehas been the Vice President and General Couns@lla@re since September 2005. She joined the compa@01. Prio
to joining VMware, she was Senior Corporate Couasé&llectronics for Imaging, Inc., a printing teolosgy company, and was an associate
with Graham & James LLP and Fenwick & West LLP.

Thomas J. Jurewichas been the Vice President of Finance at VMwareesiune 1999 when he joined the company. He astedr
principal financial officer from July 2006 throudtpril 2007. Prior to joining VMware, he was Vicedident of Finance at CMC Industries,
Inc., a contract manufacturer for technology ckent

Joseph M. Tucchas been the Chairman of the Board of DirectoMdMivare since April 2007 and is a member of our Mesgand
Acquisitions Committee. He is the Chairman, Chiréé&utive Officer and President of EMC. Prior tanjoig EMC in January 2000, Mr. Tucci
served as Deputy Chief Executive Officer of Getearil.V., an IT services company, from June 1998uph December 1999 and as Chairman
of the Board and Chief Executive Officer of Wangkal, an IT services company, from December 199Ritee 1999. Mr. Tucci is also a
director of Paychex, Inc., a provider of payrolinian resources and benefits outsourcing solutions.

Michael W. Brownhas been a director of VMware since April 200this chair of our Audit Committee and is a membeowf
Compensation and Corporate Governance CommitteeBMwn has been an EMC
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director since 2005. From August 1994 to July 1997 ,Brown served as Vice President and Chief FangrOfficer of Microsoft Corporation.
He was Vice President, Finance of Microsoft fronriAp993 to August 1994. He joined Microsoft in [@ecber 1989 and served as Treasurer
from January 1990 to April 1993. Prior to joiningdvbsoft, Mr. Brown spent 18 years with DeloitteT&uche LLP in various positions.

Mr. Brown is also a director of Administaff, Ina professional employer organization providing E@w such as payroll and benefits
administration, and Thomas Weisel Partners Graup, b publicly traded investment bank.

John R. Eganhas been a director of VMware since April 200this chair of our Mergers and Acquisitions Commitiee is a member
of our Audit Committee. Mr. Egan has been a marggartner and general partner in Egan-Managed &agpitenture capital firm, since
October 1998. From May 1997 to September 1998 Hgan served as Executive Vice President, ProdactOdferings of EMC. From Januz
1992 to June 1996, he served as Executive Vicaderds Sales and Marketing of EMC. Mr. Egan is agtirector of EMC and NetScout
Systems, Inc., a provider of network and applicaperformance management solutions.

David I. Gouldenhas been a director of VMware since April 2007 ena member of our Audit Committee and our Mergarg
Acquisitions Committee. He is Executive Vice Presidand Chief Financial Officer of EMC. Mr. Gouldserved as EMC’s Executive Vice
President, Customer Operations from April 2004 tmy#st 2006. He served as EMC's Executive Vice Beggj Customer Solutions and
Marketing and New Business Development from Noven20@3 to April 2004 and as Executive Vice Presid&fobal Marketing and New
Business Development from July 2002 to NovembeB280ior to joining EMC, Mr. Goulden served in \vars roles, including as a member of
the Board of Management, President and Chief Oipgré&fficer for the Americas and Asia Pacific, at@®nics N.V.

David N. Strohmhas been a director of VMware since April 200his chair of our Compensation and Corporate Govem&ommitte
and is a member of our Mergers and Acquisitions @dtee. He has been a Venture Partner of GreylecknBrs, a venture capital firm, since
January 2001 and was a General Partner of Grefloonk1980 to 2001. He is also a General Partnsewéral partnerships formed by
Greylock. Mr. Strohm is also a director of EMC amals a director of LEGATO Systems, Inc. from itsriding in 1988 until its acquisition by
EMC in October 2003.

Board of Directors

Our board of directors is currently composed ofrsembers. The board of directors will be dividet itwo groups, Group | and Group
Il. Each director elected by the holders of ClasoBimon stock, voting separately as a class, williésignated Group | Members. The
remaining directors will be designated Group Il Mers. Upon completion of the IPO, Group | Membeilkamnstitute at least 80% of our
board of directors. The board of directors will sizh of at least five Group | Members and one Gridiyember.

Upon the completion of the IPO, the board of dmestwill be further divided into three classes,hngtach class serving for a staggered
three-year term. The board of directors will cohsfgwo class | directors; two class |l directarsd two class Il directors. At each annual
meeting of stockholders, a class of directors kgllelected for a three-year term to succeed tleetdirs of the same class whose terms are then
expiring. The terms of the class | directors, clasérectors and class Il directors will expirpan the election and qualification of successor
directors at the annual meeting of stockholderd Haking the calendar years 2008, 2009 and 20%pertively. On the later of the closing of
the Intel investment, and the earlier of the corigteof this offering and September 30, 2007, caerd of directors will appoint a new board
member, an Intel executive to be designated by #mé acceptable to our board. At that time, owart®f directors will increase the size of the
board pursuant to the provisions of our certificaftencorporation.

A company of which more than 50% of the voting poigeheld by a single entity is considered a “coliéid company” under the New
York Stock Exchange standards. A controlled compaesd not comply with the applicable New York St&cichange corporate governance
rules requiring its board of directors to have
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a majority of independent directors and independentpensation and corporate governance and nomgnedmmittees. Because more than
50% of the voting power of our company will be hBidEMC immediately following the IPO, we will qufy as a “controlled company” under
the rules of the New York Stock Exchange. Immedieialowing the IPO, we will avail ourselves ofdlcontrolled company exception
provided under those rules. However, we plan tamnrily comply with the requirement that we hameiradependent compensation and
corporate governance committee. We are not reqtirethintain compliance with these requirementshénevent that we are no longer a
controlled company, we will be required to haveaarity of independent directors on our board oédiors and to have compensation and
corporate governance and nominating committeesatiegatomposed entirely of independent directonisjestito a phase-in period during the
first year we cease to be a controlled company.

Committees of the Board of Directors
Audit Committee

Our Audit Committee consists of Messrs. Brown, @eunl and Egan. Mr. Brown is the chair of the comamittMessrs. Brown and
Goulden are our Audit Committee financial expeftse New York Stock Exchange corporate governanies mequire that each issuer has an
audit committee of at least three members, andah@tindependent director (as defined in thosesydde appointed to the audit committee at
the time of listing, a majority within 90 days aftesting and the entire committee within one ya#er listing. Mr. Brown is an independent
director. We intend to modify the composition oé ttommittee as needed to continue to comply witketrules.

Our Audit Committee will assist with board overdighi the integrity of our financial statements, @ompliance with legal and regulatory
requirements, our independent auditor’s qualifaraiand independence and the performance of arnaltaudit function and independent
auditor and prepares the report required to begpegpby the Audit Committee pursuant to the rufeb@ SEC for inclusion in our proxy
statement. Our board of directors will adopt ateritcharter for the Audit Committee, which we wilhke available on our website.

Compensation and Corporate Governance Committee

Our Compensation and Corporate Governance Comnaittesists of Messrs. Brown and Strohm, each arpentgent director. Our
Compensation and Corporate Governance Committéeaedmmend compensation for non-employee direcewaluate and set compensation
for the Chairman of our board of directors, ourapive officers and monitor all general compensapoograms. Subject to the terms of our
compensation plans and the consent of the holdersradClass B common stock to the aggregate sizbeoénnual equity award pool pursuant
to the terms of our certificate of incorporationy €ompensation and Corporate Governance Commiitekave complete discretion to
determine the amount, form, structure and impleatént of compensation payable to our employeeseardutive officers, including, where
appropriate, discretion to increase or decreasedmxa to award compensation absent the attainofgeegrformance goals and to award
discretionary cash compensation outside of thenpeters of our compensation plans.

Our Compensation and Corporate Governance Commiitealso oversee and advise the board of directath respect to corporate
governance matters, assist the board of direatddentifying and recommending qualified candiddtesnomination to the board of directors,
make recommendations to the board of directors reitpect to assignments to committees of the bafaddtectors and oversee the evaluation
of the board of directors.

Mergers and Acquisitions Committee

Our Mergers and Acquisitions Committee consistslsf Greene and Messrs. Egan, Goulden, Strohm aod.Mr. Egan is the chair of
the committee. Our Mergers and Acquisitions Coneritteviews with our management potential acquisstidivestitures and investments.

97



Table of Contents

Director Compensation

On June 29, 2007, we granted 40,000 options tdhasecshares of our Class A common stock to eabhabfael W. Brown, John R.
Egan and David N. Strohm, our non-employee diractdfe have not paid any other compensation to mesvdfeur board of directors for
their services as directors. After completion & tRO, our noremployee directors will receive an annual boardinetr of $40,000. In additio
the chairperson of the Audit Committee will receadditional annual compensation of $25,000, antl edteer member of the Audit Committ
will receive additional annual compensation of $0B, The chairperson of the Compensation and Catp@overnance Committee and the
chairperson of the Mergers and Acquisitions Conesittill each receive additional annual compensaifd20,000, and each other membe
these committees will receive additional annual pensation of $10,000. We will also reimburse ovedtors for reasonable expenses in
connection with attendance at board and committeetimgs.

Stock Ownership of Directors & Executive Officers

All of our outstanding common stock is currentlyr@d by EMC and none of our officers or directorsdifieially owns any shares of our
common stock, other than options granted to oureraployee directors on June 29, 2007. The followaide sets forth information as of
June 15, 2007 with respect to the beneficial owripraf EMC common stock by each of our directord arecutive officers, and all of our
directors and executive officers as a group. Tokoawledge, except as indicated in the footnotekitotable or as provided by applicable
community property laws, the persons named indbkethave sole investment and voting power witpeesto the shares of common stock
indicated.

Number of Shares of
EMC

Common Stock OZ?;‘E;:&?L

Name Beneficially Owned®) Shares
Diane B. Green® 1,136,15: *
Carl M. Eschenbac® 134,71¢

Mark S. Peel 0

Rashmi Gard& 53,52( *
Thomas J. Jurewic? 112,00: *
Joseph M. TuccP) 8,889,20! *
Michael W. Brown® 40,00( *
John R. Egaf® 2,160,59. *
David I. Gouldert® 1,928,94. *
David N. Strohm{19) 731,17¢ *
Paul Auvil** 19,27¢

All directors and executive officers as a group ff&tsons)'? 15,205,58 *

* Less than 1%
**  QOur former chief financial officel

(1) All amounts shown in this column include sharestatble upon exercise of stock options currentireisable or exercisable within
days of the date of this table, including, in tlase of our executive officers, options which argilelle to be tendered in the Offe

(2) Ms. Greene is deemed to own 620,000 of these shgreistue of options to purchase these shares;iwbptions are eligible to t
exchanged in the Offe

(3) Mr. Eschenbach is deemed to own 3,885 of tehaees by virtue of options to purchase these shatgch options are eligible to be
exchanged in the Offe

(4) Ms. Garde is deemed to own 9,000 of these sharesthg of options to purchase these shares, whitions are eligible to be exchang
in the Offer.

(5) Mr. Jurewicz is deemed to own 74,194 of théwges by virtue of options to purchase these shatgsh options are eligible to be
exchanged in the Offe
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(6) Mr. Tucciis deemed to own 6,850,000 of these shhayevirtue of options to purchase these shi
(7) Mr. Brown is deemed to own 10,000 of these shayedrtue of options to purchase these she

(8) Mr. Egan is deemed to own 90,000 of these sharesrtue of options to purchase these she

(9) Mr. Goulden is deemed to own 1,390,000 of theseeshay virtue of options to purchase these sh
(10) Mr. Strohm is deemed to own 85,200 of these sHaredrtue of options to purchase these she

(11) Includes 9,132,279 shares of EMC common stock laly owned by all executive officers and direct@s a group by virtue of optio
to purchase these shares. Excludes shares asdb suth individuals have disclaimed beneficial oship.

The address of each director and executive offscear/o VMware, Inc, 3401 Hillview Avenue, Palo AJtCA 94304. The business
telephone number of each director and executivieasffs (650) 427-5000.

Recent Transactions in EMC Common Stock

Based on the information available to EMC as ofeJiis, 2007, the following table sets forth the $estions in shares of EMC common
stock by directors and executive officers of VMwadrging the past 60 days. The information for Mgak and Mr. Strohm is presented under
“Security Ownership of Management of EMC—RecentriBections in EMC Common Stock.”

Number of
Price per
Name Date Shares Share Transaction
Carl M. Eschenbac 5/14/07 1,06¢ $ 11.1¢ Exercise of stock optior
5/14/07 1,06¢ $ 15.5¢ Sale of share
5/14/07 8,93¢ $ 11.1¢ Exercise of stock optior
5/14/07 8,93¢ $ 15.5¢ Sale of share
5/14/07 1,481 $ 127 Exercise of stock optior
5/14/07 1,481 $ 15.5¢ Sale of share
5/14/07 1,66¢ $ 2.2¢ Exercise of stock optior
5/14/07 1,66¢ $ 15.5¢ Sale of share
Rashmi Gard: 4/26/0’ 2,77¢ $ 1.1: Exercise of stock optior
4/26/07 2,77¢ $15.583¢ Sale of share
4/26/07 19,16: $ 1.2 Exercise of stock optior
4/26/0’ 19,16: $15.583¢ Sale of share
Paul Auvil* 5/31/07 16,50¢ $ 17.0- Sale of share

* Our former chief financial office

Compensation Committee Interlocks and Insider Parttipation

None of our executive officers has served as auireor member of a compensation committee of dhgreentity that has an executive
officer serving as a member of our board of directo
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VMWARE'S COMPENSATION DISCUSSION AND ANALYSIS

Named Executive Officers

Our named executive officers are Diane B. Greeresitent and Chief Executive Officer; Thomas Jeuirz, Vice President of Finance;
Carl M. Eschenbach, Executive Vice President of iiwide Field Operations; Rashmi Garde, Vice Pratided General Counsel; and Paul
Auvil, former Chief Financial Officer. These indilials are referred to as the “Named Executive &f$i¢ Mr. Auvil voluntarily terminated
employment on July 13, 2006.

Background

Prior to June 2007, the elements of the compensafithe Named Executive Officers were determinedpproved by EMC.
Accordingly, certain elements of the compensatiaygble to VMware employees, including the Namedchtiee Officers, relate to
compensation arrangements designed by EMC pridute 2007. These compensation arrangements, atheelbmpensation arrangements
have adopted since June 2007 and expect to addphaimtain in the future, are discussed below. Campensation Committee may adopt
new arrangements or alternative arrangements foitpthe IPO in addition to those discussed below.

Objectives of our Executive Compensation Program
It is expected that the objectives of our executiempensation program will be:
» to motivate our executives to achieve our strategperational and financial goa
* to reward superior performanc
» to attract and retain exceptional executives;
» to align the interests of our executives and oocldtolders

To achieve these objectives, our Compensation amgdtate Governance Committee is expected to imphemnd maintain
compensation plans that tie a substantial portfauo executive compensation to the achievemept@fdetermined performance goals and the
price of our Class A common stock. Our Compensafiommittee may adopt other arrangements as it ratgrmdine from time to time to best
meet our compensation objectives.

Elements of our Executive Compensation Program
Overview of Compensation Setting Process

Prior to June 2007, compensation for Ms. Greene, iwlalso an executive officer of EMC, was deteedibhy EMC’s Compensation
Committee. Except as noted below, compensatioM&rGreene was determined by evaluating her raeresponsibility and the competitive
marketplace. EMC’s Compensation Committee did benthmark” Ms. Greene’s compensation to any pdatidavel against the
compensation paid by peer groups, but it did complze elements of her compensation to the competitiarketplace since it reviewed the
compensation paid to similarly situated executiaegeer group companies. For more information erpter group that was considered in
setting Ms. Greene’s compensation, see “Peer Grbelow.

In setting Ms. Greene’s compensation, the EMC Corsgtion Committee also compared the relative wiightof her base salary, cash
incentive bonus opportunities and long-term eggignts and typically placed a strong emphasis ercéish bonus and equity components of
the program. In 2006, base salary and cash bomisrepresented 50% of her annual compensation apyty: In a typical year, her long-term
equity incentives would represent 80% to 90% ofdrerual compensation opportunity. In 2006, EMCrditigrant any long-term equity
incentives to the Named Executive Officers, othantMessrs. Jurewicz and Eschenbach, in lighteofahg-term equity incentives granted in
2005.
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With respect to the Named Executive Officers othan Ms. Greene, EMC’s Compensation Committee waslinectly involved in
setting their compensation, but did approve thetgguvards granted to them by EMC. Prior to thestibation of our Compensation and
Corporate Governance Committee in June 2007, Mse@, together with EMC’s and VMwasdiuman resources departments, determine
compensation levels of these Named Executive Qfibg evaluating each Named Executive Officer's rahd responsibility and the
competitive marketplace. The competitive marketplae these individuals was determined by compattiegcompensation of these individt
to the compensation payable to similarly situategleyees with reference to survey data compiled\fmrth American high technology
companies with revenues of between $1 billion addilion, North American software companies widvenues in excess of $1 billion and
high technology and software companies in the Sandfsco Bay area with revenues in excess of $ibmilAlthough survey data was
reviewed, compensation was not “benchmarked” topamticular level. In 2006, as in prior years, @t emphasis was placed on the cash
bonus and equity components of the compensatioaljp@yo these executives, but salary generallyests a larger portion of their overall
compensation than in the case of Ms. Greene.

Peer Group

EMC’s Compensation Committee, with the assistaridts independent compensation consultant, WatsgattWVorldwide (“Watson
Wyatt”"), reviewed compensation from published temlbgy industry surveys and from EMECpeer group companies for purposes of compi
EMC'’s executive compensation program with marketpces. For 2006, EMC’s compensation peer grouppamies consisted of 20
companies: Accenture Ltd., Adobe Systems Incorpdrainalog Devices, Inc., Cisco Systems, Inc., ©&,, Computer Sciences Corporation,
Dell Inc., Electronic Data Systems Corporation, Glednc., Hewlett-Packard Company, Intel Corporatimternational Business Machines
Corporation, Microsoft Corporation, Network Appl@ Inc., Oracle Corporation, Perot Systems CotmraSeagate Technology, Sun
Microsystems, Inc., Symantec Corporation, and Yathoo

To select the peer group companies, EMC, in coaait with Watson Wyatt, chose companies which cetfor talent within EMC’s
labor markets and which are primarily high techggloompanies with one or more of computer hardwareputer software or technology
professional services businesses. The peer graupamies are reviewed and approved by EMC’s Compiens@ommittee. The majority of
the peers ranged in size from one-half to threesiBMC's size with respect to revenues, marketakigztion and/or employee population.
With respect to decisions pertaining to compengati@id to Ms. Greene, particular attention was jpgithe EMC Compensation Committee to
the software companies in the peer group.

EMC reviewed the executive compensation practi€élseopeer group companies in order to inform tMCECompensation Committee’s
decisions with respect to EMC'’s executive compeaasgirogram. The EMC Compensation Committee didhaske its compensation decisions
with respect to compensation payable to Ms. Greengny particular “benchmark” of compensation aggihat paid by its peer group or any
other companies. Our Compensation and Corporatei@axce Committee, which is in the process of satgan independent compensation
consultant, may select different peer group comgmafiom those selected by EMC and may or may nmsdnto “benchmarkéompensation ¢
any particular level relative to peer companies.

Base Salary

In general, base salaries for the Named Executffiea®s are determined by evaluating the respolités of the executive’s position, the
executive’s experience and the competitive markel The competitive marketplace was determineld tivéé use of survey data, as described
under “Overview of the Compensation Setting Proédagture base salary adjustments are expecteak®inhto account changes in the
executive’s responsibilities, the executive’s parfance and changes in the competitive marketpBftective January 1, 2007, Mr. Jurewicz’s
salary was increased by $5,000 and Ms. Garde’sdmagy was increased by $7,500 in light of thediecdescribed above.
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Cash Bonus Plans

The Named Executive Officers, as well as many oferaployees, participate in our Company Bonus Riogior the Bonus Program. 1
annual target bonus opportunity under the Bonugrarn has two components, the Revenue and ProfitriBation Plan and the Management
by Objectives Plan, or MBO. Although we do not sfieglly “benchmark” compensation at any particulevel relative to our peer companies,
we rely on survey data (including data on baserigslabonus and on-target earnings to positiortaat compensation, including the variable
compensation component (i.e., incentive bonus asyaad levels that are competitive with aggregatamensation provided to executives in
similar positions at companies with comparable neeelevels and within comparable geographic aredsralustries. Generally, 50% of a
Named Executive Offic's aggregate bonus opportunity is tied to the aarieent of the Company’s goals under the Revenudaofit
Contribution Plan (or, in Mr. Eschenbach’s case,gbals under the bookings compensation arrang¢mett50% of the aggregate bonus
opportunity is tied to the achievement of the exieels goals under the MBO. However, for Ms. Greerie of her aggregate bonus
opportunity is tied to the achievement of the gagidder the Revenue and Profit Contribution Plan28fb of her aggregate bonus opportunity
is tied to the achievement of her goals under tiBOM

Revenue and Profit Contribution Plan

Bonus opportunities under the Revenue and Profitti@mtion Plan are directly linked to our revergaals and our profit contribution
goals. Profit contribution is calculated by takiB§AP operating profit, and adding back or subtragtias the case may be, amounts relating to
stock-based compensation, certain charges from E®rtization of intangibles, including in processearch and development charges, and
the net impact of the cash elements of capital&z#tivare development costs calculated pursuanF&S36. Bonuses are payable based upon
our achievement of both revenue and profit contidutargets for the first and second halves oheagar. Revenue and profit contribution
were chosen as the metrics under this plan bed¢hease are key metrics that drive our businessniframum of 80% of each of the targets is
not achieved for each six-month performance penodyonuses are payable out under the Revenuerafid@ntribution Plan. In addition, as
set forth in greater detail below, for all of ouafed Executive Officers, including Mr. Eschenbath,minimum of 80% of each of the
revenue and profit contribution targets is not aebd for each six-month performance period, no MiB@uses are paid.

Bonus payments under the plan are determined biiplyirig a participant’s bonus target by one-hdlffee sum of the plan’s revenue
factor and profit contribution factor. The reverfaetor is determined by dividing the revenue perfance by the revenue target, except that the
revenue factor is increased by 2.5% for every 1%vbigh the revenue target is exceeded. The profitribution factor is determined by
dividing the profit contribution performance by thefit contribution target. The maximum revenuetéa and profit contribution factor are
each 150% of the applicable target, such that tweémum amount of bonus payments would be madetifshperformance equals or exceeds
150% of target. The first half revenue and pradibizibution targets for 2006 under the RevenueRnudit Contribution Plan were
$257,400,000 and $67,600,000, respectively; therskbalf revenue and profit contribution targets@006 were $337,530,000 and
$82,410,000, respectively. Ms. Greene’s target basius opportunity under the Revenue and Profiti@mrtion Plan was $262,500 for 2006,
with $131,250 for each of the first and second &si\Ms. Greene received a first half payment oB$183 because VMware achieved 112.1%
of its revenue target and 122.4% of its profit cimition target for the first half of 2006; Ms. @ree received a second half payment of
$196,426 because VMware achieved 124.6% of itswev¢arget and 149.3% of its profit contributiorgt for the second half of 2006.
Bonuses payable under the Revenue and Profit ®atish Plan were calculated in the same mannehfother Named Executive Officers
who participated in the plan, except that Mr. Alsvilrst half 2006 bonus was capped at his first tamget bonus under the plan. The bonus
opportunity for the first and second halves of 2@@8e equal to the 50% of the annual targets f0620r each of the Named Executive
Officers who participated in the Revenue and P@fintribution Plan.
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The bonuses earned under this program for 2008edf®rth in the “Summary Compensation Table” (NEmquity Incentive Plan
Compensation Earnings) and, as noted above, repirasieievement of more than 100% of the profit dbation target and the revenue target
for 2006. The threshold, target and maximum bompgodunities for each of the Named Executive Officer 2006 are set forth in the table
entitled “Grants of Plan Based Awards.”

Mr. Auvil was not eligible for a second-half borass a result of his voluntary termination of empla&yrnin July 2006. Mr. Eschenbach
does not participate in the Revenue and Profit @mtion Plan portion of the Bonus Program sincehsicipates in a revenue bookings
compensation arrangement, as described below.

The 2007 annual bonus opportunity for each of taemBid Executive Officers who participate in the Rexeand Profit Contribution Plan
are unchanged from 2006, except that the revemaprafit contribution targets have been increasdbstantially for 2007. These targets have
been set in connection with EMC's board of direstaonsideration and approval of our 2007 annuatating plan.

Management by Objectives Plan

The MBO provides many of our employees, including Mamed Executive Officers, with the opportunityeiarn first- and second-half
cash bonuses contingent upon corporate achieveshemtenue and profit contribution targets andviatlial achievement of performance gc¢
over the same period. The primary purpose of theéONMBto focus our employees on the completion afigthat will help us achieve our long-
term strategic objectives. For each of our Nameekchtive Officers, including Mr. Eschenbach, thedimg of the MBO for 2006 and 2007 is
tied to the achievement of the revenue and profitribution targets under the Revenue and ProfittGlaution Plan.

Performance of at least 80% of each of the revamdeprofit contribution targets under the Revemuet Rrofit Contribution Plan is
required in order for the MBO to be funded. Additadly, achievement of at least 80% of the MBO gdml®quired to receive the threshold
level of MBO bonus; if the executive achieves perfance at or above the 80% threshold level, bsttlesn the target level of performance,
executive’s MBO bonus payment will be equal to¢beresponding percentage of the target MBO amdurd.number of goals that may be
assigned under the MBO for each six-month perigdweaty, as well as the relative weighting assigteetthe goals. The number of individual
performance goals assigned to the Named Execufifige® in the first and second halves of 2006 e@rbut typically between four and eight
individual performance goals were assigned in e&cimonth period. Individual performance goals aered to product development,
expanding market opportunities, developing strategiiationships with other companies, the perforreanf the group or area over which the
Named Executive has authority and specific findruligectives.

Except as noted below, each of our Named Exec@ffieers, received their target bonuses for thet faind second halves of 2006 under
the MBO because they achieved all of their indigidoerformance goals and because the MBO wasfiuliged as the revenue and profit
contribution targets under the Revenue and Prafitt@bution Plan were exceeded. Mr. Auvil receieepgayment equal to 80% of his first-half
target since not all of his individual performamgmeals were achieved. Mr. Auvil was not eligible osecond-half bonus given his termination
of employment in July of 2006.

Although achievement of the MBO goals for eachhef Named Executive Officers requires significard anstained effort, it is expected
that individual performance goals under the MBJ i achieved by the Named Executive Officers aistprically, these goals have been
achieved by the Named Executive Officers.

Bookings Compensation Arrangement

Mr. Eschenbach also participates in our worldwidekings compensation arrangement under which bkgible to receive commissions
based on bookings in the first and second halvesci year. For the first half of

103



Table of Contents

2006, Mr. Eschenbach could earn a commission of25®1if target bookings were achieved, which réfldca commission rate determined as
the ratio of the target bonus commission dividedh®gybookings target for the 6-month performanagopgthe “Commission Rate”). For
performance in excess of the first-half bookinggéaand up to 110% of the firealf target, the Commission Rate was doubled fdvabkings

in excess of 100% of target, and for performanoexitess of 110% of target, the Commission Ratetsg@ed for all bookings in excess of
110% of target. Since bookings in the first hal26D6 exceeded the target, Mr. Eschenbach recaifiest-half payment $67,545. For the
second half of 2006, Mr. Eschenbach could earmantission of $61,250 if target bookings for the setbalf of 2006 were achieved and
could also receive increased commissions for perdoice in excess of target, as described abovee $omkings in excess of the second half
target were achieved in the second half of 2006 ,BBdchenbach received a second half payment $129TH@re is no maximum payout under
the arrangement because the commission bonusligtievenue bookings which are not capped. Thé&ibge targets were set in connection
with EMC's board of directors’ consideration angegval of our operating plan for 2006. Mr. Eschestba targets were set at levels which, in
the board’s view, could probably be achieved witktained effort. Mr. Eschenbach’s bookings targeise challenging, and though viewed as
achievable, were by no means certain to be achjgagticularly in light of the high rates of growtthich we have experienced over the recent
number of years, resulting in a higher degree okuinty as to whether those same rates of groathbe achieved in the future.

Mr. Eschenbach also received a discretionary bontlee amount of $112,500 from EMC'’s Chief Execat®fficer in recognition of his
strong performance in 2006.

The design of Mr. Eschenbach’s revenue bookingspemsation arrangement for 2007 is generally unabdnexcept that: (i) effective
April 1, 2007, Mr. Eschenbach can earn first antbad commissions of $100,000 if the applicable lagk targets are achieved and (i) the
bookings targets have been increased substanfiédeyCompensation and Governance Committee apptbeedcrease in the amount of
commissions which could be earned by Mr. Eschenbdehachieves the new bookings targets estaldlisineler our 2007 operating plan to
ensure that his cash compensation opportunityrimmeensurate with the competitive market and appatglsi reflects his contributions and
leadership in driving VMware’s strong financial f@mance, while continuing to require significaffoet to achieve the bookings targets and
targeted bonus payout.

Long-Term Equity Incentives

We believe strongly that equity awards will aligre interests of our employees with those of owldtolders. To facilitate this alignme
our board of directors adopted the 2007 Equity lacéntive Plan on June 5, 2007 and has authorildedtfer, which will allow our eligible
employees to tender restricted EMC stock or veatetlunvested EMC Options for restricted VMware lstocunvested VMware options,
respectively.

In June and July 2007, we made broad-based equéyda to our employees to help us achieve ouregfi@bbjectives by:
* motivating our employees, including the Named ExigeuOfficers, to achieve our financial goe
» promoting retention through the use of mr-year vesting schedules; a
» aligning the interests of our employees, includimg Named Executive Officers, with our stockholdeesause the value of our
equity awards will be tied to increases in the gadfiour Class A common stoc

Our employees, including the Named Executive Offichave also been granted EMC stock options, EM&riRted Stock and EMC
performance-accelerated restricted stock, or PARB006, the only Named Executive Officers to reeesquity awards from EMC were
Messrs. Jurewicz and Eschenbach. EMC has not granteequity awards in 2007 to the Named Execu@ffecers in light of the adoption of
our 2007 Equity and Incentive Plan.
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The stock options granted by EMC to our Named EtteeDfficers vest at the rate of 20% per year acheof the first five anniversaries
of the grant date, subject to the recipient’s cargd employment. The stock options were grantel antexercise price equal to the underlying
value of EMC stock on the date of grant. In 2008, Mirewicz was granted an option to purchase P0s@res. In 2006, Mr. Eschenbach was
granted a stock option to purchase 125,000 sharksa sestricted stock award covering a total of, Q@8 shares. Subject to continued service,
one-third of the restricted shares will vest onheafcthe first three anniversaries of the daterahy Mr. Eschenbach was granted these equity
awards in light of retention concerns and in redtgm of his responsibilities and performance.

In 2004, the only Named Executive Officer to bendeal PARs was Ms. Greene. EMC granted PARs td éfleoNamed Executive
Officers in 2005. The PARs granted by EMC to thendd Executive Officers and to our other employeest ©n the fifth anniversary of their
grant date, subject to the continued employmeth@fiward recipient. A portion of the PARs may \&sin accelerated rate, generally with
respect to one-third or one-quarter of the undegyshares in each of the first three or four yéalfewing grant, if annual performance goals
are met. In 2004, Ms. Greene was granted 137,5@sPAhe EMC Compensation Committee approved theleeted vesting of one-third of
these PARs in respect of 2006 performance sincaclieved the combined first- and second-half targetier the Revenue and Profit
Contribution Plan.

The PARS granted in 2005 to the Named Executivec@¥ required VMware to achieve profit contribuatiaefined as net income before
taxes, interest expense and amortization of intdegissets, of $143 million and revenue of $500ianilin 2006 in order for the 2006 tranche
of the award to vest on an accelerated basis. Tgeas were established in 2005. Since these tavgete achieved, the 2006 tranche of these
awards vested on an accelerated basis. In theo€ase Eschenbach, the accelerated vesting of 3D¢gidhe PARs granted to him in 2005 w
subject to EMCs achievement of earnings per share targets. &l achieved its 2006 earnings per share targéB afents, the 2006 tranc
of this award vested on an accelerated basis.

As described below under “Exchange Offer,” VMwaneptoyees may tender their EMC equity awards for Vvievequity awards.
Through May 2007, the terms and conditions andtbe of the equity awards granted to the Named @Erex Officers were approved or
determined by EMC. Since June 2007, the terms andittons and the size of VMware equity awards Hasen, and in the future will be,
determined or approved by our Compensation anddatp Governance Committee, subject to the corfehe holders of our Class B
common stock to the aggregate size of the annuétyegward pool pursuant to our certificate of irmaration.

2007 Equity and Incentive Plan

Our board of directors adopted the 2007 Equity lasdntive Plan on June 5, 2007. The plan is a ceh®rsive incentive compensation
plan which permits us to grant both equity-basetirzon-equity based compensation awards to emplamidependent contractors of
VMware and its subsidiaries, to certain employddsMC who are assigned to perform services excklgifor VMware and to our directors.
The purpose of the plan is to attract, motivate rtain such persons and to encourage stock owipérglsuch persons, thereby aligning their
interest with those of our stockholders.

Awards under the 2007 Equity and Incentive Plan bejn the form of stock options (either incentsteck options or non-qualified
stock options), or other stock-based awards, inctudwards of restricted stock, restricted stociksusind stock appreciation rights. The plan
also provides for the grant of cash-based awards fallowing is a summary of the principal typesaofards available under the plan:

» Stock Options Stock options represent the right to purchaseeshafrour Class A common stock within a specifiedqu of time a
a specified price. The exercise price for a stqufiom will be not less than 100% of the fair markatue of the common stock on
date of grant. Stock options will have a maximunmtef ten years from the date of grant. Stock aptigranted may include those
intended to bf‘incentive stock optior” within the meaning of Section 422 of the Ca
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» Restricted Stock and Restricted Stock Ui Restricted stock is a share of our Class A comatock that is subject to a risk
forfeiture or other restrictions that will lapsebgect to the recipient’s continued employment @ @itainment of performance goals.
Restricted stock units represent the right to rexehares of our Class A common stock in the fufpreash determined by
reference to the value of our Class A common stogkh the right to cash or future delivery of thigares also subject to the
recipien’s continued employment or the attainment of peréoroe goals

» Stock Appreciation RightsStock appreciation rights entitle the holder upaarcise to receive cash or shares of our Class A
common stock having a value equal to the exce§3 thfe value of the number of shares with respaethich the right is being
exercised (which value is based on fair marketealuthe time of such exercise) over (ii) the eserprice applicable to such
shares. The exercise price for a stock appreciaiitm will be not less than 100% of the fair marielue of our Class A common
stock on the date of grat

» Other Stock-Based or Cash-Based Awar@sir Compensation and Corporate Governance Conamnililebe authorized to grant
awards in the form of other stock-based awardglwracashbased awards, as deemed to be consistent withutheges of the 20(
Equity and Incentive Plan. The maximum value ofahjgregate payment with respect to cash-based awacter the 2007 Equity
and Incentive Plan in respect of an annual perfaoceaeriod is $5 millior

The maximum number of shares reserved for the grasettlement of awards under the 2007 Equitylandntive Plan is 80 million, and
not more than 3 million shares may be granted yopden participant under the plan in any twelve-thgoeriod, subject in each case to
adjustment in the event of a dividend or otherritigtion, recapitalization, stock split, reversditspeorganization, merger, consolidation, spin-
off, combination, repurchase or share exchangéhar gimilar corporate transaction. In additiorite shares referenced in the preceding
sentence, the shares subject to awards grantedamit® this Offer will be issued under the planyAshares subject to awards which are
cancelled, forfeited or otherwise terminated oisfi@d without the issuance of shares will agairabailable for grants under the plan.

Our Compensation and Corporate Governance Comnaitheenisters the 2007 Equity and Incentive Plare Tompensation and
Corporate Governance Committee has the abilitgatect individuals to receive awards; select tipesyof awards to be granted; determine the
terms and conditions of the awards, including thenber of shares, the purchase price of the awardkrestrictions and performance goals
relating to any award; establish the time whenativards and/or restrictions become exercisable ordapse; determine whether options will
be incentive stock options; and make all otherrd@teations deemed necessary or advisable for thrérastration of the plan. The
Compensation and Corporate Governance Committeegnaayy awards which, in the event of a “changeoimtiol” of VMware, become fully
vested and exercisable.

Under the 2007 Equity and Incentive Plan, awardsganerally non-transferable other than by wilbgithe laws of descent and
distribution. However, our Compensation and Corfgofdovernance Committee in its sole discretion grayt transferable nonqualified stock
options that upon becoming fully vested and exaltes may be transferred to a third-party pursuaaintauction process approved or
established by VMware.

Our board of directors may amend, alter or disecnithe 2007 Equity and Incentive Plan, but no aimemt, alteration or
discontinuation will be made that would impair tights of a participant under any award grantedhait such participant’s consent. In
addition, stockholder approval may be required wétspect to certain amendments, due to stock egehanes or requirements of applicable
law. The 2007 Equity and Incentive Plan, unlessisoterminated by our board of directors, will rémia effect through the tenth anniversary
of its adoption.

In anticipation of becoming a public company, imdwand July 2007, our Compensation and Corporatei@ance Committee made
broad-based grants to our employees of optionsitchpse 35,679,411 shares of Class A common stitblkaw exercise price of $23.00 per
share and issued 452,676 restricted stock unitsrund
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the 2007 Equity and Incentive Plan. Subject to ioomtd employment, 25% of the stock options willtvas the first anniversary of the grant
date and the remaining 75% of the stock optionswest in equal monthly installments thereafterrabeee years. Our active Named Executive
Officers, as well as Mr. Peek, our Chief Finan€#ficer, received the following stock option grants

Shares Subject ti

Name Stock Options

Diane B. Green 1,000,00!
Carl M. Eschenbac 350,00(
Mark S. Peel 250,00(
Rashmi Gard 200,00(
Thomas J. Jurewic 100,00

Additionally, on June 29, 2007, we granted 40,0pfloms to purchase shares of our Class A commaik stith an exercise price of
$23.00 per share to each of Michael W. Brown, JhEgan and David N. Strohm, our non-employee threc The stock options are
immediately exercisable upon grant and will terneni&not exercised within one year of the grarted&hares acquired upon exercise of these
options will be subject to our right of repurchasehe per share exercise price if the directonteates service other than for death or disab
The repurchase right will lapse with respect to-timied of the shares on each of the first three\arsaries of the grant date.

Employee Stock Purchase Plan

On June 5, 2007, our board of directors adopteehgployee stock purchase plan that is intended tubéfied under Section 423 of the
Code. A total of 6,400,000 shares of our Class #ehwas reserved for issuance under the plan.riimel@lan, our employees will be able to
purchase shares at the lower of 85% of the faiketaralue of the stock at the time of grant or 8&0%he fair market value at the time of
exercise. Options to purchase shares will firsgjfzated under our employee stock purchase plahedate the IPO is consummated and will
be exercisable on December 31, 2007. Thereafténrzpto purchase shares will be granted twicelyean or about January 1 and July 1, and
will be exercisable on or about the succeeding Binher December 31.

Retirement Benefits

Our employees, including our Named Executive Officare not provided with a defined benefit pengilam or any supplemental
executive retirement plans, nor do we or EMC prewtte Named Executive Officers with retiree hebkhefits. Our employees, including our
Named Executive Officers, currently may participat&MC's 401(k) plan. This plan provides for a matchimgibution of 6% of the
employee’s contribution, up to a maximum of $3,p@0 year. The 401(k) plan is provided as a standkmient of compensation in the
marketplace, designed to assist employees witteraéint savings in a tax-advantaged manner. A nragatantribution is made to attract and
retain employees and because it provides an additincentive for employees to save for retirem#ris expected that shortly after the
consummation of the IPO we will adopt a 401(k) flamour employees and this plan will be similadiesign to EMC’s 401(k) plan.

Perquisites

Except for reimbursing moving expenses and progidar temporary relocation expenses, we do notigeany perquisites to our
Named Executive Officers. These limited perquisétesprovided to attract executives to Palo Alteegithe high cost of relocating to the P
Alto area.

107



Table of Contents

Post-Termination Compensation

Except for Mr. Jurewicz, who is entitled to a serere payment equal to three months of his annialyséhis employment is terminated
without cause, we do not have “change in contrgfeaments or any severance agreements with our tNBxerutive Officers that provide for
benefits upon termination of employment or upotange in control. However, death benefits are pled/ito our employees by EMC, and
EMC equity awards granted to our employees wilt wegvent of death, disability or retirement. bidéion, EMC equity awards held by our
employees will vest in accordance with EMC’s 20@8c& Plan in limited circumstances, such as whéks liquidated or dissolved, or if
EMC is not the surviving corporation to a merged #me surviving corporation does not issue replasgrawards.

Tax Deductibility

Section 162(m) of the Internal Revenue Code gelyatadallows a tax deduction to public corporatidoscompensation greater than $1
million paid for any fiscal year to the corporati®chief executive officer and four other most Higbpompensated executive officers as of the
end of any fiscal year. However, performance-basgdpensation is not subject to the $1 million déidadimit if certain requirements are
met. Our Compensation and Corporate Governance @tgermay consider the impact of Section 162(m)mtiesigning our cash and equity
bonus programs, but may elect to provide compersdtiat is not fully deductible as a result of 8sttl62(m) if it determines this is in our
best interests.

Hedging Policy

We have adopted a policy prohibiting any of ouediors or employees, including the Named Execu@@ifficers, from “hedging” their
ownership in shares of our common stock or otheitgdpased interests in us, including by engagimghort sales or trading in derivative
securities relating to our common stock.

Allocation Between Forms of Compensation

In setting compensation for the Named Executivéd@f§, EMC does not have a formal policy for altiroga certain percentage of
compensation between long-term and currently paiccompensation. However, EMC has emphasized leng-equity incentives for its key
employees. These incentives represent a largeopasfithe compensation opportunity provided toNlzened Executive Officers. We expect
that our Compensation and Corporate Governance Qbeenwill place a similar emphasis on long-ternuiggincentives, and like EMC, will
not adopt a formal policy for allocating betweesltand non-cash compensation. The Named Executfiee@ did not receive any non-cash
compensation from EMC in 2006 other than shardsM€’s common stock. Except for non-cash compensaiayable in shares of our
Class A common stock, we do not expect that cash compensation will make up more than a de nirartion of the compensation paya
to the Named Executive Officers.

Material New Hire

In April of 2007, we hired Mark Peek as our Chigidncial Officer at an annual base salary of $400 &nd with an annual bonus target
of $225,000 under the Bonus Program. Mr. Peek vede sign-on bonus of $67,000 net of taxes anldedgkive relocation assistance of
$7,000 per month for the first 24 months of his Epment. We also agreed to grant Mr. Peek optiormurchase 250,000 shares of our
Class A common stock on the date of the consummatfithe IPO; however, since our Compensation amgh@ate Governance Committee
decided to grant stock options in advance of tl@, tRese options were granted to Mr. Peek on Jugeas.

In respect of equity that Mr. Peek forfeited whenléft his prior employer, EMC had agreed to gidntPeek EMC Restricted Stock
awards with a value equal to the value of the stitions and restricted stock that Mr. Peek foefitMr. Peek subsequently agreed that in lieu
of these EMC equity awards he would instead betgcb#33,216 VMware restricted stock units under2®@7 Equity and Incentive Plan.

Mr. Peek’s
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restricted stock units have terms that provide3tgear cliff vesting, with the opportunity for orleird of the restricted stock units to vest on the
first two anniversaries of the grant date if thgéds under the Revenue and Profit Contributiom Rda the second half of 2007 are achieved. In
addition, the restricted stock units will immedigteest if, following a change in control of VMwarbir. Peek’s employment is terminated
without cause or Mr. Peek terminates his employrbeptuse his duties have been diminished suclnéhad longer serves as a chief financial
officer of a public company. These restricted stook awards were granted to Mr. Peek to recruit from his prior employer. Going forward,

it is not expected that the structure or amourti®tompensation will be materially different frahat provided to our Named Executive
Officers.
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COMPENSATION OF VMWARE EXECUTIVE OFFICERS

Summary Compensation Table

The table below summarizes the compensation infoomén respect of VMware’'s Named Executive Offeéor the fiscal year ended
December 31, 2006. The amounts shown in the Steekrds and Option Awards columns show the cost néized under FAS 123R in respi
of awards from prior years, not the actual amopaid to or realized by the Named Executive Offigar@006. For more information on FAS
123R, see footnote 1 below.

Change in
Pension
Value and
: Nonqualified
Non-Equity
Stock Option Incentive Plan Co?n%fs:]rseadtior All Other
Name and Salary Bonus Awards @ Awards 1) compensation@ Earnings ~ Compensation®® Total
Principal Position Year ($) ($) ($) ($) (%) ($) ($) (%)
Diane B. Green 200€ 350,00( — 4,222,82. 1,394,56 449,70¢ — —  6,417,09
President and Chief Executive
Officer
Thomas J. Jurewicz 200€ 207,50( — 203,59¢ 20,96: 68,95¢ — 3,00C 504,01°
Vice President of Finant
Carl M. Eschenbac 200€ 355,00 112,504 921,53: 134,59¢ 319,78: — 3,00C 1,846,40:
Executive Vice President of
Worldwide Field Operation
Rashmi Garde 200€ 250,00( — 326,02 17,15( 89,19¢ — 3,00C 685,37
Vice President and General
Counsel
Paul Auvil® 200¢ 151,87! — 58,33 37,27 49,50( — 2,25( 299,23:

Former Chief Financial Office

(1) The amounts shown represent the compensation foodisancial reporting purposes of previously geghEMC stock awards and EM
stock options recognized for the year ended DeceBhe2006 under FAS 123R, rather than an amoudttpar realized by the Named
Executive Officer. The FAS 123R value as of thengdate for stock awards and stock options is spoear the number of months of
service required for the grant to become non-ftaféeé. The amount disclosed disregards estimatésfeftures of awards that are
otherwise included in the financial statement répgrfor such awards. Ratable amounts expensestdok awards and stock options that
were granted in years prior to 2006 are also regftem this column. There can be no assurancahlbaAS 123R amount will ever be
realized. Given his termination of employment, Muvil forfeited 150,000 shares of restricted stackl stock options for 100,000 shau

(2) Represents incentive compensation earned for shealfyear ended December 31, 2006 under the Bagsa. $87,500, $22,00
$28,750, $122,500 and $37,500 was earned unddiB@ component of the Bonus Program by Ms. Greerre Advil, Mr. Jurewicz,
Mr. Eschenbach and Ms. Garde, respectively. $382 £97,500, $40,209, and $51,694 was earned uhddrévenue and Profit
Contribution Plan component of the Bonus Progranvisy Greene, Mr. Auvil, Mr. Jurewicz and Ms. Gardespectively. Mr. Eschenbach
earned $197,281 under his revenue bookings compamsarangement. For more details on the Bonugiaro, see “VMware's
Compensation Discussion and Anal—Cash Bonus Plar”

(3) Represents a matching contribution to the EMC 40ai&n.
(4) Represents a discretionary bonus paid to Mr. Edmm@nat the discretion of EN's Chief Executive Officel
(5) Mr. Auvil voluntarily terminated employment on Jul, 2006
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Grants of Plan-Based Awards

The following table sets forth information concerminon-equity incentive plan grants to the Nameeddaxive Officers during the fiscal

year ended December 31, 2006. The-equity incentive plans consist of the bonus plaas are described in “Compensation Discussion and
Analysis—Cash Bonus Plans.” The actual amountszeshin respect of the non-equity plan incentiveaeds in respect of the 2006 fiscal year
are reported in the Summary Compensation TablerthdeNon-Equity Incentive Plan Compensation colufiitre table also sets forth
information with respect to stock awards and optwmards granted by EMC during the fiscal year erildedember 31, 2006.

All
Other Grant
Estimated Possible Estimated Future Stock All Other ;
h . Date Fair
Payouts Under Payouts Under Awards: Option Exercise
] . ! . Value of
Non-Equity Incentive Equity Incentive Number  Awards: or Base Stock
Plan Awards Plan Awards of Share«  Number of Price of and
of Stock  Securities Option Option
Grant  Threshold Target Maximum Threshold Target Maximum or Underlying Awards 1
Name Date ) ®) ©) #) #) #) Units #) Options (#)  ($/Sh) Awards ¥
R N/A 70,000 87,50 87,502 - = — — — — —
N/A 210,000 262,50 393,75
Thomas J. Jurewicz 5/3/200¢ - = — — 2000 1337 9320
N/A 24,900 31,12 31,1242
N/A 24,900 31,12 46,68
Sl 5/3/200¢ - = — 125000 1250009 1337 2,254,34
N/A 98,000 122,500  122,50(%
N/A NA  NA N/A®)
Rashmi Garde N/A 30000 37,50 37,50 - = — — — — —
N/A 30,000 37,500 56,25(%
R N/A 44,00 5500 550002 — — — — — — —
N/A 44,000 55,000 82,50(%

(1) This column reflects the grant date fair value cated in accordance with FAS 123(R) of the stockaspand restricted stock grants in this ta

(2) The amounts shown in the threshold and targieitns reflect the amounts that would be paidefitidividual and corporate goals were achievediéfirst and second halves of 2006
under the MBO pursuant to the Bonus Program athttesshold 80% level and the target 100% level. d&meunts in the target and maximum columns areaheecause the MBO
does not provide for any additional payments fagrachievement of goals. For more information onMiBO, see “WMware’'s Compensation Discussion andipsia—Cash Bonus
Plans”

(3) The amounts shown in the threshold, targetraagimum columns reflect the minimum, target and imam bonuses payable under the Revenue and PunfiriBution Plan pursuant
to the Bonus Program for the first and second lsabfe2006. The threshold payment is 80% of theetalognus payment and the maximum bonus paymes0i% bf the target bonus
payment. For more information on the Revenue anditRZontribution Plan, se“VMware’s Compensation Discussion and Anal—Cash Bonus Plar”

(4) Mr. Jurewicz was granted stock options for 20,0@&res. Or-fifth of these stock options will vest on the fifste anniversaries of the date of grant subjectawntinued employmen
(5) Mr. Eschenbach was granted stock options f&;ad0 shares and was granted 125,000 shares o¢texbsistock. One-fifth of these stock options wilist on the first five anniversaries
of the date of grant subject to continued employtm®ne-third of the restricted shares will vest on thetfthree anniversaries of the date of grant, stibjecontinued employmer
(6) The amount shown in the target column refldotsamount that would be paid under Mr. Eschenlsa@venue bookings compensation arrangement tatiget were met. There is no

minimum or maximum payout under the arrangemenabse the bonus is tied to revenue bookings whiemar subject to a floor or a c¢
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Outstanding Equity Awards at Fiscal Year-End

The following table sets forth information conceriEMC stock options and EMC stock awards heldigyNamed Executive Officers
of December 31, 2006. The market and payout vdhrasnvested stock awards are calculated basedhuariet value of $13.20 per share (the
closing market price of EMG’common stock on December 29, 2006) multiplietheynumber of shares subject to the award. Allkstgtions
shown in this table vest at the rate of 20% per pear the first five years of the ten-year optierm, subject to the Named Executive Officer’s
continued employment. For more information on egaivards made to the Named Executive Officers Ssaripensation Discussion and
Analysis—Long-Term Equity Incentives.”

Option Awards Stock Awards
Equity
Incentive
Equity Plan
Incentive  Awards:
Plan Market
Awards:  or Payout
Number
Equity of Value of
Incentive Unearnec Unearnec
Plan
Awards Number Shares, Shares,
Number of Number of of Shares Market Units or Units or
Securities Number of Securities or Units Value of Other Other
Underlying Securities Underlying of Stock Shares or Rights Rights
Unexercisec  Underlying Unexercisec  Option Held Units of That That
Unexercised Exercise Option That Stock Held Have Not Have Not
Options Options Unearned Expiration Have Not That Have
#) #) Options Price Vested Not Vested Vested Vested
Name Exercisable Unexercisable #) ($) Date ™ (#) ($) (#) ($)
Diane B. Greene 80,00  320,00(® —  14.4¢  7/22/201' 541,66( 7,149,99 — —
160,00( 240,00(® — 12.8¢ 10/28/201.
200,00( 300,00® — 11.1¢ 4/29/201:
Thomas J. Jurewicz — 20,00(® — 1337 5/3/201¢ 30,00(M  396,00( — —
3,00( 4,50(® — 11.1¢ 4/29/201:
26,63: — — 1.27 4/14/201:
12,42¢ — — 1.27 5/16/201.
26,63: — — 1.27 1/17/201.
Carl M. Eschenbach — 125,00(® — 1337 5/3/201¢ 201,25(® 2,656,50! — —
— 30,00(® — 11.1¢ 4/29/201:
7,21¢ — — 2.2¢ 12/10/201:
3,70( — — 1.27 4/14/201:
Rashmi Garde 6,00( 9,00(® —  11.1¢  4/29/201< 62,50(®  825,00( — —
6,21¢ — — 1.27 4/14/201:
12,947 — — 1.27 3/13/201.
2,77¢ — — 1.1 1/19/201:

Paul Auvil — — — — — — — _ _

(1) The grant date of each stock option is ten yedos t its expiration date
(2) One-quarter of these options will vest on each of A#yof 2007, 2008, 2009 and 2010, subject to coatiremployment

(3) Ms. Greene was granted 137,500 PARs on Octob&t@8} and 600,000 PARs on July 22, 2005. Subjecbmtinued employment, tt
PARs will fully vest on the fifth anniversary ofagt; provided, however, that the PARs granted Bv2@ay vest at an accelerated rate
with respect to one-third of the underlying sharesach of the first three years following graraffnual performance goals are met and
the PARs granted in 2005 may vest at an acceleratedvith respect to one-quarter of the underhghgres in each of the first four years
following grant if annual performance goals are n@t January 30, 2007, one-third of the PARs gahint€004 vested as a result of the
achievement of the underlying performance goakfid6. On January 30, 2007, ogearter of the PARs granted in 2005 vested dukd
achievement of the performance goal for 2006. Quertgr of the PARs granted in 2005 vested pridhéoend of 2006 in light of strong
VMware performance in 2005 and the beta developmiatew product and its availability in 20(
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(4)
(5)
(6)
(7)

(8)

(9)

One-third of these options will vest on each of OctoB@rof 2007, 2008 and 2009, subject to continuepleyment.
One-third of these options will vest on each of Apfdl &f 2007, 2008 and 2009, subject to continued eympént.
One-fifth of these options will vest on each of May 32607, 2008, 2009, 2010 and 2011, subject to naetl employmen

Mr. Jurewicz was granted 40,000 PARs on May20D5. Subject to continued employment, the PARIsfuly vest on the fifth
anniversary of the date of grant; provided, howgtreat the PARs may vest at an accelerated raterespect to one-quarter of the
underlying shares in each of the first four yeatkofving grant if annual performance goals are rdet.January 30, 2007, one-quarter of
the PARs granted in 2005 vested due to the achientof the performance goal for 2006. The vestihgne-quarter of the PARs grant
in 2005 vested prior to the end of 2006 in lighstvtbng VMware performance in 2005 and the betaldgwment of a new product and its
availability in 2006

Mr. Eschenbach was granted 125,000 sharestifated stock on May 3, 2006. One-third of thelsaras will vest subject to continued
employment on each of May 3, 2007, 2008 and 2009 Bgchenbach was granted 105,000 PARs on MayQDA. Subject to continued
employment, these PARs will fully vest on the fifhniversary of grant; provided, however, that38¢@00 of these PARs may vest at an
accelerated rate with respect to one-third of theeulying shares in each of the first three yeallewing grant if annual performance
goals are met and 75,000 of these PARs may vest atcelerated rate with respect to one-quarttéreofinderlying shares in each of the
first four years following grant if annual perforn@e goals are met. One-third of the 30,000 PARstgdain 2005 vested in 2006 as a
result of the achievement of the underlying perfange goal for 2005 and one-quarter of the 75,00R$Pgranted in 2006 vested prior to
the end of 2006 in light of strong VMware perforroarn 2005 and the beta development of a new ptahdtits availability in 200¢

Ms. Garde was granted 50,000 PARs on May 17, 266528,000 PARs on October 17, 2005. Subject toimoad employment, thes
PARs will fully vest on the fifth anniversary ofdldate of grant; provided, however, that the PARy west at an accelerated rate with
respect to one-quarter of the underlying sharesah of the first four years following grant if arah performance goals are met. On
January 30, 2007, one-quarter of the PARS gramtdtbly and October vested due to the achievemethiegberformance goal for 2006.
One-quarter of the PARs granted in May vested iior po the end of 2006 in light of strong VMwarerfs@mance in 2005 and the beta
development of a new product and its availability2006.

Option Exercises and Stock Vested

The following table provides information regardiagtions and stock awards exercised and vesteckatggly, for VMware's Named

Executive Officers during the fiscal year ended &eber 31, 2006.

Option Awards Stock Awards
Value Realizec

Value Realizet

Upon Exercise

Number of Shares Number of Shares

Acquired on Exercise Acquired on Vesting on Vesting

Name #) ©W (#) ®®@
Diane B. Green — — 195,83: 2,452,87!
Thomas J. Jurewic — — 8,00( 95,78(
Carl M. Eschenbac 47,18¢ 360,43t 25,00( 313,58t
Rashmi Gardi — — 10,00( 119,72!
Paul Auvil 354,82: 3,623,78! 40,00( 478,90(
(1) Represents the difference between the exercise and the fair market value of EMC common stockhendate of exercise for ea

(2)

option.

Represents the fair market value of the EMC comstook on the applicable vesting date, multipliedhs number of shares of restric
stock that vested on that da
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Pension Benefits
Our employees are not provided with pension benefit

Nonqualified Deferred Compensation
Our employees are not provided with a nonqualifleterred compensation plan.

Potential Payments Upon Termination or Change of Catrol

The tables below reflect the compensation and litsrdife to each of the Named Executive Officerth@event of termination of
employment. The compensation and benefits payal#ath Named Executive Officer upon a voluntargnteation, an involuntary for cause
termination, an involuntary termination other tHiancause, upon a change in control, a terminalizato death or disability and upon the
Named Executive Offic's retirement is shown below. Except for Mr. Authe amounts shown assume that each terminatiempfoyment
was effective as of December 29, 2006, and thenfaiket value of EMG& common stock was $13.20, the closing price afatamon stock o
the New York Stock Exchange, on that date. The ansogshown in the table are estimates of the amauhitsh would be paid upon terminati
of employment. The actual amounts to be paid céynlmndetermined at the time of the terminatiorwiployment.

Payments and Benefits upon any Termination

Employees, including the Named Executive Officars, entitled to receive earned and unpaid compensapon any termination of
employment. Accordingly, subject to the exceptinoted below, upon any termination of employmentNlaened Executive Officers will only
receive accrued but unused vacation pay. In addiércept as noted below, all unvested stock awailtiserminate upon any termination of
employment and all stock options granted to the &thfxecutive Officers after January 2004, whetlested or unvested, will also terminate
under EMC’s 2003 Stock Incentive Plan. Stock omtigranted prior to January 2004, which are allaggswill remain exercisable upon a
termination of employment for not less than 90 days

Voluntary Termination

A Named Executive Officer who voluntarily termingtemployment is not entitled to any benefits othan those that are paid to all
employees upon any termination of employment asries] above.

Involuntary Termination For Cause

A Named Executive Officer whose employment is texaed for cause is not entitled to any benefitewothan those that are paid to all
employees upon any termination of employment asritessi above.

Involuntary Termination Without Cause

Except for Mr. Jurewicz, who is entitled to a seregre payment equal to three months of his annlelysé&his employment is terminated
without cause, the Named Executive Officers arecnatractually entitled to any compensation or figshether than those that are paid to all
employees upon any termination of employment asritessi above. The provision of any compensationtartkfits would be made at the
discretion of the Compensation and Corporate Garera Committee. However, if one of our employeepleyment is terminated in
connection with a reduction in force, a pro ratéipa of the PARs granted to the employee will vieite performance goals are subsequently
achieved. Since it is unlikely the Named Execu®fécers would be terminated in connection witheduction in force, the tables below do not
include an estimate of the value of PARs that wadtentially vest if the performance goals weresggiuently achieved.
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Change in Control

Our Named Executive Officers do not have changmirtrol agreements. However, EMC equity awardstgato VMware employees
under EMC’s 2003 Stock Incentive Plan will vesSENIC is not the surviving corporation to a merged #me surviving corporation does not
issue replacement awards.

Death

In addition to providing the benefits that are pded to all employees generally upon any termimatibemployment, upon an
employee’s death, the employee’s survivors willtoare to receive the employee’s base salary fomrgirths and we will make a $10,000
contribution to a tax-qualified education fund @spect of each of the deceased employee’s minlrehi In addition, for those employees
who hold equity awards granted under EMC’s 2002 IStocentive Plan, unvested stock options and stwekrds will immediately vest and all
options held by the employee prior to his or heatdevill remain exercisable for three years.

Disability
We do not have guidelines for providing compensatiobenefits upon an employee’s disability otlamt providing the benefits that are
provided to all employees generally upon any teatiam of employment. However, for those employebls Wwold equity awards granted under

EMC'’s 2003 Stock Incentive Plan, unvested stockoogtand stock awards will immediately vest, anaptions held by any EMC employee
prior to his or her termination for disability wikkmain exercisable for three years.

Retirement
We do not provide any retirement benefits to thenlld Executive Officers, other than the matching(KPglan contributions of up to
$3,000 per year that are provided to all employetes participate in EMC’s 401(k) plan.

However, employees are generally entitled to caetihvesting and exercisability with respect totEIC equity awards if they are
retirement eligible under EM@’equity plans. For this purpose, employees agébédito retire if they voluntarily terminate emphoent after 2!
years of service or after they have attained ageibfive years of service and provided they gsize month’ advance notice. None of the
Named Executive Officers are retirement eligil

Diane B. Greene
The following table shows the potential payments baenefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination
Voluntary Without Change in
Termination For Cause Cause Control Death Disability Retirement
Element ($) ($) ($) ($) ($) ($) $)
Incremental Benefits Pursuant to
Termination Event N/A
Cash Severanc — — — — 175,00( —
Tax Qualified Education Fund Contributi — — — — 20,00( —
In-the-Money Value of Accelerated Stock
Options — — — 687,00( 687,00( 687,00(
Value of Accelerated Restricted Stc — — — 7,149,99. 7,149,99.  7,149,99
Total Value: Incremental Benefits — — — 7,836,99. 8,031,999  7,836,99
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In addition, Ms. Greene will also be entitled temise her vested in-the-money stock options upgrtermination of employment (other
than a termination for cause with respect to styations granted after January 2004). As of DeceriBeR006, these stock options had a cash
value of $458,000.

Thomas J. Jurewicz
The following table shows the potential payments benefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination Change ir
Voluntary Without
Termination For Cause Cause Control Death Disability Retirement
Element $) (%) (%) $) $) $) $)
Incremental Benefits Pursuant to Termination
Event N/A
Cash Severanc — — 51,87 — 103,75( —
Tax Qualified Education Fund Contributi — — — — 40,00( —
In-the-Money Value of Accelerated Stock Optic — — — 9,04t 9,04t 9,04t
Value of Accelerated Restricted Stc — — — 396,00( 396,000 396,00(
Total Value: Incremental Benefits — — 51,87¢  405,04! 548,79! 405,04

In addition, Mr. Jurewicz will also be entitledeégercise his vested in-the-money stock options wgrgntermination of employment
(other than a termination for cause with respestaock options granted after January 2004). Asexdddnber 29, 2006, these stock options t
cash value of $789,759.

Carl M. Eschenbach
The following table shows the potential payments benefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination
Voluntary Without Change in
Termination For Cause Cause Control Death Disability Retirement
Element % % $) % ) % )
Incremental Benefits Pursuant to
Termination Event N/A
Cash Severanc — — — — 177,50( —
Tax Qualified Education Fund Contributi — — — — 30,00( —
In-the-Money Value of Accelerated Stock
Options — — — 60,30( 60,30( 60,30(
Value of Accelerated Restricted Stc — — — 2,656,500 2,656,500 2,656,501l
Total Value: Incremental Benefits — — — 2,716,801 2,924,301 2,716,80I
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In addition, Mr. Eschenbach will also be entitlecekercise his vested in-the-money stock optiormgny termination of employment
(other than a termination for cause with respestdok options granted after January 2004). Asexfddnber 29, 2006, these stock options t
cash value of $123,062.

Rashmi Garde
The following table shows the potential payments benefits that will be provided under each ofghenarios discussed above.

Involuntary Involuntary
Termination Termination Change ir
Voluntary Without
Termination For Cause Cause Control Death Disability Retirement
Element $) $) ($) $) $) ($) $)
Incremental Benefits Pursuant to Termination
Event N/A
Cash Severanc — — — — 125,00( —
Tax Qualified Education Fund Contributi — — — — 20,00( —
In-the-Money Value of Accelerated Stock Optic — — — 18,09( 18,09( 18,09(
Value of Accelerated Restricted Stc — — — 825,00( 825,000 825,00(
Total Value: Incremental Benefits — — — 843,09( 988,09( 843,09(

In addition, Ms. Garde will also be entitled to eise her vested in-the-money stock options upgnt@mination of employment (other
than a termination for cause with respect to stayations granted after January 2004). As of DeceriBeR006, these stock options had a cash
value of $274,145.

Paul Auvil

Mr. Auvil voluntarily terminated employment with as July 13, 2006. Mr. Auvil did not receive anynkéts other than those described
above under “Payments and Benefits upon any Tetioma

Indemnification Agreements and Director and OfficerInsurance

We have entered into agreements to indemnify aectbrs and executive officers. We believe thasé¢hgrovisions and agreements are
necessary to attract and retain qualified perserdiractors and executive officers. Our directorg afficers are insured against certain losses
from potential third-party claims for which we degally or financially unable to indemnify them. Welf-insure with respect to potential third-
party claims that create a direct liability to subhrd party or an indemnification duty on our p®ur certificate of incorporation and our
bylaws contain provisions that limit the liabiliof our directors. A description of these provisigmsontained under the heading “Description
of Capital Stock—Limitation of Liability and Inderfication Matters.”
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VMWARE'S CERTAIN RELATIONSHIPS AND RELATED PERSON T RANSACTIONS

We intend to adopt a policy to address the revapproval or ratification of related person trangad. An investor may obtain a written
copy of this policy, once adopted, by sending atemirequest to VMware, Inc., 3401 Hillview Avent®alo Alto, CA 94304, attention: Legal
Department.

Prior to the IPO, we were a wholly owned subsidiaifEMC. Immediately following the IPO, EMC will adinue to own approximately
89% of our common stock (43% of our Class A commstmek and 100% of our Class B common stock) andoaiitrol 99% of the combined
voting power of our common stock. If the underwstever-allotment option is exercised in full, irediately following the IPO, EMC will
own approximately 88% of our common stock (41% wf Glass A common stock and 100% of our Class Breomstock) and will control
98% of the combined voting power of our common lst&MC will continue to have the power acting alda@pprove any action requiring a
vote of the majority of our voting shares and tcehll our directors. In addition, until the fidate on which EMC or its successor-in-interest
ceases to beneficially own 20% or more of the antding shares of our common stock, the prior a#iiae vote or written consent of EMC as
the holder of our Class B common stock or its sssoein-interest will be required for us to autkera number of significant actions, as set
forth below under “Description of Capital Stock—Appal Rights of Holders of Class B Common Stock.”

Since our acquisition by EMC in 2004, we have eadénto a number of agreements with EMC in theradi course of business relating
to our business and our relationship with EMC. We avill enter into certain agreements with EMCatilg to the IPO and our relationship
with EMC after the IPO. The material terms of sagheements with EMC relating to our historical tielaship, the IPO and our relationship
with EMC after the IPO are described below. We dbaurrently expect to enter into any additionaleggnents or other transactions with El
outside the ordinary course, or any of our direstofficers or other affiliates other than thosedified below. However, in the future, in
accordance with Delaware law, any contract or tratisn between us and one of our directors or @ff©r between us and any corporation,
partnership, association or any other organizatiomhich one or more of our directors or officessaidirector or officer or has a financial
interest, will either be approved by the stockhodda majority of the disinterested members oftmard or a committee of our board that
authorizes such contracts or transactions or meuftibto us as of the time our directors, a cortesibf our directors or our stockholders
approve the contract or transaction. In additiary, tsansactions with directors, officers or oth#iliates will be subject to requirements of the
Sarbanes-Oxley Act and SEC rules and regulations.

Relationship with EMC Corporation
Historical Relationship With EMC

We have been a wholly owned subsidiary of EMC sifarguary 2004. As a result, in the ordinary coofsaur business, we have recei
various services provided by EMC, including taxg@mting, treasury, legal and human resourcescsvHistorically, EMC has not sold our
products. Our historical financial statements idel@allocations to us by EMC of its costs relateth&se services. These cost allocations have
been determined on a basis that EMC considers &gorbasonable reflection of the use of servicesigea or the benefit received by us. These
allocations totaled $4.5 million in fiscal 2004,.$3nillion in fiscal 2005 and $5.1 million in fiskc2006.

In April 2007, we declared an $800 million dividettdEMC in the form of a note. The note mature8mil 2012 and bears an interest
rate of the 90-day LIBOR plus 55 basis points (%0%s of June 30, 2007), with interest payable gulgrin arrears, commencing June 30,
2007. We may repay the note, without penalty, sittame commencing July 2007.

In view of the potential overlap between our busiend that of EMC, we and EMC conduct our busegspsrsuant to our Rules of
Engagement with Storage, Server and Infrastru@ofevare Vendors,
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copies of which are made available to our partnehéch outline product development, qualificatiordasales guidelines that we and EMC
follow with partners who also have products thatclly compete with EMC products. These Rules afdgement may be amended from time
to time by our board of directors.

We have previously entered into several agreenveithsEMC with respect to international marketingoguct services resale, call center
support, project specific consulting, research dexklopment and professional services. EMC wilticare to provide these services to us
following the IPO pursuant to these agreementsnoitas subsequent arrangements. In certain circant®s where we do not have an
established legal entity, EMC employees managealubyersonnel have provided services on our behalf.

We have entered into various geographically-speaifarketing services agreements with certain of EMGbsidiaries. Together, these
agreements involve the following countries: AustAastralia, Belgium, Brazil, Canada, Czech Repytdenmark, France, Germany, Hong
Kong, India, Italy, Korea, Luxembourg, Mexico, Netlands, New Zealand, Norway, Spain, Sweden, Sratzé, Taiwan and the United
Kingdom. The terms of these agreements are sulEbarsimilar and under such agreements, the sgaEMC subsidiaries have agreed to
provide us, upon our request, with services theltiothe promoting our products, developing our custobase, and acting as a liaison to certain
customers. Under the provisions of the agreemamsare charged by such EMC subsidiaries in perfogrservices under these agreements.
The agreements are effective until terminated Heeiparty upon 30 days’ written notice. EMC sulzsids provided these services to us on
similar terms before such time as we entered inttiem agreements. From January 1, 2006 througltivat, 2007, the aggregate value that
we paid such EMC subsidiaries (other than in Camadbindia, which payments are included togethén pélyments for services under the call
center agreements, described below) for the pravisf these services was approximately $54.4 millio

We have entered into call center service agreemétiisEMC Corporation of Canada and EMC Data Ster&gstems (India) Private
Limited, each of which is a subsidiary of EMC. Untige terms of such agreements, each of the EMEidiabies has agreed to provide us,
upon our request, with certain telephonic call eeahd customer support. Under the provisions @ftireements, we are charged by such
subsidiaries in performing services under theseeagents. The agreements are effective until tetetinay either party upon 30 days’ notice.
EMC provided these services to us on similar tdsefere such time as we entered into written agreésn&rom January 1, 2006, through
March 31, 2007, the aggregate value that we pail BMC subsidiaries for the provision of these m&w and under the marketing services
arrangements in Canada and India with these salgdiwas approximately $13.1 million.

We have entered into various consulting serviceseagents with EMC whereby we provide certain of Ed€listomers with project-
specific support, including implementing our protiuithin such clients’ environments, as well aphng clients optimize their VMware
products. The provisions of such agreements argtauntially similar, and terminate either upon muagreement between EMC and ourselves,
or upon the completion of the specific projectyidrich a consulting service agreement was exec#tenn January 1, 2006 through March 31,
2007, the aggregate value of the services we paddrand charged EMC for under such agreements ppaexdmately $6.0 million.

We have entered into a Professional Services Reseitd Subcontractor Agreement with EMC wherebyapointed EMC as a non-
exclusive reseller of our professional servicesdéirthe agreement, we have performed and will naetto perform various professional
consulting services for EMC customers. Under theseof the agreement, the agreement may only b@niated upon a material breach, non-
payment, a breach of confidentiality or by eithartp upon 10 business days’ notice. From Janua?9@6 through March 31, 2007, we
charged EMC approximately $4.8 million for serviees rendered under the agreement.

We have entered into a Development Services Agreemi¢h EMC Data Storage Systems (India) Privataited. Under the terms of the
agreement, EMC'’s Indian subsidiary provides us wéearch and development services with respetrtain of our software products. The
agreement automatically renews annually, but may
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be terminated by either party upon 30 days’ pridtten notice. Under the provisions of the agreetner are charged by EMC'’s subsidiary.
EMC provided these services to us on similar tdsefere such time as we entered into written agre¢sn&rom January 1, 2006 through
March 31, 2007, we paid EMC's subsidiary an aggeegalue of approximately $5.5 million for the pigien of these services.

For additional information about our relationshighAEMC, see Note J to our consolidated finandialesnents included elsewhere in this
Prospectus—Offer to Exchange.

EMC as our Controlling Stockholder

Until consummation of the IPO, EMC will be our sateckholder. EMC will hold approximately 99% otthombined voting power of
our outstanding common stock upon completion of @ (or approximately 98 % if the underwriters i®e their over-allotment option in
full). For as long as EMC or its successor-in-iagtrcontinues to control more than 50% of the coedbivoting power of our common stock,
EMC or its successor-in-interest will be able teedi the election of all the members of our bodrdieectors and exercise control over our
business and affairs, including any determinatisitls respect to mergers or other business comlsinaiinvolving us, the acquisition or
disposition of assets, the incurrence of indebtsslnthe issuance of any additional common stockhaer equity securities, and the payment of
dividends with respect to our common stock. SimildEMC or its successor-in-interest will have fimver to determine matters submitted to a
vote of our stockholders without the consent of atlner stockholders, will have the power to prevenhange in control of us and will have
power to take other actions that might be favor&blEMC or its successor-in-interest.

EMC has agreed not to sell or otherwise disposmgfof our common stock for a period of 180 dagsifthe date of the IPO without the
prior written consent of Citigroup Global Markete! (“Citi”), J.P. Morgan Securities Inc. (“JPMorga and Lehman Brothers Inc. (“Lehman
Brothers”), subject to certain exceptions. See t&h&ligible for Future Sale.” However, there camio assurance concerning the period of
time during which EMC will maintain its ownership aur common stock following the IPO.

Beneficial ownership of at least 80% of the totativg power and value of our outstanding commonlsts required in order for EMC to
continue to include us in its consolidated groupféaleral income tax purposes, and beneficial oslmprof at least 80% of the total voting
power and 80% of each class of non-voting capitalksis required in order for EMC to effect a tard spin-off of us or certain other tax-free
transactions. As of the date of the IPO, EMC da#dntend or plan to undertake a spin-off of usoother tax-free transaction involving us. It
is expected that we will be included in EMC’s cdidated group for U.S. federal income tax purpdséiewing the IPO.

Agreements Between EMC and Us

In connection with the IPO, EMC and we will enteto certain agreements governing various interich@wgoing relationships between
us. These agreements will include:

* a master transaction agreem

* an administrative services agreem
e atax sharing agreemel

* aninsurance matters agreem

» an employee benefits agreeme

» an intellectual property agreement; ¢
* real estate agreemen
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The agreements summarized below will be filed dshats to the registration statement of which tAiespectus—Offer to Exchange is a
part. We encourage you to read the full text of¢hmaterial agreements. We will enter into theseeagents with EMC in the context of our
relationship as a wholly owned subsidiary of EM@eTprices and other terms of these agreementbevdiesigned to be consistent with the
requirements of Section 482 of the Code and reldt&d Treasury Regulations with respect to transastbetween related parties.

Master Transaction Agreement

The master transaction agreement contains keygomd relating to our ongoing relationship with EMie master transaction
agreement also contains agreements relating toath@uct of the IPO and future transactions, antigeern the relationship between EMC
and us subsequent to the IPO. Unless otherwiséreeloy the specific provisions of the agreemdrg,master transaction agreement will
terminate on a date that is five years after tist flate on which EMC ceases to own shares repegext least 20% of our common stock. The
provisions of the master transaction agreementeel@ our cooperation with EMC in connection witkure litigation will survive seven years
after the termination of the agreement, and prowssirelated to indemnification by us and EMC wilhsave indefinitely.

The IPO. The master transaction agreement requires ustowsreasonable best efforts to satisfy certanditions to the completion of
the IPO. EMC may, in its sole and absolute disoretchoose to proceed with or abandon the IPOca@dts and expenses of VMware and EMC
relating to the IPO will be paid by us.

Registration Rights Pursuant to the master transaction agreementjilverovide EMC with certain registration rightetause the shar
of our common stock held by EMC after the IPO Ww#l deemed “restricted securities” as defined ireR4i4 under the Securities Act.
Accordingly, EMC may only sell a limited numbersifares of our common stock into the public markétisout registration under the
Securities Act. At the request of EMC, we will um& reasonable best efforts to register sharesioé@mmon stock that are held by EMC after
the closing of the IPO, or subsequently acquiredpfiblic sale under the Securities Act. EMC mayuest up to two registrations in any
calendar year. We will also provide EMC with “pigbggck” rights to include its shares in future régisons by us of our securities under the
Securities Act. There is no limit on the numbethase “piggy-back” registrations in which EMC ma&guest its shares be included.

EMC may not transfer its registration rights otttean to an affiliate. EMC’s registration rights W#rminate on the earlier of the date on
which EMC has sold or transferred all of its sharesur common stock deemed “restricted securit@sjur common stock held by EMC may
be sold without restriction pursuant to Rule 144(k)he Securities Act.

We have agreed to cooperate in these registragiotiselated offerings. All expenses payable in egtion with such registrations will be
paid by us, including the fees and expenses ofiameof legal counsel chosen by EMC, except that&EMill pay all it own internal
administrative costs and underwriting discounts @mdmissions applicable to the sale of its shafesiocommon stock.

Future Distributions. Additionally, we have agreed to cooperate, ateogpense, with EMC to accomplish a distribution By & of our
common stock, and we have agreed to promptly takeaad all actions necessary or desirable to effegtsuch distribution. EMC will
determine, in its sole discretion, whether suclrithistion shall occur, the date of the distribut@mmd the form, structure and all other terms of
any transaction to effect the distribution. A distition may not occur at all. At any time priordompletion of the distribution, EMC may
decide to abandon the distribution, or may modifgltange the terms of the distribution, which cdudde the effect of accelerating or delay
the timing of the distribution.
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Anti-Dilution Option. Pursuant to the master transaction agreemertiawe granted EMC a continuing right to purchasefus shares
of Class A common stock and Class B common stockder to maintain EMC'’s respective percentage oship interests in our Class A
common stock and Class B common stock followingcbmpletion of the IPO. This option may be exertibg EMC in connection with any
issuance by us of common stock other than purdoaht IPO (including the exercise of the undemvst over-allotment option) or any stock
option or executive or employee compensation @anept where the issuance pursuant to a stockroptiexecutive or employee
compensation plan would cause EMC’s percentage @lipeof common stock to fall below 80.1%. If wsug our common stock for cash
consideration as permitted in the foregoing sergearber than pursuant to a stock option or exeewtompensation plan that causes EMC'’s
percentage ownership of common stock to fall be8®l %, upon the exercise of the option, EMC wil} pgprice per share of Class A comr
stock equal to the offering price paid by us inthlated issuance of common stock and a pricel@reof Class B common stock equal to the
fair market value thereof as determined by our dadidirectors. If we issue our common stock fonswash consideration or pursuant to a
stock option or executive compensation plan thatea EMC’s percentage ownership of common sto&litbelow 80.1%, upon exercise of
the option, EMC will pay a price per share of ClaAssommon stock equal to the average closing faaur common stock on the day prior to
the applicable issuance date and a price per sfi@kass B common stock equal to the fair markétevghereof as determined by our board of
directors.

If EMC chooses not to exercise its option, or elsex its option for a number of shares less thandtal number permissible, in
connection with any particular future common stesuance by us, EMC's right to exercise the opitioconnection with any subsequent
issuance by us will not be affected. However, ichscase EMC’s ownership percentage will be recatedl to account for any prior decision
not to exercise the option in full or at all, apegpriate. EMC$ option to maintain its ownership percentage iwiligerminate on the earlier «
the date of a tax-free distribution, the date upbich EMC beneficially owns shares of common stagresenting less than 80% of the
aggregate voting power of shares of common stoek tutstanding and the date on which, if the optias been transferred to a subsidiary of
EMC, that subsidiary ceases to be a subsidiaryMt E

Restrictive CovenantsUnder the master transaction agreement, we hgreed to obtain the consent of the holders of das<CB
common stock prior to taking certain actions, inahg:

» consolidating or merging with any other ent

e acquiring the stock or assets of another entigxicess of $100 millior

* issuing any stock or securities except to our slidses or pursuant to the IPO or our employee fiigplans;
» taking any actions to dissolve, liquidate or v-up our company

» declaring dividends on our stoc

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

« amending, terminating or adopting any provisioroimgistent with certain provisions of our certifieatf incorporation or bylaw:

Indemnification. The master transaction agreement provides fosdraemnities that generally will place the finalgesponsibility on
us and our subsidiaries for all liabilities assteawith the current and historical VMware businasd operations, and generally will place on
EMC the financial responsibility for liabilities saciated with all of EMC’s other current and higtal businesses and operations, in each case
regardless of the time those liabilities arise. Tester transaction agreement also contains indie@tion provisions under which we and
EMC each indemnify the other with respect to breaabf the master transaction agreement or anycongrany agreement.
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In addition to our general indemnification obligats described above relating to the current artdrigal VMware business and
operations, we will agree to indemnify EMC agaiidilities arising from misstatements or omissiamshis Prospectus-©ffer to Exchange «
the registration statement of which it is a paxtept for misstatements or omissions relating forination that EMC provided to us specific:
for inclusion in this Prospectus—Offer to Exchaimgehe registration statement of which it formsaatpWe will also agree to indemnify EMC
against liabilities arising from any misstatemest®missions in our subsequent SEC filings and fimformation we provide to EMC
specifically for inclusion in EMC's annual or quartty reports following the completion of the IPQuttonly to the extent that the information
pertains to us or our business or to the extent Ex®ides us prior written notice that the inforiroatwill be included in its annual or quarte
reports and the liability does not result from &wotion or inaction of EMC.

In addition to EMC'’s general indemnification obligms described above relating to the current asttical EMC business and
operations, EMC will indemnify us for liabilitiender litigation matters related to EMCbusiness and for liabilities arising from misstaént:
or omissions with respect to information that EM@vided to us specifically for inclusion in thisd3pectus—Offer to Exchange or the
registration statement of which it forms a part. EMill also agree to indemnify us against liabd#tiarising from information EMC provides to
us specifically for inclusion in our annual or qugaly reports following the completion of the IPyt only to the extent that the information
pertains to EMC or EMC'’s business or to the extemfprovide EMC prior written notice that the infaation will be included in our annual or
guarterly reports and the liability does not reéudin our action or inaction.

For liabilities arising from events occurring onl@fore the time of the IPO, the master transacgneement contains a general release.
Under this provision, we will release EMC and itbsidiaries, successors and assigns, and EMCeldlhse us and our subsidiaries, successor:
and assigns, from any liabilities arising from etgdmetween us on the one hand, and EMC on the b#met, occurring on or before the time of
the IPO, including in connection with the activiti® implement the IPO. The general release doespmy to liabilities allocated between the
parties under the master transaction agreemerther mtercompany agreements or to specified orggoamtractual arrangements.

Accounting Matters; Legal PoliciedJnder the master transaction agreement, we witeatp use our reasonable best efforts to use the
same independent certified public accounts seldnfdeMC and to maintain the same fiscal year as EMl such time as EMC is no longer
required to consolidate our results of operatiordsfinancial position (determined in accordancéhwiénerally accepted accounting principles
consistently applied). We also agree to use owsomable best efforts to complete our audit andigeoEMC with all financial and other
information on a timely basis such that EMC may nitsedeadlines for its filing annual and quartdihancial statements.

Additionally, for as long as EMC is providing ustlviegal services under the administrative serviggeement, the master transaction
agreement will require us to comply with all EMipies and directives identified by EMC as crititallegal and regulatory compliance ani
not adopt legal or regulatory policies or directivieconsistent with the policies identified by EMC.

Administrative Services Agreement

Under the administrative services agreement, wivicén signed will become effective as of the cloglate of the IPO, EMC will provic
us with services, including tax, accounting, tregslegal and human resources services and cex¢aiices in Bangalore, India. For such time
as the administrative services agreement is ircefleMC and VMware may agree on additional serviodse included in the administrative
services agreement. EMC will provide services taviih substantially the same degree of skill ane @s such services are performed within
EMC. With the exception of services in Bangalorelid, for which we will pay a set quarterly fee, will pay fees to EMC for the services
rendered based on the number and total cost &M@ employees required to provide services, orthsravise may be agreed.
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We anticipate that the initial term of the admirative services agreement will expire on Septer30e2007 and will be extended
automatically for additional three-month terms @gsléerminated by one of the parties. Prior to ttpgration of the initial term and any
subsequent renewal term, we will agree with EM@djust the fees payable for services (other tharcss in Bangalore, India) under the
agreement, as necessary, to accurately refletevieéof services we require. We have the rightetainate any of the services provided by
EMC under the administrative services agreemeangtime upon 30 days’ prior written notice of témation to EMC. As of the date of this
Prospectus—Offer to Exchange, we expect that EMOpnavide us with these services for a period lenthan the initial term.

Furthermore, we have agreed in the administratveiges agreement that we will be responsibledod will indemnify EMC with
respect to, our own losses for property damagesgmal injury in connection with the services piled, except to the extent that such losses
are caused by the gross negligence, breach, tadfawillful misconduct of EMC.

Tax Sharing Agreement

We have been included in EMC'’s consolidated grdhe {Consolidated Group”) for U.S. federal incorag purposes, as well as in
certain consolidated, combined or unitary groups itclude EMC and/or certain of its subsidiari@éQombined Group”) for state and local
income tax purposes. We intend to enter into a tagvgharing agreement that will become effectiveruponsummation of the IPO. Pursuar
the tax sharing agreement, we and EMC generallyméke payments to each other such that, with mspeax returns for any taxable period
in which we or any of our subsidiaries are inclugethe Consolidated Group or any Combined Grolp,amount of taxes to be paid by us
be determined, subject to certain adjustmentd,\vae and each of our subsidiaries included in tbegdlidated Group or Combined Group fi
our own consolidated, combined or unitary tax mret&#MC will prepare pro forma tax returns for ughwiespect to any tax return filed with
respect to the Consolidated Group or any Combineadi®Gin order to determine the amount of tax slggpayments under the Tax Sharing
Agreement. We will be responsible for any taxeswitspect to tax returns that include only us amdsabsidiaries.

EMC will be primarily responsible for controllingnd contesting any audit or other tax proceeding wespect to the Consolidated Group
or any Combined Group. Disputes arising betweerp#rges relating to matters covered by the taxishagreement are subject to resolution
through specific dispute resolution provisions.

We have been included in the Consolidated Groupéoiods in which EMC owned at least 80% of thaltebting power and value of
our outstanding stock. It is expected that we ballincluded in the Consolidated Group following lR®. EMC, during any part of a
consolidated return year is liable for the tax lom ¢consolidated return of such year, except foh saxes related to (i) our separate tax liability
and (ii) our business and operations, of such gedrfor any subsequently determined deficiencyetbrer Similarly, in some jurisdictions, each
member of a consolidated, combined or unitary grfonstate, local or foreign income tax purposesiistly and severally liable for the state,
local or foreign income tax liability of each otheember of the consolidated, combined or unitapugr Accordingly, although the tax sharing
agreement allocates tax liabilities between usEM, for any period in which we were included ie tGonsolidated Group or a Combined
Group, we could be liable in the event that anpime tax liability was incurred, but not dischargegany other member of the Consolidated
Group or a Combined Group.

As of the date of this Prospectus—Offer to Exchald@C does not intend or plan to undertake a sffinfoour stock to EMC
stockholders. Nevertheless, we and EMC have adeeset forth our respective rights, responsibsitd obligations with respect to any
possible spin-off in the tax sharing agreemenENIC were to decide to pursue a possible spin-oéfhave agreed to cooperate with EMC and
to take any and all actions reasonably requestdeMi@ in connection with such a transaction. We halge agreed not to knowingly take or
fail to take any actions that could reasonablyjgeeted to preclude EMC's ability to undertakesaftae
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spin-off. In the event EMC completes a spin-off, meee agreed not to take certain actions, suckset aales or contributions, mergers, stock
issuances or stock sales within the two yearsyiaig the spin-off without first obtaining the opami of tax counsel or an IRS ruling to the
effect that such actions will not result in thersplff failing to qualify as a tax-free spin-off. bddition, we generally would be responsible for,
among other things, any taxes resulting from tlilarfaof a spin-off to qualify as a tax-free traogan to the extent such taxes are attributable
to, or result from, any action or failure to actusyor certain transactions involving us followegpin-off and a percentage of such taxes to the
extent such taxes are not attributable to, or doesult from, any action or failure to act by eittus or EMC.

Insurance Matters Agreement

Prior to the consummation of the IPO, we will adsder into an insurance matters agreement with BRU@suant to the insurance matters
agreement, EMC will maintain insurance policiesearing, and for the benefit of, us and our directoficers and employees. The insurance
policies maintained by EMC under the insurance enathgreement will be comparable to those maindaiyeEMC and covering us prior to 1
IPO. Except to the extent that EMC allocates aipomf its insurance costs to us, we will pay omfeurse EMC, as the case may be, for
premium expenses, deductibles or retention amoantsall other costs and expenses that EMC may inaonnection with the insurance
coverage EMC maintains for us. We will be respdesibr any action against VMware in connection v C’s maintenance of insurance
coverage for us, including as a result of the levedcope of any insurance, the creditworthinesmgfinsurance carrier, the terms and
conditions of any policy, or the adequacy or time#is of any notice to an insurance carrier in cotime with a claim or potential claim or
otherwise, during the term of the insurance matigreement, except to the extent that such actisesaout of or is related to the breach by
EMC of the insurance matters agreement or relaisarance policies, or the gross negligence, baa daiwillful misconduct of EMC in
connection with the insurance matters agreemetfteorelated insurance policies.

We anticipate that the term of the insurance matigreement will expire on a date which is 45 ddier the date upon which EMC owns
shares of our common stock representing less tmaaj@rity of the votes entitled to be cast by allders of our common stock.

Employee Benefits Agreement

Prior to the consummation of the IPO, we will adsder into an employee benefits agreement with EM@. employee benefits
agreement will allocate liabilities and responéiigit relating to employee compensation and bepéfits and programs and other related
matters, including the treatment of outstanding E&fQity awards which may be held by our employe#ewing the IPO and the allocation
certain retirement plan assets and liabilities twedownership of work product developed for ourdfgnThe employee benefits agreement will
also generally provide that we are assuming empéoyimelated liabilities with respect to employees emptbby us for periods of time prior
the IPO.

Intellectual Property Agreement

The terms of the intellectual property agreemefitfaimalize the relationship between us and EME&hwespect to our use of certain
EMC source code and associated intellectual propigtits, as well as EMC'’s use of certain VMwareree code and associated intellectual
property rights.

Under the terms of the intellectual property agreetnwe and EMC fully will release one another frol@ms resulting from any acts of
infringement that might have occurred prior to tlage the IPO is completed. Going forward, EMC wilbvide to us license rights under cer
source code and associated intellectual propeghtsito design, develop, distribute, service ambett our existing products, as well as any
updates, upgrades and future versions of thoseuptedand the implementation of interoperabilitiween future VMware products and EMC
products. These rights exclude our ability to uMEs intellectual property to create certain typéproducts.
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We, in turn, will provide to EMC license rights werccertain source code and associated intelleptoglerty rights to design, develop,
distribute, service and support EMC'’s existing pratd, any updates, upgrades and future versiottosé products, as well as EMC'’s future
products. These rights exclude the ability of EMQise our intellectual property to create certgjres of products. The scope of the patent
rights we provide to EMC and the scope of produdts which EMC may use our intellectual propertyhis will be initially narrowed at such
time as EMC no longer owns 50% of our common staokl, further narrowed at such time as EMC no logars 20% of our common stock.
The scope of products with which EMC may use oteliiectual property rights will also be narrowedhére is a change of control of EMC at
such time as EMC no longer owns 50% of our comntocks EMC will indemnify us for any losses arisiogt of any use by EMC of the
intellectual property rights we provide to EMC untiee intellectual property agreement, and we iwdiemnify EMC for any losses arising out
of any use by us of the intellectual property riggMC provides to us under the intellectual propagreement.

Real Estate Agreements

Prior to the consummation of the IPO, we will eritdo a real estate license agreement with EMC.rEhakestate license agreement will
govern the terms under which we may use the spacghare, and will continue to share, with EMC ataie properties that EMC currently
leases abroad. We do not currently expect thatethleestate license agreement will materially cleathg current arrangements we have with
EMC related to shared space or the amounts weharrged for use of such space. We will also enteran agreement which will provide for
our purchase from EMC of the equity interests mBMC entity which holds the ground leasehold igéeimn the land on which our global
headquarters is being built and the interest ingboinal headquarters itself for an amount equéthéocost expended by EMC to date in
constructing the facilities, which totaled approgiely $127.0 million as of June 30, 2007.

Our Relationship with Intel

We are party to a Class A common stock purchaseawgnt with Intel Capital dated as of July 9, 20®@¥suant to the stock purchase
agreement, following the expiration of the appliealvaiting period under the HSR Act and the satigfa of other customary closing
conditions, including the absence of a materiakasky change, Intel Capital will purchase 9.5 millehares of our Class A common stock, at a
price of $23.00 per share for an aggregate purghése of $218.5 million. If we do not complete amderwritten public offering with an
aggregate price to the public of at least $250.0rdpefore December 31, 2007, Intel will have tightrto exchange its Class A common stock
for shares of Series A preferred stock, the terfwghich will be designated prior to the closingtbé Intel investment. The stock purchase
agreement also contains certain anti-dilution miovis which will terminate upon the closing of tR®©.

Pursuant to Intel Capita’proposed investment in our Class A common stwelhave entered into an investor rights agreeméhtintel
Capital that provides Intel Capital with certaiglris, including the following rights:

» demand registration rights, pursuant to which nsonths after the effectiveness of the registrasibement of which this prospec
constitutes a part, Intel Capital has the righgfect one demand registration of our Class A comistock held by them at the time
of such demanc

» ‘“piggyback” registration rights with respect to diilass A common stock, subject to standard cutpamkisions imposed by
underwriters; an

» the right to demand that we effect a registratidgth wespect to all or a part of their securitie®nps becoming eligible to file on
Form £-3, subject to standard cutback provisions impogedriderwriters

The investor rights agreement also restricts Iategjht to sell or transfer the shares of our ClaRg®mmon stock acquired pursuant to the
July 9 stock purchase agreement for a period ofyeae from the date of purchase. Accordingly, Istekercise of any of the rights described
above is subject to the expiration of such one-peaiod.
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The investor rights agreement will obligate us &y for the costs and expenses of registration dtzer underwriting discounts.
Additionally, Intel Capital has agreed not to offeell, contract to sell, pledge or otherwise d&gpof its shares of Class A common stock w
180 days of the IPO, subject to extension unddaitecircumstances. The investor rights agreemisntf@ovides that Intel’s representative on
our board shall have no duty or obligation to pnés&y corporate opportunity to us, unless the dppdy is expressly presented to such board
member in his or her capacity as a director orrrghe otherwise first acquires knowledge of theoopmity in the course of his or her activit
as a member of our board.

In addition, we and Intel have entered into a miand customary collaboration partnering agreethanbiexpresses the parties’ intent to
continue to expand their cooperative efforts argoimt development, marketing and industry initias.

Other Related Person Transactions

In June 2007, our Compensation and Corporate GamesnCommittee granted options to purchase 25&0&&s of Class A common
stock with an exercise price of $23.00 per shafeadel Rosenblum, our chief scientist and the hodlof Diane Greene, our president, chief
executive officer and member of the board of doextOther than the transactions listed above,ave Imot entered into any other transactions
with related persons. Our board of directors wdibpt policies and procedures for the review, apprand ratification of any future related
party transactions.
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SECURITY OWNERSHIP OF MANAGEMENT OF EMC

The following persons are directors and/or exeeuwtifficers of EMC as of July 9, 2007.

Joseph M. Tucc Chairman, President and Chief Executive Offi

William J. Teuber, Ji Vice Chairmar

Arthur W. Coviello, Jr Executive Vice President and President of F

Paul T. Dacie Executive Vice President and General Cou

David A. Donatelli Executive Vice President, Storage Products Opers

Howard D. Elias Executive Vice President, Global Services and ResoManagement Software Gro
David I. Goulder Executive Vice President and Chief Financial Offi

Diane B. Green Executive Vice President and President of VMw

Frank M. Haucl Executive Vice President, Global Marketing and Gustr Quality
Mark S. Lewis Executive Vice President, Chief Development Offi

John T. Moller Executive Vice President, Human Resoul

Michael W. Brown Director

John R. Egal Director

David N. Strohmr Director

Gail Deegar Director

Olli-Pekka Kallasvut Director

Windle B. Prierr Director

Alfred M. Zeien Director

Michael J. Cronir Director

W. Paul Fitzgeralt Director

The address of each director and executive officar’o EMC Corporation, 176 South Street, Hopkintdl A 01748. The business
telephone number of each director and executivieasffs: (508) 435-1000.
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Security Ownership of EMC Management

The following table sets forth information as ohdul5, 2007 with respect to the beneficial own@refiEMC common stock by each of
EMC'’s directors and executive officers, and alE®IC’s directors and executive officers as a gratpour knowledge, except as indicated in
the footnotes to this table or as provided by ajablie community property laws, the persons namelisrtable have sole investment and
voting power with respect to the shares of comntooksindicated.

Number of Shares of
EMC

Common Stock oi?;fg:éi?\fg
Name of Beneficial Owner Beneficially Owned® Shares
Michael W. Brown@ 40,00( *
Arthur W. Coviello, Jr® 1,055,24: *
Michael J. Cronirt¥ 170,00( 5
Paul T. Dacief® 1,619,171 *
Gail Deegart® 148,50( *
David A. Donatelli®” 2,365,96! *
John R. Egaf® 2,160,59. *
Howard D. Eliag? 1,358,25: *
W. Paul Fitzgerald® 749,20¢ *
David |. Goulder{V 1,928,94. *
Diane B. Greené&? 1,136,15: *
Frank M. Hauck?) 2,034,82 *
Olli-Pekka Kallasvud!® 80,00( *
Mark S. Lewis®® 1,741,75: *
John T. Mollerf18) 1,464,01; 5
Windle B. Prienf? 240,00( *
David N. Strohni8) 731,17¢ *
William M. Teuber(® 2,582,41! *
Joseph M. Tucck? 8,889,20! G
Alfred M. Zeien@ 230,00 *
All directors and executive officers as a group (2@sons}*? 31,223,37. 1.4¢

* Less than 19

(1) All amounts shown in this column include shareswtatble upon exercise of stock options currentireisable or exercisable within
days of the date of this tab

(2) Mr. Brown is deemed to own 10,000 of these shayesdrtue of options to purchase these she

(3) Mr. Coviello is deemed to own 760,488 of these sbduy virtue of options to purchase these sh
(4) Mr. Cronin is deemed to own 130,000 of these shiayesrtue of options to purchase these she
(5) Mr. Dacier is deemed to own 1,160,000 of theseeshhy virtue of options to purchase these sh
(6) Ms. Deegan is deemed to own 90,000 of these shgrestue of options to purchase these she

(7) Mr. Donatelli is deemed to own 1,830,000 of thdsares by virtue of options to purchase these sh
(8) Mr. Egan is deemed to own 90,000 of these sharedrtoye of options to purchase these she

(9) Mr. Elias is deemed to own 770,000 of these shayesrtueof options to purchase these sha

(10) Mr. Fitzgerald is deemed to own 290,000 of thesgeshby virtue of options to purchase these sh
(11) Mr. Goulden is deemed to own 1,390,000 of theseeshay virtue of options to purchase these sh
(12) Ms. Greene is deemed to own 620,000 of these shgreistue of options to purchase these she
(13) Mr. Hauck is deemed to own 1,524,464 of these shiayevirtue of options to purchase these shi
(14) Mr. Kallasvuo is deemed to own 20,000 of theseeshhy virtue of options to purchase these sh.
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(15)
(16)
(17)
(18)
(19)
(20)
(21)
(22)

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Lewis is deemed to own 1,223,052 of these shhyevirtue of options to purchase these sh:
Mollen is deemed to own 1,076,888 of these ehaiy virtue of options to purchase these sh
Priem is deemed to own 90,000 of these shayesrtue of options to purchase these she
Strohm is deemed to own 85,200 of these sHayesrtue of options to purchase these she
Teuber is deemed to own 1,905,000 of theseeshay virtue of options to purchase these sh
Tucci is deemed to own 6,850,000 of these shhayevirtue of options to purchase these shi
Zeien is deemed to own 175,000 of these sHaredrtue of options to purchase these she

Includes 20,460,092 shares of EMC common ghecleficially owned by all EMC executive officensdadirectors as a group by virtue of
options to purchase these shares. Excludes shatesvich such individuals have disclaimed benaficownership

130



Table of Contents

Recent Transactions in EMC Common Stock

Based on the information available to EMC as ofeJiif, 2007, the following table sets forth the setions in shares of EMC common
stock by directors and executive officers of EMQCindg the past 60 days.

Number of Price per
Name Date Shares Share Transaction
Arthur W. Coviello, Jr 5/2/07 100,00 $ 5.4z Exercise of stock optior
5/2/07 100,00 $ 15.2¢ Sale of share
5/3/07 50,00 $ 5.4z Exercise of stock optior
5/3/07 50,00 $ 15.3¢ Sale of share
5/11/07 119,76( $ 1.67 Exercise of stock optior
6/5/07 25,00( —  Granted shares of restricted st
6/15/07 75,00( —  Granted shares of restricted stt
Michael J. Cronir 5/3/07 10,00( — Granted restricted stock un
Paul T. Dacie 4/26/07 20,00 $ 6.117: Exercise of stock optior
4/26/07 20,000 $ 15.67 Sale of share
4/27/07 20,00 $ 6.117: Exercise of stock optior
4/27/07 20,00 $ 15.6z Sale of share
4/30/07 20,00 $ 6.117: Exercise of stock optior
4/30/07 20,000 $ 15.27 Sale of share
5/2/07 20,00 $ 6.117: Exercise of stock optior
5/2/07 20,000 $ 15.2¢ Sale of share
5/4/07 23,89¢ $ 6.117: Exercise of stock optior
5/4/07 23,89¢ $ 15.4C Sale of share
Gail Deegar 5/3/07 10,00( — Granted restricted stock un
John R. Egal 5/3/07 10,00( —  Granted restricted stock un
5/31/07 50,00 $ 17.06: Sale of share
Howard D. Elias 6/5/07 76,04: —  Disposed of share
W. Paul Fitzgeralt 5/3/07 10,00( —  Granted restricted stock un
Frank M. Hauck 6/1/07 190,53t $ 10.562! Exercise of stock optior
6/1/07 190,53¢ $ 16.8t Sale of share
6/4/07 55,000 $ 5.42 Exercise of stock optior
6/4/07 55,000 $ 17.0¢ Sale of share
Mark S. Lewis 4/18/07 40,00 $ 15.3C Sale of share
5/10/07 19,48 $ 7.7C Exercise of stock optior
John T. Moller 5/7/07 65,000 $ 5.42 Exercise of stock optior
5/7/07 65,000 $ 15.6( Sale of share
Windle B. Priernr 5/3/07 10,00( —  Granted restricted stock un
David N. Strohrr 5/3/07 10,00( —  Granted restricted stock un
William J. Teuber, Jt 4/27/07 150,00( $ 15.5¢ Sale of share
5/8/07 3,84< —  Gifted share:
5/31/07 5, 767 —  Gifted share:
Alfred Zeien 5/3/07 10,00( — Granted restricted stock un
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U.S. FEDERAL INCOME TAX CONSEQUENCES

The exchange of options and restricted stock puatdoathis Offer is expected to be treated as atagable exchange and the Company
and the participants in the exchange are not eggdotrecognize income for U.S. federal incomeptasposes upon the tender of EMC Options
and EMC Restricted Stock and the award of VMwaré&dds and VMware Restricted Stock. Incentive stopkons that are tendered in this
Offer will be exchanged for nonqualified stock apis. VMware may be entitled to a tax deduction ugenexercise of the nonqualified stock
options issued as VMware Options.

An optionholder who, due to such limitations, reesi nonqualified stock options in VMware of inceetstock options will, with respect
to such nonqualified stock options, not be eligiiolethe favorable tax treatment that is availablencentive stock options. That favorable tax
treatment consists generally of the ability to eis& the option without an immediate tax liabifity the optionee and the ability to receive
capital gains tax treatment upon disposition ofuthderlying shares under certain circumstances.

In general, no taxable income is expected to biizezhby a participant who receives a grant of VNevRestricted Stock. Income is
generally not realized with respect to restrictextls so long as the shares of restricted stockangransferable and subject to a substantial risk
of forfeiture. The fair market value of the shao@sthe date the restrictions lapse will be trea@dompensation income to the participant and
will be taxable in the year the restrictions lapelee Company generally will be entitled to a comgagion deduction for the amount of
compensation income the participant recognizes.

This information is a brief summary only and refere is made to the Internal Revenue Code of 1988nended, and the regulations
interpretations issued thereunder, for a completiesient of all relevant federal tax consequengisrecommend that you consult your owi
tax advisor with respect to the country, state andbcal tax consequences of participating in this Offr.
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DESCRIPTION OF CAPITAL STOCK OF VMWARE

The following description of our capital stock gmabvisions of our certificate of incorporation dmglaws, each of which will be in effect
as of the date of this Prospectus—Offer to Exchaagesummaries thereof and are qualified by referdo our certificate of incorporation and
bylaws, copies of which have been filed with theCS5 exhibits to the Exchange Offer Registratiate3hent of which this Prospectus—Offer
to Exchange forms a part.

EMC Options and EMC Restricted Stock

EMC Options constitute performance-based compemsagcause they have value to the recipient ontheifprice of EMC Stock
increases. EMC Options generally vest at the ra29% per year on each of the first five annivaesaof the grant date, subject to the
recipient’s continued service with EMC. EMC Optiagenerally have a five-year vesting schedule, atste# a more typical three- or four-year
vesting schedule, to encourage retention.

EMC Restricted Stock awards are valued based opribe of EMC Stock on the award date. EMC Restdc$tock awards have various
vesting terms from the date of grant, including @ta vesting over three years, cliff vesting &t ¢imd of three or five years with acceleration
for achieving specified performance criteria ariff gesting on various dates contingent on achig\specified performance criteria. For aw:
with performance conditions, EMC management evahliiie criteria in each grant to determine the gdvdity that the performance condition
will be achieved.

General
Upon completion of the IPO and subject to the cigsif the Intel investment, our authorized capstack will consist of:
e 2,500,000,000 shares of Class A common stock, @aev$0.01 per shar
« 1,000,000,000 shares of Class B common stock, @dae$0.01 per shar
e 9,500,000 shares of Series A preferred stock paevk0.01 per share, a
* 90,500,000 shares of undesignated preferred spackjalue $0.01 per sha
As of the date of this Prospectus—Offer to ExchaBge500,000 shares of Class A common stock asganding, and 300,000,000
shares of Class B common stock are outstandingn dpmpletion of the IPO, there will be outstandittg000,000 shares of Class A common

stock and 300,000,000 shares of Class B commok.sAacof the date of this Prospectus—Offer to Exaleg no preferred stock has been
designated or is outstanding.

Common Stock
Dividend Rights

Subject to preferences that may apply to sharesedérred stock outstanding at the time, the hsldéioutstanding shares of our Class A
common stock and Class B common stock are entitleelceive dividends, out of assets legally avélagharing equally in all such dividends
on a per share basis, at the times and in the asthat our board of directors may determine fronetto time.

Conversion Rights

Each share of Class B common stock is convertilbliégevheld by EMC or its successor-in-interest &t diption of EMC or its successor-
in-interest into one share of Class A common sttfabur Class B common stock
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is distributed to security holders of EMC in a saation (including any distribution in exchange $bares of EMC's or its successor-in-
interest’s common stock or other securities) inezhtb qualify as a distribution under Section 368he Code, or any corresponding provision
of any successor statute, shares of our Class Bnoonstock will no longer be convertible into shamé€lass A common stock. Prior to any
such distribution, all shares of Class B commoaglstaill automatically be converted into shares ¢d$3 A common stock upon the transfer of
such shares of Class B common stock by EMC otlaer th any of EMC’s successors or any of its subsie (excluding us). If such a
distribution has not occurred, each share of GBassmmon stock will also automatically convert atls time as the number of shares of
common stock owned by EMC or its successor-in-ggefalls below 20% of the outstanding shares oftommon stock. Following any such
distribution, we may submit to our stockholders@gwmsal to convert all outstanding shares of oas€B common stock into shares of our
Class A common stock, provided that we have redeivEavorable private letter ruling from the IntefRevenue Service satisfactory to EMC
to the effect that the conversion will not affdwt intended tax treatment of the distribution. meeting of our stockholders called for this
purpose, the holders of our Class A common stockoam Class B common stock will be entitled to @nee per share and, subject to
applicable law, will vote together as a single slasd neither class of common stock will be emtittea separate class vote. All conversions
will be effected on a share-for-share basis.

Voting Rights

Except that holders of Class A common stock argledito one vote per share while holders of CBs®ommon stock are entitled to 10
votes per share on all matters to be voted on bygtmgkholders and except with respect to the ieledf directors, conversion, certain actions
that require the consent of holders of Class B comstock and other protective provisions as seh fiorthis Prospectus—Offer to Exchange,
the holders of Class A common stock and Class Bntomstock have identical rights. The holders os€IB common stock, voting separately
as a class, are entitled to elect 80% of the tataiber of directors on our board of directors whighwould have if there were no vacancies on
our board of directors at the time. Subject to aglgts of any series of preferred stock to elemtatprs, the holders of Class A common stock
and the holders of Class B common stock, votingttogr as a single class, are entitled to electemarining directors, which at no time will be
less than one director. In any such election, tdérs of Class A common stock and the holderslas<CB common stock are entitled to one
vote per share. In the event that the rights ofsemies of our preferred stock would preclude thiddrs of Class A common stock and the
holders of Class B common stock, voting togethea smgle class, from electing at least one director board of directors will increase the
number of directors prior to the issuance of thhafqrred stock to the extent necessary to allowefstockholders to elect at least one director.
Generally, all other matters to be voted on byldtotders must be approved by a majority of the setatitled to be cast at a meeting by alll
shares of Class A common stock and Class B commogRk present in person or represented by proxyngdobgether as a single class, subject
to any voting rights granted to holders of any enefd stock. Additionally, following a distributiasf our Class B common stock to security
holders of EMC, any person or group that beneficialvns 10% or more of our Class B common stock mgt have any right to vote their
shares of Class B common stock in the electiorirettbrs unless that person or group of persorstaseficially owns at least an equivalent
percentage of our Class A common stock with tweepkons:

» where such person or group obtains the consenirdf@ard of directors prior to acquiring benefi@ainership of at least 5% of our
common stock; o

» where such person or group acquires beneficial osti@ of at least 5% of our common stock solelpassult of a distribution of
Class B common stock to EMC stockholders and, po@cquiring one additional share of Class B comistock, such person or
group obtains the consent of our board of direc

Preemptive or Redemption Rights

Our Class A common stock and Class B common stacki@nerally not entitled to preemptive rights anel not subject to redemption or
sinking fund provisions. However, pursuant to arestor rights agreement we
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entered into with Intel Capital in connection wittiel Capital’s investment in our Class A commouocgt in the event we have not closed an
underwritten public offering with an aggregate prio the public of at least $250 million on or bef®ecember 31, 2007, then at any time f
January 1, 2008 and before the earlier of the fpsf such a public offering and the third annieeysof the closing of the sale of our Class A
common stock to Intel Capital:

» Intel Capital will have preemptive rights with regp to the shares of Class A common stock purchagestiant to the Inte
investment

» holders of shares of Class A common stock purchpgesiiant to the Intel investment and not conveideBeries A preferred stock
will have the right to require us to repurchaselalt not less than all, of such shares of Classmon stock; an

» we will have the right to require holders of Classommon stock purchased pursuant to the Inteldtmaent and not converted to
Series A preferred stock to sell us all, but neslthan all, of such shares of Class A common s

in the case of the put and call rights, at a psitgiicient to provide a cumulative internal raterefurn of 15% per annum from the date of the
closing of the Intel investment; provided that & wxercise our call right described above befoneidiy 1, 2009, then the purchase price of the
shares will be the price that we would have bedigated to pay had we exercised that right on Janlia2009.

Right to Receive Liquidation Distributions

Upon our liquidation, dissolution or winding-upgetholders of our Class A common stock and ClassrBneon stock are entitled to share
equally in all of our assets remaining after paynwérall liabilities and the liquidation prefererscef any outstanding preferred stock.

Preferred Stock

No shares of our preferred stock are outstandingf #& date of this Prospectus—Offer to Exchahtyavever, pursuant to the investor
rights agreement we entered into with Intel Capitalonnection with Intel Capital’s investment inrcClass A common stock, upon closing of
the investment our board of directors will designtiie terms, and reserve 9.5 million shares, déSéx preferred stock. If this offering does
not close by December 31, 2007, Intel Capital alve the right to exchange its shares of Classmneon stock on a one-for-one basis for
shares of Series A preferred stock.

The holders of Series A preferred stock will bdtesd to one vote per share on all matters to hedron by our stockholders and will v
with the holders of the Class A common stock ardhtblders of the Class B common stock, togetharsasgle class, to elect Group Il
members of our board of directors and on all othatters to be voted on by Class A and Class B btidkrs, subject to applicable law.

Generally, the Series A preferred stock will batésd to annual cumulative dividends at a rate % 4ompounded annually. In the event
of a liquidation, dissolution or winding up of ocwmpany, before any payment or distribution of assets to the holders of shares ranking
junior to the Series A preferred stock, the holddrthe Series A preferred stock will be entitledatl dividends accumulated, accrued on un
thereon. The Series A preferred stock will autoosdly convert into Class A common stock upon atidhpublic offering of Class A common
stock, provided that we pay a fee to Intel Capltdigned to provide them with a 15% per annum miedenate of return if the offering price to
the public in the public offering is lower than thece that would reflect such a rate of returnypon conversion of more than 50% of the then
outstanding Series A preferred stock (with the eonsf Intel Capital so long as the Intel Capitahs any Series A preferred stock).
Additionally, the Series A preferred stock will leagreemptive rights that allow holders to mainthigir ownership percentage in us in the
event we sell additional shares of our common stoghreferred stock. The
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Series A preferred stock will also contain custoraanti-dilution provisions in the event that wel selditional shares of our common stock or
preferred stock at a price lower than the converpiice of the Series A preferred stock.

In the event we have not closed an underwrittedipoffering with an aggregate price to the puldfat least $250 million on or before
December 31, 2007, then at any time from Janua?pQ8 and before the earlier of the closing of saighublic offering and the third
anniversary of the closing of the sale of our Clssommon stock to Intel Capital:

* holders of shares of Series A preferred stock hile the right to require us to repurchase allpbotiess than all, of the shares
Series A Preferred Stock; a

» we will have the right to require the holders of Beries A preferred stock to sell to us all, lttless than all, of the shares of
Series A preferred stoc

in each case, at a price sufficient to provide muative internal rate of return of 15% per annuonf the date of the closing of the Intel
investment; provided that if we exercise our cglht described above before January 1, 2009, thepdrchase price of the shares will be the
price that we would have been obligated to paywaexercised that right on January 1, 2009. Thepdtcall rights described in this
paragraph would also apply to the shares of Classmmon stock purchased by Intel Capital in thenegach shares are not converted into
shares of Series A preferred stock.

For so long as Intel Capital holds a number of shaf Series A preferred stock representing at &2 of the number of shares of ClI
A common stock originally issued at the closingha Intel investment, we will not, without the weib consent of the then-current holders of at
least 50% of the Series A preferred stock, eitlirectly or by amendment, merger, consolidatiompthierwise:

» create or authorize the creation of or issue ahgratecurity senior to the securities held by IG@pital or increase the authoriz
number of Series A Preferre

» create or authorize the creation of any debt ot geturity, other than debt issued in the ordirtanyrse of business;
« amend, alter or repeal any provision of our cedie of incorporation which alters or changes theqrs, preferences or spec
rights of the Series A preferred stock so as tecafthem adversel:

provided that none of the rights described abokgiie the holders of Series A preferred stoclepasate class vote to approve a merger v
the consideration for the merger consists entioélgash.

Additionally, our board of directors is empowersdbject to the approval of our Class B stockholdemsl subject to any requirements of
the New York Stock Exchange, or any applicableamati securities exchange, to cause the remainirfig)OMO00 authorized shares of our
preferred stock to be issued from time to timerie or more series, with the numbers of sharesalf saries and the designations, preferences
and relative, participating, optional, dividend attler special rights of the shares of each sugbssand the qualifications, limitations,
restrictions, conditions and other characteridtieseof as fixed by our board of directors. Amolng $pecific matters that may be determine
our board of directors are:

» the designation of each seri

» the number of shares of each ser

« the rate of dividends, if an'

» whether dividends, if any, shall be cumulative oncumulative

» the terms of redemption, if an

» the rights of the series in the event of any va@unor involuntary liquidation, dissolution or wimdj-up of the affairs of our
company;
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» rights and terms of conversion or exchange, if i
» restrictions on the issuance of shares of the smmes or any other series, if any;
« voting rights, if any
Other than with respect to our obligation to deatgrthe terms, and reserve for issuance shar8grigfs A preferred stock pursuant to
obligations in connection with the Intel investmemé have no present plans to issue any sharegfefrped stock. The ability of our board of

directors to issue preferred stock without stocéeobapproval could have the effect of delayinged#fg or preventing a change in control of
us or the removal of our existing management.

Warrants
As of the date of this Prospectus—Offer to Exchatigere were no outstanding warrants to purchaaeestof our capital stock.

Registration Rights

We will enter into a master transaction agreemettit BMC which, among other things, provides forafied registration and other rigt
relating to the shares of our common stock owneBM{. See “Certain Relationships and Related Pefsansactions—Relationship with
EMC Corporation.” In connection with Intel Capitaproposed purchase of Class A common stock, we @atered into an investor rights
agreement with Intel Capital which provides Intalp@al with registration rights. See “Certain Relaships and Related Person Transactions—
Our Relationship with Intel.”

Approval Rights of Holders of Class B Common Stock

In addition to any other vote required by law orduwy certificate of incorporation, until the firdate on which EMC ceases to beneficially
own 20% or more of the outstanding shares of oarmoon stock, the prior affirmative vote or writteonsent of EMC as the holder of the Cl
B common stock is required (subject in each caset@in exceptions) in order to authorize us to:

» consolidate or merge with any other ent

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

* issue any stock or securities except to our sufsedi or pursuant to the IPO or our employee bepkis;
» dissolve, liquidate or wind us u

» declare dividends on our stoc

» enter into any exclusive or exclusionary arrangeméth a third party involving, in whole or in pagiroducts or services that ¢
similar to EMC's; and

» amend, terminate or adopt any provision inconsistéth certain provisions of our certificate of ovporation or bylaws

Anti-Takeover Effects of Our Certificate of Incorporation and Bylaws

The provisions of our certificate of incorporatiand our bylaws described below may have the effedelaying, deferring or
discouraging another party from acquiring contfalis.
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Board of Directors

Our board of directors will consist of not lessrtlsix and not more than twelve directors, withélxact number to be determined by the
board of directors. The members of our board afadors will be divided into two groups, Group | @&cbup Il. Each director elected by the
holders of Class B common stock, voting separaelg class, will be designated Group | members.r&imaining directors will be designated
Group Il members. The initial division of our boarfidirectors into Group | members and Group Il rbens will be made prior to the IPO by
the affirmative vote of the majority of the entlyeard of directors so that the Group | membersauifistitute at least 80% of our board of
directors upon the completion of the IPO.

Our certificate of incorporation also provides that board of directors will be further classifiedio three classes with staggered three-
year terms. Accordingly, only o-third of our board of directors will be electedeagich annual meeting. Each class will consisteaslyias
possible, of one-third of the total number of dioes and one-third of the respective Group | memlaad Group || members other than those
elected by holders of our preferred stock. No decmay be a member of more than one Group. Titialidivision of the board of directors
into classes will be made by a vote of a majoritthe entire board of directors.

Any Group | member of our board of directors may&maoved from office at any time, with or withowuse, by the affirmative vote of
80% of the holders of Class B common stock, vosiegarately as a class. Any Group Il member of oard of directors may be removed fr
office at any time, with or without cause, by ttigranative vote of the holders of at least a majpof the votes entitled to be cast in the elec
of Group Il members.

Any vacancy on the board of directors that redudisy an increase in the number of directors mafillzel only by a majority of the boal
of directors then in office, provided that a quorisnpresent, and any other vacancy occurring irbtiegd of directors may be filled only by a
majority of directors then in office, even if legn a quorum, or by a sole remaining director. Eoav, until EMC ceases to be the beneficial
owner of shares of our common stock representihggat a majority of the votes entitled to be dgsthe holders of Class A common stock
the holders of Class B common stock, voting togeisea single class, any vacancy caused by theviadraba director by our stockholders n
be filled only by our stockholders pursuant to pinecedures for electing Group | members or Groupdmbers, as appropriate.
Notwithstanding the preceding sentence, if the agpeent of any person to a vacancy would causatimeber of Group | members of ¢
board of directors to be less than 80% of the tmtahber of directors on our board of directors wahie would have if there were no vacancies
on our board of directors at the time, then theawayg will be filled by majority vote of the Groupriembers then in office, and the director
filling the vacancy will be designated a Group Imieer of our board of directors.

Stockholder Action by Written Consent; Special Miegfs

Our certificate of incorporation provides that Ustich time as EMC or its successor-in-interesses#o hold shares representing at least
a majority of votes entitled to be cast by the koddof Class A common stock and the holders ofSdBasommon stock, voting together as a
single class, any action required or permittedetdaiken by stockholders at any annual or speciatingeof stockholders may be taken without
a meeting, without prior notice and without a vate Jong as written consent is obtained from thidérs of the minimum number of votes that
would have been required to authorize or take adfisuch a meeting were held. From and after simcl as EMC or its successor-in-interest
ceases to hold shares representing at least aityajbthe votes entitled to be cast by the holddr€lass A common stock and the holders of
Class B common stock, voting together as a singescany action required or permitted to be tdkestockholders may be effected only at a
duly called annual or special meeting of stockhidded may not be effected by a written conserbasents by stockholders in lieu of such a
meeting.

Except as otherwise required by law, special mgstof our stockholders for any purpose or purpasag only be called by (1) EMC or
its successor-in-interest, so long as EMC or itesssor-in-interest is the
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beneficial owner of at least a majority of the \w#atitled to be cast by the holders of Class Aroomstock and the holders of Class B
common stock, voting together as a single clagsy§ chairman or (3) our board of directors or secretary pursuant to a resolution approved
by a majority of directors then in office. No bus&s other than that stated in the notice of a appmeting may be transacted at such special
meetings.

Cumulative Voting
Our stockholders do not have cumulative votingtsgh

Amendment

Subject to the rights of holders of our Class B nwm stock to withhold their consent to the amendméthe provisions of our
certificate of incorporation relating to corporatgportunities and conflicts of interest between @ampany and EMC, certain provisions of our
certificate of incorporation, including those ratgtto corporate opportunities and conflicts okeneist between us and EMC, the consent of
EMC or its successor-in-interest as the holdenwf@ass B common stock, our bylaws, our boardirgfotiors and the indemnification of our
directors and officers, may be amended by thernaffiive vote of at least 80% of the votes entittetié cast thereon. All other provisions of
certificate of incorporation may be amended byatfiemative vote of a majority of the votes entitleo be cast thereon.

The board of directors may from time to time mak@gend, supplement or repeal our bylaws upon the afod majority of the board of
directors. Once EMC or its successor-in-intereases to own shares representing at least a majpditye votes entitled to be cast by the
holders of Class A common stock and the holdefBlass B common stock, voting together as a singksgcour certificate of incorporation
provides that the sections of our bylaws relateduioclassified board structure, the removal oéctiors and the required advance notice related
to shareholder proposals and nomination of diredbgrshareholders may only be amended by the &fivien vote of shares representing at |
80% of the votes entitled to be cast by the outstncommon stock, voting as a single class, stilbjeany voting rights granted to any hold
of any preferred stock.

Delaware Law Regulating Corporate Takeovers

We will be subject to the provisions of Section 203he Delaware General Corporation Law regulatiogporate takeovers. In general,
those provisions prohibit a Delaware corporatiamfrengaging in any business combination with atsrésted stockholder for a period of
three years following the date that the stockholi#rame an interested stockholder, unless:

» the transaction is approved by the board beforg#te the interested stockholder attained thais|

» upon consummation of the transaction that resuftede stockholder becoming an interested stocldrolthe interested stockholc
owned at least 85% of the voting stock of the coation outstanding at the time the transaction cemeed; ol

» on or after the date the business combinationpsoyed by the board and authorized at a meetirsgozkholders by at least t-
thirds of the outstanding voting stock that is oahed by the interested stockholc
Section 203 defines “business combination” to idelthe following:
» any merger or consolidation involving the corparatand the interested stockhold
» any sale, transfer, pledge or other dispositiohG86 or more of the assets of the corporation inmglthe interested stockhold:t

» subject to certain exceptions, any transactionrémilts in the issuance or transfer by the cotfmorar its subsidiaries of any sto
of the corporation to the interested stockhol
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e any transaction involving the corporation or itbsidiaries that has the effect of increasing tlupprtionate share of the stock
any class or series of the corporation beneficialiyied by the interested stockholder

» the receipt by the interested stockholder of theelieof any loans, advances, guarantees, pledgether financial benefits provid
by or through the corporatio

In general, Section 203 defines an interested hder as any entity or person beneficially ownlis§6 or more of the outstanding
voting stock of the corporation and any entity ergon affiliated with or controlling or controlldy any of these entities or persons.

A Delaware corporation may opt out of this provisgther with an express provision in its originattificate of incorporation or in an
amendment to its certificate of incorporation otalws approved by its stockholders. However, we hteopted out, and do not currently
intend to opt out, of this provision. The statubelld prohibit or delay mergers or other takeovechmnge in control attempts and, accordingly,
may discourage attempts to acquire us.

Provisions of Our Certificate of Incorporation Relating to Related Person Transactions and Corporate @portunities

In order to address potential conflicts of intetgstween us and EMC with respect to corporate dppities that are otherwise permitted
to be undertaken by us, our certificate of incogtion contains provisions regulating and definimg ¢onduct of our affairs as they may invc
EMC and its officers and directors, and our poweghts, duties and liabilities and those of ouicafrs, directors and stockholders in
connection with our relationship with EMC. In gealethese provisions recognize that, subject tdithigations related to our technology and
product development and marketing activities, wet BNMC may engage in the same or similar businetgtées and lines of business, may
have an interest in the same areas of corporatertymyities and will continue to have contractuad &usiness relations with each other,
including officers and directors of EMC servingaas directors.

Our certificate of incorporation provides that, gab to the limitations related to our technology groduct development and marketing
activities, EMC will have no duty to refrain from:

* engaging in the same or similar business activiidmes of business as (
» doing business with any of our clients or customer
» employing or otherwise engaging any of our officeremployees

Our certificate of incorporation provides that ME acquires knowledge of a potential transactiomatter which may be a corporate
opportunity for both us and EMC, EMC will have natylto communicate or present such corporate oppitytto us and we will, to the fullest
extent permitted by law, renounce any interestxpeetancy in any such opportunity and waive anyrckhat such corporate opportunity be
presented to us. EMC will have satisfied its figugiduty with respect to such a corporate oppotyuamd will not be liable to us or our
stockholders for breach of any fiduciary duty as stockholder by reason of the fact that EMC aapior seeks the corporate opportunity for
itself, directs that corporate opportunity to amotherson or does not present that corporate apptyto us.

If one of our directors or officers who is alsoieedtor or officer of EMC learns of a potentialrisaction or matter that may be a corpc
opportunity for both us and EMC and which may beperly pursued by us pursuant to the limitatioriatesl to our technology and product
development and marketing activities, our certtioaf incorporation provides that the director fircer will have satisfied his or her fiduciary
duties to us and our stockholders, will not belédbr breach of fiduciary duties to us and ourcktmlders with respect to such
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corporate opportunity, and will be deemed not teehderived an improper personal economic gain fsach corporate opportunity if the
director or officer acts in good faith in a mangensistent with the following policy:

» where an opportunity is offered to a VMware dire¢tmut not an officer) who is also a director oficdr of EMC, VMware will be
entitled to pursue such opportunity only when egpheoffered to such individual solely in his orr lsapacity as a VMware direct:

» where an opportunity is offered to a VMware offigéro is also an EMC officer, VMware will be entifléo pursue such
opportunity only when expressly offered to suchvitlial solely in his or her capacity as a VMwaféoer;

» where an opportunity is offered to a VMware offiedro is also a director (but not an officer) of EM@Mware will be entitled tc
pursue such opportunity unless expressly offereédeondividual solely in his or her capacity asEMC director; anc

» where one of our officers or directors, who alstwwag as a director or officer of EMC, learns ofodgmtial transaction or matter tt
may be a corporate opportunity for both us and BEM&ny manner not addressed in the foregoing dasmns, such director or
officer will have no duty to communicate or prestat corporate opportunity to us and will not iadle to us or our stockholders
for breach of fiduciary duty by reason of the fidat EMC pursues or acquires that corporate oppiyttor itself.

The foregoing limitation of liability provisions @mot intended to be an allocation of corporateodpities between us and EMC.

For purposes of our certificate of incorporatiocprporate opportunities” are limited to businesparfunities permitted by the provisions
related to our technology and product developmedtraarketing activities and, subject to this liida, include business opportunities which
we are financially able to undertake, which arerrfitheir nature, in our line of business, are afcfical advantage to us and are ones in which
we have an interest or a reasonable expectancyinamcich, by embracing the opportunities, the getérest of EMC or its officers or directc
will be brought into conflict with our self-interes

The corporate opportunity provisions in our cectife of incorporation will continue in effect urttile later of (1) EMC or its successor-in-
interest ceasing to beneficially own 20% or mor¢hef outstanding shares of our common stock anthéjlate upon which no VMware offic
or director is also an officer or director of EMCits successor-in-interest. The vote of at |e@8 ®f the votes entitled to be cast will be
required to amend, alter, change or repeal theotatp opportunity provisions.

By becoming a stockholder in our company, you bélldeemed to have notice of and have consentée farovisions of our certificate
incorporation related to corporate opportunities tire described above.

Limitation of Liability and Indemnification Matters

Section 145 of the Delaware General Corporation pewvides that a corporation may indemnify direstand officers, as well as other
employees and individuals, against expenses, imgduattorneys’ fees, judgments, fines and amouais in settlement, that are incurred in
connection with various actions, suits or procegslinvhether civil, criminal, administrative or irstigative other than an action by or in the
right of the corporation, known as a derivative@gtif they acted in good faith and in a manneytheasonably believed to be in or not
opposed to the best interests of the corporatioa, @ith respect to any criminal action or procegdif they had no reasonable cause to bel
their conduct was unlawful. A similar standard pplicable in the case of derivative actions, ex¢bat indemnification only extends to
expenses, including attorneys’ fees, incurred imeation with the defense or settlement of suctoast and the statute requires court approval
before there can be any indemnification if the perseeking indemnification has been found liablthéocorporation. The statute provides that
it is not excluding other indemnification that mag granted by a corporation’s bylaws, disinteresdliegttor vote, stockholder vote, agreement
or otherwise.
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Our certificate of incorporation provides that epelnison who was or is made a party or is threatembd made a party to or is involved
in any action, suit or proceeding, whether civilirinal, administrative or investigative, by reasufrthe fact that such person, or a person of
whom such person is the legal representative, igagra director or officer of us, or has or hadeadgrto become a director of us, or, while a
director or officer of us, is or was serving at oequest as a director, officer, employee or agéanother corporation or of a partnership, joint
venture, trust, enterprise or nonprofit entity liming service with respect to employee benefitplavhether the basis of such proceeding i
alleged action of such person in an official cafyaas a director, officer, employee or agent canily other capacity while serving as a director,
officer, employee or agent, will be indemnified areld harmless by us to the fullest extent autlearizy the Delaware General Corporation
Law against all expense, liability and loss suffiea@d expenses (including attorneys’ fees) readpmaturred by such person in connection
therewith. Our certificate of incorporation als@yides that we will pay the expenses incurred iieniding any such proceeding in advance of
its final disposition, subject to the provisionstieé Delaware General Corporation Law. These righgsnot exclusive of any other right that
person may have or acquire under any statute, gioovof our certificate of incorporation, bylaw ragment, vote of stockholders or
disinterested directors or otherwise. No repeahodification of these provisions will in any wayndnish or adversely affect the rights of any
director, officer, employee or agent of us underaartificate of incorporation in respect of anycorence or matter arising prior to any such
repeal or modification. Our certificate of incorption also specifically authorizes us to maintasurance and to grant similar indemnification
rights to our employees or agents.

Our certificate of incorporation provides that nafieur directors will be personally liable to usaur stockholders for monetary dama
for breach of fiduciary duty as a director, excépthe extent required by the Delaware Generap@mation Law, for liability:
» for any breach of the direc’s duty of loyalty to us or our stockholde
« for acts or omissions not in good faith or whickdlve intentional misconduct or a knowing violatiohlaw;

» for payments of unlawful dividends or unlawful stquurchases or redemptions under Section 174 dd#haware Gener:
Corporation Law; o

» for any transaction from which the director deriwdimproper personal bene

Neither the amendment nor repeal of this provisiiheliminate or reduce the effect of the provisim respect to any matter occurring
any cause of action, suit or claim that, but fa ginovision, would accrue or arise, prior to theeadment or repeal of this provision.

The master transaction agreement also providaéademnification by us of EMC and its directors,ioéfrs and employees for specified
liabilities, including liabilities under the Sectigis Act and the Exchange Act.

In addition, EMC maintains liability insurance fieg directors and officers and for the directord afficers of its majority-owned
subsidiaries, including us. This insurance providesoverage, subject to certain exceptions, agairss from claims made against directors
and officers in their capacity as such, includitegras under the federal securities laws. We hase abtained additional liability insurance for
our directors and officers to reduce the deductilalgable under the policy maintained by EMC.

Stock Exchange Listing Symbol
Our Class A common stock has been approved fandisin the New York Stock Exchange under the syrfgmWw.”
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COMPARISON OF RIGHTS OF HOLDERS OF EMC STOCK AND HO LDERS OF VMWARE STOCK

The following is a summary of the material diffeces between Massachusetts law and EMC'’s articlesgafnization and bylaws, on the
one hand, and Delaware law and VMware’s certificdtmcorporation and bylaws, on the other hands Bammary does not purport to be a
complete discussion of, and is qualified in itsrety by reference to, EMC'’s articles of organimatand bylaws, VMware's certificate of
incorporation and bylaws, Massachusetts law andWele law. For a more complete understanding ofliffierences between being a
stockholder of EMC and VMware, you should carefultad this entire Prospectus—Offer to Exchangetla@delevant provisions of the
Delaware General Corporation Law (the “DGCL") ahd Massachusetts Business Corporation Act (the “MBQhe articles of organization
and bylaws of EMC and the certificate of incorpmatand bylaws of VMware, which are incorporatedréference into this Prospectu®ffer
to Exchange. Copies of EMC's articles of organmatind bylaws and VMware’s certificate of incorgama and bylaws have been filed with
the SEC. See “Where You Can Find More Informatibous EMC and VMware” beginning on page 162.

CAPITAL STOCK
Authorized Stock

EMC.EMC's articles of organization authorizes EMC tsue 6,025,000,000 shares of capital stock, congisti 6,000,000,000 shares of
common stock and 25,000,000 shares of preferrett.SEMC’s board of directors has the authorityssuie one or more series of preferred
stock, having terms designated by EMC's board. fAluae 15, 2007, there were 2,089,747,775 sharesrofon stock and 0 shares of
preferred stock outstanding. EMC’s common stodlsted on the New York Stock Exchange.

VMware.VMware’s certificate of incorporation authorizes Mire to issue 3,600,000,000 shares of capital stmrisisting of
2,500,000,000 shares of Class A common stock, 19000000 shares of Class B common stock and 10@00&hares of preferred stock.
VMware’s board of directors has the authority ®uis one or more series of preferred stock, haemgg designated by VMware’s board.
Pursuant to the investor rights agreement VMwatered into with Intel Capital in connection withtéh Capitals investment in VMware Cla:

A common stock, upon closing of the investment, Vlriels board of directors will designate the terarg] reserve 9.5 million shares of Series
A preferred stock. If VMware does not complete aderwritten public offering with an aggregate prioghe public of at least $250.0 million
on or before December 31, 2007, Intel Capital halVe the right to exchange its shares of Classmnton stock on a one-for-one basis for
shares of Series A preferred stock. As of the dhathis Prospectus—Offer to Exchange, 32,500,0@0eshof Class A common stock are
outstanding, and 300,000,000 shares of Class B aonstock are outstanding. Upon completion of th@, Ifhere will be outstanding
75,000,000 shares of Class A common stock and 8000 shares of Class B common stock. As of the afathis Prospectus—Offer to
Exchange, no preferred stock has been designaisdatstanding. VMware’s Class A common stock beesn approved for listing on the New
York Stock Exchange.

Voting Rights
EMC. Each share of EMC Stock entitles its holder to wote for the election of directors and on all othetters requiring action by the
shareholders or submitted to the shareholdersctayra

The MBCA provides that unless a corporat®atticles of organization provide otherwise, eaststanding share is entitled to one vot
each matter voted on at a shareholder’'s meetinpddmtherwise provided in the articles of orgatiwzreor bylaws, directors are elected by a
plurality of the votes cast by the shares entittedote in the election at a meeting at which argoois present.
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VMware.Except that holders of VMware Class A common staekentitled to one vote per share while holdergMivare Class B
common stock are entitled to 10 votes per sharlonatters to be voted on by stockholders and gxeéh respect to the election of directc
conversion, certain actions that require the canseholders of Class B common stock and othergmtdte provisions as set forth in this
Prospectus—Offer to Exchange, the holders of VMvZiesss A common stock and VMware Class B commockdtave identical rights. The
holders of VMware Class B common stock, voting sefedy as a class, are entitled to elect 80% ofdted number of directors on VMware’s
board of directors which it would have if there w@o vacancies on the board of directors at the.tBuabject to any rights of any series of
preferred stock to elect directors, the holdergfvare Class A common stock and the holders of Viver@lass B common stock, voting
together as a single class, are entitled to ehectémaining directors, which at no time will bed¢han one director. In any such election, the
holders of VMware Class A common stock and VMwalas€ B common stock are entitled to one vote pareshn the event that the rights of
any series of preferred stock would preclude tHdédrs of VMware Class A common stock and the haldéVMware Class B common stock,
voting together as a single class, from electingast one director, the board of directors widlrgase the number of directors prior to the
issuance of that preferred stock to the extentssry to allow these stockholders to elect at leastdirector. Generally, all other matters to be
voted on stockholders must be approved by a mgjofithe votes entitled to be cast at a meetinglbghares of VMware Class A common
stock and VMware Class B common stock presentiisqreor represented by proxy, voting together siagle class, subject to any voting
rights granted to holders of any preferred stoditdifionally, following a distribution of VMware C$s B common stock to security holders of
EMC, any person or group that beneficially owns 1@%more of the Class B common stock will not hawmg right to vote their shares of Class
B common stock in the election of directors unkbsd person or group of persons also beneficiallpoat least an equivalent percentage of
VMware Class A common stock with two exceptions:

» where such person or group obtains the consenibiiafe’ s board of directors prior to acquiring beneficgainership of at leas
5% of VMware s common stock; ¢

» where such person or group acquires beneficial ot of at least 5% of VMware’s common stock spks a result of a
distribution of Class B common stock to EMC stodkleos and, prior to acquiring one additional sh&r€lass B common stock,
such person or group obtains the consent of VM's board of director:

The holders of Series A preferred stock will betkrd to one vote per share on all matters to bedson by VMware stockholders and
will vote with the holders of the Class A commoackt and the holders of the Class B common stoglether as a single class, to elect Groi
members of VMware’s board of directors and on #iko matters to be voted on by Class A and Claswé&kholders, subject to applicable law.

In addition to any other vote required by law or\iMware’s certificate of incorporation, until thidt date on which EMC ceases to
beneficially own 20% or more of the outstandingrekaf VMware’s common stock, the prior affirmatiwete or written consent of EMC as
the holder of the Class B common stock is requisedject in each case to certain exceptions) ierai@authorize VMware to:

» consolidate or merge with any other ent

« acquire the stock or assets of another entity aggx of $100 million

* issue any stock or securities except to its suasel or pursuant to the IPO or its employee bepkfns;
» dissolve, liquidate or wind uj

» declare dividends on its stoc

» enter into any exclusive or exclusionary arrangeméth a third party involving, in whole or in pagiroducts or services that ¢
similar to EMC's; and

« amend, terminate or adopt any provision inconsistétt certain provisions of its certificate of imporation or bylaws
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The DGCL provides that unless otherwise provided @orporation’s certificate of incorporation, eatbickholder is entitled to one vote
for each share of capital stock held by such stolddr. The DGCL further provides that unless a oosfion’s certificate of incorporation or
bylaws otherwise provides, directors of a corporatire elected by a plurality of the votes of thares present in person or represented by
proxy and entitled to vote in the election.

Dividend Rights

EMC.The holders of EMC Stock are entitled to receigeht extent permitted by law, dividends as maynftone to time be declared by
EMC'’s board of directors.

Under the MBCA, subject to restrictions in a cogdmn’s articles of organization, a distributiondi¥idends may be made by a
corporation unless, after giving effect to the rilittion, (1) the corporation would not be ablg#y its existing and reasonably foreseeable
debts, liabilities and obligations, whether or hguidated, matured, asserted or contingent, aglbeeome due in the usual course of business,
or (2) the corporation’s total assets would be thas the sum of its total liabilities plus, unlés articles of organization permit otherwise, the
amount that would be needed, if the corporatiorevieibe dissolved at the time of the distributimnsatisfy the preferential rights upon
dissolution of shareholders whose preferentialtsigite superior to those receiving the distribution

VMware.Subject to preferences that may apply to sharpsadérred stock outstanding at the time, the hsld¢ioutstanding shares of
VMware Class A common stock and VMware Class B comistock are entitled to receive dividends, owdssets legally available, sharing
equally in all such dividends on a per share basi#)e times and in the amounts that VMware’s d@drdirectors may determine from time to
time.

The DGCL provides that, subject to any restrictiona corporation’s certificate of incorporatiorividends may be declared and paid
from the corporation’s surplus, or, if there isswrplus, from its net profits for the fiscal yeanvhich the dividend is declared and/or the
preceding fiscal year. Dividends may not be dedanet of net profits, however, if the corporationapital has been diminished to an amount
less than the aggregate amount of all capital sgmted by the issued and outstanding stock ofadkes having a preference upon the
distribution of assets until the deficiency in #raount of capital represented by the issued arstanding stock of all classes having a
preference upon the distribution of assets is regai

Conversion Rights
EMC.EMC Stock is not subject to any conversion rights.

VMware.VMware Class A common stock is not subject to amyversion rights.

Each share of VMware Class B common stock is cdiblemwhile held by EMC or its successor-in-intérasthe option of EMC or its
successor-in-interest into one share of VMware £fasommon stock. If VMware Class B common stoctliggributed to security holders of
EMC in a transaction (including any distributiondrchange for shares of EMC's or its successontierést’'s common stock or other
securities) intended to qualify as a distributioder Section 355 of the Code, or any correspongliagision of any successor statute, shares of
VMware Class B common stock will no longer be catitie into shares of VMware Class A common stdelor to any such distribution, all
shares of VMware Class B common stock will autooally be converted into shares of VMware Class Aomn stock upon the transfer of
such shares of VMware Class B common stock by EXMh@rahan to any of EMG’successors or any of its subsidiaries (excludixigvare). If
such a distribution has not occurred, each shafare Class B common stock will also automatigalbnvert at such time as the number of
shares of common stock owned by EMC or its succersiaterest falls below 20% of the outstandinguss of VMware’s common stock.
Following any such distribution, VMware may submaitits stockholders a proposal to convert all @ntding shares of its Class B common
stock into shares of its Class A

145



Table of Contents

common stock, provided that it has received a falvier private letter ruling from the Internal Rever&ervice satisfactory to EMC to the effect
that the conversion will not effect the intendexl tt@atment of the distribution. In a meeting of Miste stockholders called for this purpose
holders of VMware Class A common stock and VMwalas€ B common stock will be entitled to one votegiere and, subject to applicable
law, will vote together as a single class and meittlass of common stock will be entitled to a safgaclass vote. All conversions will be
effected on a share-for-share basis.

The DGCL provides that any stock of any class arof series thereof may be made convertible inttheaoption of either the holder or
the corporation or upon the happening of a spet#ieent, shares of any other class or classesyasther series of the same or any other class
or classes of stock of the corporation, at suctepor prices or at such rate or rates of exchandevith such adjustments as shall be stated in
the corporation’s certificate of incorporation arthe resolution or resolutions providing for thete of such stock adopted by the board of
directors.

Liquidation Rights

EMC.Upon any voluntary or involuntary liquidation, didstion or winding up of EMC, the holders of EMCo8k are entitled to receive
the net assets of EMC, after EMC has satisfied adeprovision for its debts and obligations andofmyment to the holders of shares of any
class or series having preferential rights to nexéistributions of the net assets of EMC.

The MBCA provides that distributions in liquidatiomy not be made by a corporation unless adequatésipn has been made to satisfy
(1) the corporation’s existing and reasonably feeable debts, liabilities and obligations, whetremot liquidated, matured, asserted or
contingent, as they thereafter arise; and (2) théepential liquidation rights of shares whose ereftial rights are superior to such rights of the
shares which would receive the distribution.

VMware.Upon VMware’s liquidation, dissolution or winding uthe holders of VMware Class A common stock aiinéare Class B
common stock are entitled to share equally infalfldware’s assets remaining after payment of abliities and the liquidation preferences of
any outstanding preferred stock.

The DGCL provides that a corporation’s claims oligations shall be paid in full and any such prawisfor payment shall be made in
full if there are sufficient assets. If there amsufficient assets, such claims and obligationd bleapaid or provided for according to their
priority, and, among claims of equal priority, faltato the extent of assets legally available. A@ynaining assets shall be distributed to the
corporation’s stockholders.

Appraisal/Dissenters’ Rights

EMC.The MBCA provides that dissenters’ right of appahire only available in connection with (1) mesiéishareholder approval is
required or if the corporation is a subsidiary tisaherged with its parent, unless shareholdersemiving cash or marketable securities as
consideration; (2) certain share exchanges; (&sgafl all, or substantially all, of the assets lfvgértain exceptions); (4) certain amendments to
the articles of organization that materially angexdely affect rights in respect of a dissentenarss; (5) an amendment of the articles of
organization or of the bylaws or the entering inyothe corporation of any agreement to which treredolder is not a party that adds
restrictions on the transfer or registration or anystanding shares held by the shareholder or dsnemy pre-existing restrictions on the
transfer or registration of his shares in a mamvigch is materially adverse to the ability of theseholder to transfer his shares; (6) any
corporate action taken pursuant to a shareholderteadhe extent that the articles of organizatimaws or board resolution provides that
shareholders are entitled to an appraisal; andgfTin corporate conversions.

VMware.The DGCL provides that a stockholder who has neitbéed in favor of a merger or consolidation nonsented thereto in
writing shall be entitled to an appraisal by thdd»eare Chancery Court

146



Table of Contents

of the fair value of the stockholder’s shares. Hegvestockholders do not have appraisal rightséfghares of stock they hold, at the record
date for determination of stockholders entitleddte at the meeting of stockholders to act upornrikeger or consolidation, or on the record
date with respect to action by written consent edttger:

» listed on a national securities exchange or desigihas a national market system security on ande&ter quotation system by the
National Association of Securities Dealers, Inc.

* held of record by more than 2,000 stockhold

Further, no appraisal rights are available to dtotders of the surviving corporation if the merdét not require the vote of the
stockholders of the surviving corporation.

Notwithstanding the foregoing, appraisal rights aveilable if stockholders are required by the teohthe merger agreement to accept
for their shares certain specified consideration.

Appraisal rights are also available under the DGi€tertain other circumstances including in cerfzanent subsidiary corporation
mergers, and in certain circumstances where th#icate of incorporation so provides.

BOARD OF DIRECTORS
Number of Directors

EMC.EMC'’s bylaws provide that the number of EMC directdralisbe fixed at any time or from time to time omly the affirmative vot
of a majority of the directors then in office, kaltall not be less than three, except that wherteeee shall be only two shareholders, the
number of directors shall be not less than two,\@hénever there shall be only one shareholdere thleall be at least one director. EMC's
board of directors is currently composed of ten mers.

The MBCA provides that the board of directors dflassachusetts corporation shall consist of onearerdirectors as specified or fixed
by the corporation’s articles of organization otavys.

VMware.VMware's board of directors will consist of not $ethan six and not more than twelve directors, Withexact number to be
determined by the board of directors. VMware’s llaairdirectors is currently composed of six members

Delaware law provides that the board of directdra Delaware corporation shall consist of one orardirectors as fixed by the
corporation’s certificate of incorporation or bylaw

Classified Board

EMC.On May 3, 2007, the shareholders of EMC approvednapany proposal to exempt EMC from the requiresienthe provisions «
the MBCA which provide that the terms of directofsa public corporation incorporated in Massachiss&tall be staggered. Beginning with
EMC'’s 2008 annual meeting of shareholders, allatimes will be elected for one-year terms.

The MBCA provides that the terms of the directdra public corporation shall be staggered by dividihe number of directors into thi
groups unless the corporation’s board of directorthe corporation’s shareholders by a vote of thitds of each class of stock outstanding
meeting duly called for the purpose of the votep@ovote exempting the corporation from havingeggered board.

VMware.The members of VMware’s board of directors willdieided into two groups, Group | and Group Il. Ealifector elected by
the holders of Class B common stock, voting sepfrats a class, will be designated
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Group | members. The remaining directors will beigieated Group Il members. Upon completion of #@,1Group | Members will constitute
at least 80% of the board of directors. The boduirectors will consist of at least five Group ledhbers and one Group Il Member.

Upon the completion of the IPO, the board of dmestwill be further divided into three classes,hngtach class serving for a staggered
three-year term. The board of directors will cohsfgwo class | directors; two class |l directarsd two class Il directors. At each annual
meeting of stockholders, a class of directors bgllelected for a three-year term to succeed tleetdirs of the same class whose terms are then
expiring. The terms of the class | directors, clasirectors and class Il directors will expirpan the election and qualification of successor
directors at the annual meeting of stockholderd Hating the calendar years 2008, 2009 and 20%perdively. Upon the closing of the Intel
investment, the board of directors will appointeavboard member, an Intel executive to be designatdntel and acceptable to the board. At
that time, the board of directors will increase ¢iee of the board pursuant to the provisions ofiéve’s certificate of incorporation.

Delaware law permits, but does not require, a Dataveorporation to provide in its certificate ofémporation, or by an initial bylaw, or
by a bylaw adopted by a vote of the stockholderafdassified board of directors, dividing the twbaf directors into up to three classes of
directors with staggered terms of office.

Removal of Directors

EMC.EMC's bylaws provide that a director may be remofrech office only for cause by the affirmative vatta majority of the shares
entitled to vote at an election of directors anty @t a shareholder meeting called for the purgdsemoving the director or directors where
notice of the meeting states that such removéldgurpose or one of the purposes of the meeting.

The MBCA provides that subject to the MBCA provisigoverning staggered boards and except as otlepriwided in a corporation’s
articles of organization or bylaws, shareholdery neanove 1 or more directors with or without cause.

VMware. Any Group | member of VMware’s board of directonay be removed from office at any time, with otheut cause, by the
affirmative vote of 80% of the holders of Classd@romon stock, voting separately as a class. Any stbmember of the board of directors
may be removed from office at any time, with orheitit cause, by the affirmative vote of the holddrat least a majority of the votes entitled
to be cast in the election of Group Il members.

Under the DGCL, any director or the entire boardiofctors may be removed with or without causéhgyholders of a majority of the
shares then entitled to vote at an election ofcttirs. The DGCL also provides that, unless thefizate of incorporation provides otherwise,
the case of a corporation with a board of directioas is classified, directors may be removed bgldtolders only for cause.

Vacancies on Board of Directors

EMC.EMC'’s bylaws provide that vacancies and newly @eéatirectorships, however occurring, are to bedikolely by the affirmative
vote of a majority of the remaining directors therffice, even though less than a quorum. Anyaoeso chosen will hold office for the
remainder of the full term of the class of direstor which the vacancy occurred or the new diresttigrwas created and until such director’s
successor is elected and qualified.

The MBCA provides that generally, if a vacancy ascon a board of directors, the shareholders nilathé vacancy, the board of
directors may fill the vacancy, or if the directoesnaining in office constitute fewer than a quoroiithe board, they may fill the vacancy by
the affirmative vote of a majority of all the ditecs remaining in office. The MBCA further provideeat generally the term of a director ele:
to fill a vacancy shall expire at the next shardea’ meeting at which directors are elected.
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VMware.Any vacancy on the board of directors that reduits) an increase in the number of directors mafilleel only by a majority o
the board of directors then in office, providedtthauorum is present, and any other vacancy doguim the board of directors may be filled
only by a majority of directors then in office, evié less than a quorum, or by a sole remainingalor. However, until EMC ceases to be the
beneficial owner of shares of VMware’s common stagresenting at least a majority of the voteslextito be cast by the holders of Class A
common stock and the holders of Class B commorkstating together as a single class, any vacaaoged by the removal of a director by
VMware's stockholders may be filled only by stoclders pursuant to the procedures for electing Giaapmbers or Group Il members, as
appropriate. Notwithstanding, the preceding semeifithe appointment of any person to a vacancyldvoause the number of Group |
members of the board of directors to be less tit@ha 8f the total number of directors on the boardicéctors which VMware would have if
there were no vacancies on the board of directaiseaime, then the vacancy will be filled by nmitp vote of the Group | members then in
office, and the director filling the vacancy wik ldesignated a Group | member of the board of wirec

The DGCL provides that, unless otherwise providethe certificate of incorporation or bylaws, vacias and newly created
directorships resulting from any increase in thiénatized number of directors may be filled by a onigy of the directors then in office,
although less than a quorum, or by a sole remaidirggtor.

Special Meetings of the Board of Directors

EMC.EMC'’s bylaws provide that special meetings may &lel lat any time and at any place designated imdtiee of the meeting when
called by the chairman of the board, the chief atiee officer, or by two or more directors, notiteereof being given to each director by the
secretary or an assistant secretary, or by theeoftir one of the directors calling the meeting.

The MBCA provides that the board of directors maidtspecial meetings in or outside of Massachusettisthat unless the articles of
organization or bylaws otherwise provide, speciaktings must be preceded by at least two dayeofithe date, time and place of the
meeting.

VMware.VMware's bylaws provide that special meetings shalkalled by the chairman of the board, the amefkcutive officer, a
majority of the board of directors then in officg,until EMC ceases to be the beneficial ownerhaires representing at least a majority of the
votes entitled to be cast by the holders of Clasemmon stock and the holders of Class B commarkstmting together as a single class,
EMC.

Indemnification of Directors and Officers

EMC.EMC'’s bylaws provide that it shall, to the exteegally permissible, indemnify each of its directarsl officers against all
liabilities and expenses reasonably incurred by sliector or officer in connection with the defera disposition of any action, suit or other
proceeding by reason of such individual being atiigabeen such a director or officer, except wihpect to any matter as to which such
director or officer shall have been adjudicatedniy proceeding not to have acted in good faitthénreasonable belief that such individual’s
action was in the best interests of the corporationo the extent that such matter relates toisemwith respect to any employee benefit plar
the best interests of the participants or benefeseof such employee benefit plan. Expenses, dietucounsel fees, reasonably incurred by
director or officer in connection with the defermealisposition of any such action, suit or othexgereding may be paid from time to time by
corporation in advance of the final dispositionrdod upon receipt of an undertaking by such dineotmfficer to repay to the corporation the
amounts so paid by the corporation if it is ultisiptdetermined that indemnification for such exgenis not authorized.

The MBCA permits a corporation to indemnify an widual who is a party to a proceeding because hdlisector against liability
incurred in the proceeding if he conducted himseffood faith, reasonably believed that his conduas in the best interests of the corporation
or that his conduct was at least not opposed tbéisé
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interests of the corporation and in the case ofaimginal proceeding, he had no reasonable caubelieve his conduct was unlawful or he
engaged in conduct for which he is not liable uradprovision of the corporation’s articles of orgation. A corporation must indemnify a
director who was wholly successful, on the meritstberwise, in the defense of any proceeding tiwlwvhe was a party because he was a
director against reasonable expenses incurredrbyrhconnection with the proceeding. A corporatioay also advance funds to a director
before the final disposition of a proceeding. ThBGA further provides that a corporation may indefynand advance expenses to an officer
who is a party to a proceeding because he is &eotb the same extent as a director; and if laisfficer but not a director, to such further
extent as may be provided by the articles of ogtion, the bylaws, a resolution of the board oéctiors, or contract except for liability arisi
out of acts or omissions not in good faith or whilcbolve intentional misconduct or a knowing viadet of law.

VMware.VMware’s certificate of incorporation provides thegich person who was or is made a party or istémed to be made a party
to or is otherwise involved in any action, suitppoceeding, whether civil, criminal, administratioeinvestigative, by reason of the fact that
such person, or a person of whom such person iggjad representative, is or was a director orceffiof VMware, or has or had agreed to
become a director of VMware, or, while a directootficer of VMware, is or was serving at VMwarequest as a director, officer, employee
or agent of another corporation or of a partnergbipt venture, trust, enterprise or nonprofitigntincluding service with respect to employee
benefit plans, whether the basis of such proceeaditite alleged action of such person in an offficéggacity as a director, officer, employee or
agent or in any other capacity while serving agectbr, officer, employee or agent, will be indéfiad and held harmless by VMware to the
fullest extent authorized by the DGCL against aflense, liability and loss suffered and expenseduding attorneys’ fees) reasonably
incurred by such person in connection therewith.\Wévk'’s certificate of incorporation also provideattit will pay the expenses incurred in
defending any such proceeding in advance of itd filsposition, subject to the provisions of the QG These rights are not exclusive of any
other right that any person may have or acquireuady statute, provision of VMware’s certificafeircorporation, bylaw, agreement, vote of
stockholders or disinterested directors or otheswi¢o repeal or modification of these provisiond imiany way diminish or adversely affect
the rights of any director, officer, employee oeagof VMware under its certificate of incorporatim respect of any occurrence or matter
arising prior to any such repeal or modificatiodMWare’s certificate of incorporation also specificallytlaarizes it to maintain insurance anc
grant similar indemnification rights to its empl@geor agents.

The DGCL provides that a corporation may indemudifgctors and officers, as well as other employsebsindividuals, against expens
including attorneys’ fees, judgments, fines and ant® paid in settlement, that are incurred in cotioe with various actions, suits or
proceedings, whether civil, criminal, administratior investigative other than an action by or mtight of the corporation, known as a
derivative action, if they acted in good faith anéh manner they reasonably believed to be in bopposed to the best interests of the
corporation, and, with respect to any criminal@etor proceeding, if they had no reasonable caubelteve their conduct was unlawful. A
similar standard is applicable in the case of @giwe actions, except that indemnification onlyesds to expenses, including attorneys’ fees,
incurred in connection with the defense or settlehed such actions, and the statute requires apptoval before there can be any
indemnification if the person seeking indemnifioathas been found liable to the corporation. Theust provides that it is not excluding other
indemnification that may be granted by a corporasitoylaws, disinterested director vote, stockhold®e, agreement or otherwise.

Limitation on Personal Liability of Directors

EMC.EMC's articles of organization provide that no diar shall be personally liable to EMC or its shenleers for monetary damages
for breach of fiduciary duty to the extent providgdapplicable law. EMC'’s articles of organizatidm not eliminate or limit the liability of a
director for certain specified actions.

The MBCA provides that a corporation’s articleafanization may contain a provision eliminatindinniting the personal liability of a
director to the corporation for monetary damage®feach of fiduciary duty
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as a director notwithstanding any provision of lawposing such liability. However, the provision Bhreot eliminate or limit the liability of a
director (i) for any breach of the director’s datfyloyalty to the corporation or its sharehold€ii$ for acts or omissions not in good faith or
which involve intentional misconduct or a knowiniglation of law, (iii) for improper distributiongr (iv) for any transaction from which the
director derived an improper personal benefit.

VMware.VMware’s certificate of incorporation provides thaine of its directors will be personally liableitor its stockholders for
monetary damages for breach of fiduciary duty dsector, except, to the extent required by the DGIOr liability (i) for any breach of the
director’s duty of loyalty to VMware or its stocklders, (ii) for acts or omissions not in good faithwhich involve intentional misconduct or a
knowing violation of law, (iii) for payments of ualful dividends or unlawful stock purchases or reggons under Section 174 of the DGCL,
or (iv) for any transaction from which the directierived an improper personal benefit.

The DGCL provides that a corporation may includésrcertificate of incorporation a provision elmating or limiting the personal
liability of a director to the corporation or iteoskholders for monetary damages for a breachefitrector’s fiduciary duties. However, such
provision shall not eliminate or limit a directotiability for any breach of the directarduty of loyalty to the corporation or its stoclders, fo
acts or omissions not in good faith or that invalventional misconduct or a knowing violation afd, under Section 174 of the DGCL and for
any transaction from which the director derivedraproper personal benefit.

OTHER MATTERS
Determination of Record Date

EMC.EMC'’s bylaws provide that the directors may fixaidvance a time, which shall not be more than 7@ ajore the date of any
meeting of shareholders or the date for the paymieany dividend or making of any distribution twaseholders or the last day on which the
consent or dissent of shareholders may be effdgtespressed for any purpose, as the record dawetermining the shareholders having the
right to notice of and to vote at such meetingherright to receive such dividend or distributiartiee right to give such consent or dissent.

Under the MBCA, a record date may not be more #ttadays before the meeting or action requiringtard@nation of shareholders.

VMware.VMware's bylaws provide that the board of directoray fix a record date, which shall not precededdie on which the
resolution fixing the record date is adopted byhiberd of directors and which shall not be more @ nor less than ten days before the de¢
any meeting of stockholders, nor more than 60 gaigs to the time for the receipt of any dividendodher distribution or allotment of any
rights or prior to the time for the exercise of aights in respect of any change, conversion oharge of stock.

The DGCL provides that a record date shall notguledhe date upon which the resolution fixing #eord date is adopted by the board
of directors and shall not be more than 60 nortleas ten days before the date of such meeting.

Notice of Stockholder Meetings

EMC. EMC must provide written notice of each meetingludreholders, stating the place, date and houthengurposes of the meeting,
no fewer than seven days nor more than 60 daysétife meeting to each shareholder entitled to abseich meeting.

Under the MBCA, a written notice of the date, tiavel place of each annual and special shareholaemsting describing the purposes of
the meeting shall be given to shareholders no fefnaar seven nor more than 60 days before the ngegtite.

151



Table of Contents

VMware.VMware must provide a written or printed noticetstg the place, if any, date and time of the nmggtand the means of rem
communications, if any, not less than ten daysmmare than 60 days before the date of the meetiegdb stockholder of record entitled to v
at such meeting.

The DGCL provides that whenever stockholders agaired or permitted to take any action at a meetingritten notice of the meeting
shall be given which shall state the place, if alate and hour of the meeting, the means of reswtenunications, if any, and, in the case of a
special meeting, the purpose or purposes for wiielmeeting is called. Unless otherwise providethénDGCL, the written notice of any
meeting shall be given not less than ten nor ntoaa 60 days before the date of the meeting to stacikholder entitled to vote at such
meeting.

Stockholder Inspection of Corporate Records

EMC.EMC's articles of organization provide that shaddkes shall not have any right to examine any prypar any books, accounts or
other writings of the corporation if there is reaable ground for belief that such examination Vaillany reason be adverse to the interests of
the corporation, and a vote of the directors refgigiermission to make such examination and sefiirtg that in the opinion of the directors
such examination would be adverse to the interddtse corporation shall be prima facie evidena fuch examination would be adverse to
the interests of the corporation.

EMC’s bylaws further provide that EMC'’s secretanals record all proceedings of the shareholdeis limok or series of books, which
book or books shall be open at all reasonable tbmése inspection of any shareholder.

The MBCA provides that a shareholder is entitleth&pect and copy, during regular business houttseatffice where they are
maintained copies of certain records of the coramaf he gives the corporation written noticehid demand at least five business days before
the date on which he wishes to inspect and coply semords. The MBCA further provides that a shalddrois entitled to inspect and copy,
during regular business hours at a reasonableidocspecified by the corporation, other specifiedards if the shareholder makes his demand
in good faith and for a proper purpose, he dessnitiéh reasonable particularity his purpose and#oerds he desires to inspect, the records
are directly connected with his purpose and thea@tion shall not have determined in good faitit tlisclosure of the records sought would
adversely affect the corporation in the condudtoobusiness or constitute material non-public infation.

VMware.The DGCL provides any stockholder with the rightrtspect the company’s stock ledger, stockholdss lnd other books and
records for a purpose reasonably related to theopés interest as a stockholder.

Stockholder Proposals and Nominations

EMC.EMC'’s bylaws provide that nominations for a dirgattay be by a shareholder entitled to vote whodw®disered notice to the
principal executive offices of EMC (i) not less th@5 days nor more than 125 days prior to the amsary date of the immediately preceding
annual meeting, or (ii) if the annual meeting iBexhfor a date not within 30 days before or aftech anniversary date, not later than the close
of business on the tenth day following the day dictv notice of the date of such meeting is mailechade public, whichever first occurs.

EMC'’s bylaws also provide that business may be ginbbefore a meeting of shareholders by a sharehelutitled to vote at such annual
meeting who has delivered notice to the principalcaitive offices of EMC (i) not less than 95 dags more than 125 days prior to the
anniversary date of the immediately preceding ahmegting, or (ii) for a special meeting or an aslmeeting called for a date not within 30
days before or after such anniversary date, net taan the close of business on the tenth dagviirlg the day on which notice of the date of
such meeting is mailed or made public, whichewst ficcurs.
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VMware.For nominations of persons for election to VMwatetgrd of directors or for other business to bgerly brought before an
annual meeting by a stockholder, the stockholdestrdeliver written notice to VMware’s secretarydtlware’s principal executive office not
earlier than the close of business on the 120thmiaylater than the close of business on the 88sh prior to the first anniversary of the
preceding yeas annual meeting (provided that, with respect éoahnual meeting to be held in 2008, the annivedate shall be deemed to
May 1, 2008). However, in the event that the détengy annual meeting is more than 30 days beforaare than 30 days after such anniver
date, notice by the stockholder must be so delian# earlier than the close of business on thehl@8y prior to such annual meeting and not
later than the close of business on the later)ah@90th day prior to such annual meeting andh@}enth day following the day on which
public announcement of the date of such meetifigsismade.

Until such time as EMC ceases to be the benefivieler of shares representing at least a majorith@¥otes entitled to be cast by the
holders of Class A common stock and the holdefGlass B common stock, voting together as a singlesc EMC shall be entitled to nominate
persons for election to the board of directors pmgbose business to be considered by the stockisadtl@ny meeting of stockholders without
compliance with these notice requirements and phoess.

Quorum for Meetings of Stockholders
EMC. A quorum shall consist of a majority in interestatifstock issued and outstanding and entitledote at the meeting.

VMware.The holders of shares of then-outstanding capiteksof VMware representing a majority of the voteditled to be cast
generally at a meeting of stockholders, represeintpdrson or by proxy, shall constitute a quordra meeting of stockholders.

Calling Special Meetings of Stockholders

EMC.EMC's bylaws provide that generally, special meggiof the shareholders may be called by EMC'’s desgiat the direction of the
chairman of EMC'’s board of directors or by a majodf EMC'’s directors. In addition, a special magtmay be called by EMC’s secretary, or
in the case of the death, absence, incapacityfasakof EMC’s secretary, by any other officer M€, upon the written application of
shareholders who hold 85% in interest of EMC’s tadsitock entitled to be voted at the proposed mget

The MBCA provides that a corporation shall holcpbaal meeting of its shareholders on call of @ard of directors or the person
authorized to do so by the articles of organizatiobylaws, or, in the case of a public corporatiomiess otherwise provided in the articles of
organization or bylaws, if the holders of at le&3tper cent of all the votes entitled to be casaimnissue to be considered at the proposed
special meeting sign, date and deliver to the aatfim’s secretary one or more written demandshfermeeting describing the purposes for
which it is to be held.

VMware.Except as otherwise required by law, special mgstof VMwares stockholders for any purpose or purposes may lmnlyallec
by (1) EMC or its successor-in-interest, so longEBC or its successor-in-interest is the benefioi@her of at least a majority of the votes
entitled to be cast by the holders of Class A comstock and the holders of Class B common stodingadogether as a single class,

(2) VMware’s chairman or (3) VMware’s board of diters or its secretary pursuant to a resolutioma@ama by a majority of directors then in
office. No business other than that stated in thteca of a special meeting may be transacted &t special meetings.

Delaware law permits special meetings of stockhrslde be called by the board of directors or byhspersons authorized by the
certificate of incorporation or bylaws.
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Stockholder Action by Written Consent

EMC.EMC's bylaws provide that shareholders may take aetithout a meeting of shareholders if all sharehdmtitled to vote on tt
matter consent to the action in writing and thettemi consents are filed with the records of thetinge of shareholders.

The MBCA provides that actions required or perrditte be taken at a shareholders’ meeting may lentakthout a meeting if the action
is taken either by all shareholders entitled teewant the action or to the extent permitted by ttielas of organization, by shareholders having
not less than the minimum number of votes necegsaake the action at a meeting at which all shaiders entitled to vote on the action are
present and voting. Such action shall be evidebyet or more written consents that describe thiemat¢aken, are signed by shareholders
having the requisite votes, bear the date of teasures of such shareholders and are deliverggbtoorporation for inclusion with the records
of meetings within 60 days of the earliest dateasent delivered to the corporation.

VMware.VMware’s certificate of incorporation provides thattil such time as EMC or its successor-in-inteceases to hold shares
representing at least a majority of votes entittele cast by the holders of Class A common stockthe holders of Class B common stock,
voting together as a single class, any action reduwr permitted to be taken by stockholders ateamual or special meeting of stockholders
may be taken without a meeting, without prior netand without a vote, so long as written conseabtained from the holders of the minimi
number of votes that would have been required toagize or take action if such a meeting were hetdm and after such time as EMC or its
successor-innterest ceases to hold shares representing ataeaajority of the votes entitled to be cast by fiolders of Class A common st
and the holders of Class B common stock, votingttogr as a single class, any action required onipted to be taken by stockholders may be
effected only at a duly called annual or speciattimg of stockholders and may not be effected yitien consent or consents by stockholc
in lieu of such a meeting.

The DGCL provides that unless otherwise providethéncertificate of incorporation, any action reqdito be taken at any annual or
special meeting of stockholders of a corporatiorgry action which may be taken at any annual ecisp meeting of such stockholders, may
be taken without a meeting, without prior noticel avithout a vote, if a consent or consents in wgtisetting forth the action so taken, is sic
by the holders of outstanding stock having not teas the minimum number of votes that would besssary to authorize or take such actic
a meeting at which all shares entitled to votedberwere present and voted.

Amendment of Articles of Organization or Certification of Incorporation

EMC.In general, under the MBCA, all amendments to paxation’s articles of organization require appitaMahe board of directors
and the affirmative vote of two—thirds of all tHeases entitled generally to vote on the matteteyatrticles of organization.

VMware.Subiject to the rights of holders of VMware Classddnmon stock to withhold their consent to the ameett of the provisions
of VMware’s certificate of incorporation relating torporate opportunities and conflicts of intetestiwveen VMware and EMC, certain
provisions of VMware’s certificate of incorporatiomay be amended by the affirmative vote of at 18886 of the votes entitled to be cast
thereon. All other provisions of VMwaretertificate of incorporation may be amended leyatiirmative vote of a majority of the votes eletil
to be cast thereon.

The DGCL provides that in order to amend the destié of incorporation, the board of directors madkbpt a resolution which then must
be approved by a vote of a majority of the outsitagadtock entitled to vote thereon and a majorftthe outstanding stock of each class ent
to vote thereon as a class unless a greater propdstspecified in the certificate of incorporatio
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Amendment of Bylaws

EMC.EMC's bylaws may be altered, amended or repealadytinnual or special meeting of shareholders\mta of the shareholders.
EMC’s bylaws may also be altered, amended or regdda} vote of a majority of the directors then ffioe, except that the directors shall not
take any action which provides for indemnificatifrdirectors nor any action to amend the bylaw fmiown concerning amendments, and ex
that the directors shall not take any action untesmitted by law. Any bylaw so altered, amendedepealed by EMC's directors may be
further altered or amended or reinstated by EMCedi@ders in the above manner.

The MBCA provides that the power to make, amendepeal a corporation’s bylaws shall be in the dmalders. If authorized by a
corporation’s articles of organization, or by thadws pursuant to authorization in the articleg, bloard of directors may also make, amend or
repeal bylaws in whole or in part, except with exgtfto any provision thereof which by virtue ofetpress provision in the MBCA, the articles
of organization, or the bylaws, requires actiorthmy shareholders. Any action taken by the boantirettors with respect to the bylaws may be
amended or repealed by the shareholders.

VMware.The board of directors may from time to time mak®@gend, supplement or repeal the bylaws upon theeofcd majority of the
board of directors. Once EMC or its successor-iarast ceases to own shares representing at lezgbaty of the votes entitled to be cast by
the holders of Class A common stock and the holde@ass B common stock, voting together as alsialgss, VMware’s certificate of
incorporation provides that the sections of itsalad related to classified board structure, the xexhof directors and the required advance
notice related to shareholder proposals and noromat directors by shareholders may only be amérmjethe affirmative vote of shares
representing at least 80% of the votes entitlduketoast by the outstanding common stock, voting siegle class, subject to any voting rights
granted to any holders of any preferred stock.

Under the DGCL, the power to adopt, amend or repgalvs shall be in the stockholders entitled tevélowever, a corporation may, in
its certificate of incorporation, confer the povwemdopt, amend or repeal bylaws upon the directord the fact that such power has been so
conferred upon the directors shall not divest tbekholders of the power, nor limit their poweratopt, amend or repeal bylaws.

STATE ANTI-TAKEOVER STATUTES
Business Combinations
EMC.EMC has opted out of the business combination tetatu

Massachusetts has adopted a “Business Combinaiatite. In general, a Massachusetts corporatiprolsibited from engaging in
certain business combinations (defined by the wdtuinclude certain mergers and consolidatiorspasitions of assets and issuances of
securities as well as certain other transactiorit) an interested stockholder (defined by the statiniinclude holders of 5% or more of the
outstanding stock of the corporation) for a pebthree years following the date that such stotkrobecame an interested stockholder,
except under certain circumstances, which include:

» prior approval by the board of directors of theibaess combination or the transaction which resuhetie stockholder becoming
interested stockholde

» subsequent approval of the business combinatiadhdboard of directors and by a vote of at leas-thirds of the outstandin
voting stock which is not owned by the interestextisholder; ol

* upon consummation of the transaction which resutigtie stockholder becoming an interested stoaédrothe stockholder owned
at least 90% of the voting stock of the corporafexcluding stock held by persons who are direcaoi$ also officers and shares
owned by employee stock plan
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VMware.VMware will be subject to the provisions of Sect20B of the DGCL regulating corporate takeovers.

In general, those provisions prohibit a Delawamporation from engaging in any business combinatiih any interested stockholder
for a period of three years following the date ttnat stockholder became an interested stockhalddgss:

the transaction is approved by the board beforel#te the interested stockholder attained thaist

upon consummation of the transaction that resuttéde stockholder becoming an interested stocldrolthe interested stockholc
owned at least 85% of the voting stock of the caapon outstanding at the time the transaction cemeed; ol

on or after the date the business combinationpscaed by the board and authorized at a meetisioakholders by at least t—
thirds of the outstanding voting stock that is oehed by the interested stockholc

Section 203 defines “business combination” to idelthe following:

any merger or consolidation involving the corparatand the interested stockhold
any sale, transfer, pledge or other dispositiohG86 or more of the assets of the corporation inmglthe interested stockholdt

subject to certain exceptions, any transactionrémailts in the issuance or transfer by the cotjmrar its subsidiaries of any stock
of the corporation to the interested stockhol

any transaction involving the corporation or itbsidiaries that has the effect of increasing ttepeprtionate share of the stock
any class or series of the corporation beneficialiyied by the interested stockholder

the receipt by the interested stockholder of theelieof any loans, advances, guarantees, pledgether financial benefits provid
by or through the corporatio

In general, Section 203 defines an interested hder as any entity or person beneficially ownlis§6 or more of the outstanding
voting stock of the corporation and any entity ergon affiliated with or controlling or controlldxy any of these entities or persons.

Control Share Acquisition
EMC. EMC has opted out of the control share acquisiiartute.

Massachusetts has adopted a “Control Share Aciguisgtatute. In general, any person who makes an wffacquire, or acquires, sha
of stock of a Massachusetts corporation that, wimenbined with shares already owned, would increast person’s ownership to at least
20%, 33 1/3% or a majority of the voting stock o€ls corporation, must obtain the approval of a mitgjof shares held by all stockholders
except such person and its officers and insidecttirs of the corporation in order to vote the shaequired.

Delaware.The DGCL does not contain a control share acqaisitatute.
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PRINCIPAL STOCKHOLDERS

As of the date of this Prospectus—Offer to Exchamadleof our common stock outstanding is owned BCE Upon completion of the
IPO, EMC will beneficially own approximately 43% ofir issued and outstanding Class A common stodkL8A% of our issued and
outstanding Class B common stock. These sharesepilesent approximately 99% of the total votingvpoof our common stock (or
approximately 98% if the underwriters exerciselth their overallotment option). After completion of the IPO, EMIl be able, acting alon
to elect our entire board of directors and to apprany action requiring stockholder approval. Scibe the expiration of the applicable waiti
period under the HSR Act and the satisfaction béptustomary closing conditions, Intel will owrb @nillion shares, or approximately 12.7%,
of our Class A common stock to be outstanding ugmnpletion of this offering and approximately 2.5%the shares of our common stock
then outstanding which shares will represent lears L% of the combined voting power of our outstagp@dommon stock.

In June 2007, our Compensation and Corporate GamesnCommittee made broad-based equity awards tengployees, including
grants of options to purchase 1,900,000 sharesro€tass A common stock to our Named Executived@ff with an exercise price of $23.00
per share. Also, our Compensation and Corporatefaance Committee granted 40,000 options to puecBtsss A common stock to each of
Michael W. Brown, John R. Egan and David N. Strobuor, non-employee directors. Additionally, someof executive officers may acquire
VMware stock options and restricted stock by pgrtiting in this Offer.

The following table sets forth information as oh@w0, 2007 about the number of shares of our camstazk beneficially owned and t
percentage of common stock beneficially owned by:

» each person known to us to be the beneficial owharore than 5% of our common sto
» each of our named executive office

» each of our directors; ar

« all of our directors and executive officers as augr.

To our knowledge, except as indicated in the fomsdo this table or as provided by applicable comity property laws, the persons
named in the table have sole investment and vatirvger with respect to the shares of common stodicated.

Number of Shares of

VMware p ¢
Class B Common ercent g
Stock Outstanding
Name Beneficially Owned®) Shares
5% Beneficial Owners
EMC Corporatior? 300,000,00 10C%
Number of Shares of
VMware ¢
Class A Common Percent o
Stock Outstanding
Name Beneficially Owned®) Shares

5% Beneficial Owners
EMC Corporatiorn?®) 332,500,00 99.9%

Directors and Officers

Diane B. Green 0 *
Carl M. Eschenbac 0 &
Mark S. Peel 0 *
Rashmi Gard: 0 *
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Number of Shares o

VMware
Classéﬁiciimmon Percent of
Beneficially Owned Outstanding
Name @ Shares
Thomas J. Jurewic 0
Joseph M. Tucc 0
Michael W. Brown® 40,00( *
John R. Egaf® 40,00(
David |. Goulder 0
David N. Strohni® 40,00(
Paul Auvil** 0
120,00( *

All directors and executive officers as a group [f&tsons}”

*

*%

1)

()
®3)
(4)
(5)
(6)
(7)

Less than 1%

Our former chief financial officel

All amounts shown in this column include shasbginable upon exercise of stock options curyesdkrcisable or exercisable within 60
days of the date of this tab

The principal business address of EMC is 176 S8utket, Hopkinton, MA 0174¢

Includes 300,000,000 shares of Class B common stbath are convertible into Class A common stc
Mr. Brown is deemed to own 40,000 of these shayesdrtue of options to purchase these she

Mr. Egan is deemed to own 40,000 of these sharesrtue of options to purchase these she

Mr. Strohm is deemed to own 40,000 of these sHayesrtue of options to purchase these she

Includes 120,000 shares of VMware Class A commocksbeneficially owned by all executive officerdatirectors as a group by virti
of options to purchase these shares. Excludesshan® which such individuals have disclaimed heiaé ownership.

The address of all persons listed above, other M€ Corporation, is c/o VMware, Inc., 3401 HillweAvenue, Palo Alto, CA 94304.

Following the IPO, we will have two classes of auwthed common stock: Class A common stock and Bassmmon stock. Only EMC

or its successor-in-interest may hold shares o§<CBacommon stock unless EMC distributes its shafr€ass B common stock in a
distribution under section 355 of the Code. Thatsgf the holders of Class A and Class B commocksare identical, except with respect to
voting, the election of directors, conversion, agriactions that require the consent of holdeiGSlags B common stock and other protective
provisions as set forth in this offer to exchanfee holders of Class B common stock shall be eutith 10 votes per share and the holders of
Class A common stock shall be entitled to one peteshare. The holders of Class B common stockayseparately as a class, are entitled to
elect 80% of the total number of the directors anlwoard of directors which we would have if themere no vacancies on our board of
directors at the time. Subject to any rights of aesies of preferred stock to elect directors hblelers of Class A common stock and the hol

of Class B common stock, voting together as a siolglss, are entitled to elect the remaining dirsodn our board of directors, which at no
time will be less than one director. Each shar€laks B common stock is convertible into one sléelass A common stock at any time
unless EMC distributes its shares of Class B comstock in a distribution under section 355 of thel€.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to the IPO, there has been no market foreshaf our common stock. Future sales of substaanti@unts of shares of our common
stock in the public market could adversely affaevailing market prices. Furthermore, since onlyrdted number of shares will be available
for sale shortly after the IPO because of contieand legal restrictions on resale, sales of sultist amounts of our shares of our common
stock in the public market after the restrictiomgde, could adversely affect prevailing marketggiand our ability to raise equity capital in the
future.

Upon completion of the IPO, EMC will own 332,50000¢hares of our common stock, which will represgroximately 89% of the
total outstanding shares of our common stock (88%ei underwriters’ over-allotment option is exeed in full). In addition, we have reserved
35,799,411 shares of our Class A common stock lidsugon the exercise of stock option awards, stiltgevesting, and 452,676 shares of our
Class A common stock issuable upon the vestinggificted stock units, which were granted in Jurge July 2007 with an exercise price of
$23.00 per share. Also, we will have reserved shaf@ur Class A common stock issuable either uperexercise of stock option awards,
subject to vesting, or as restricted stock awadlsject to the lapsing of restrictions, in eacledas issuance to employees in connection with
the Offer.

We, our directors and executive officers, EMC amellhave agreed that, for a period of 180 daym filee effective date of the IPO, we
and they will not, without the prior written consef Citi, JPMorgan and Lehman Brothers, offer|,smntract to sell, pledge or otherwise
dispose (including by effective economic disposi}iof, or establish or increase a put equivalesitium or liquidate or decrease a call
equivalent position within the meaning of Secti@cf the Exchange Act in respect of, any sharesiofcommon stock or any securities
convertible into, or exercisable or exchangeabiedioares of our common stock, or publicly annowrténtention to effect any such
transaction. The foregoing agreement does not apply) the shares of Class A common stock to kkisdhe IPO; (b) the filing of any
registration statement on Form S-8 by us in respkttte Class A common stock or securities conblertinto, or exercisable or exchangeable
for, the Class A common stock; (c) offers, salesitacts to sell, the issuance of or the registnatif Class A common stock or securities
convertible into, or exercisable or exchangeabigetfe Class A common stock pursuant to an equageld compensation plan of ours in effect
at the time of the IPO; (d) offers, sales, consdotsell, the issuance of or the registration lat€ A common stock by us as consideration for
one or more acquisitions, provided that (i) theuaay of such Class A common stock agrees to bgesuto a lock-up agreement in the same
form as agreed to by us, and (ii) the aggregatebeurof shares of Class A common stock issued @eagto be issued by us in all such
acquisitions (measured as of the date of the agdplcacquisition agreement) does not exceed shaf@lgss A common stock; or (e) transfers
of Class A common stock or securities convertibte,ior exercisable or exchangeable for, ClassrAraon stock by any person other than
EMC or us by gift, donation to a charitable orgatizn or transfer to a trust for the benefit of ttensferring person or his immediate family,
provided the recipient in each case agrees to badby the terms of the lock-up in the same forragreed to by the transferring person, or
transfers by will or the laws of descent and disttion. Citi, JPMorgan and Lehman Brothers, inrtlseie discretion, may release any of the
securities subject to these lock-up agreementsyatime without notice. In addition, we have agreeth the underwriters that we will require,
as a condition to participating in this Offer, peigating employees who receive options to purcltaseClass A common stock and restricted
stock awards of our Class A common stock in thifeb agree to the foregoing lock-up restrictiasighject to the foregoing exceptions, for a
period of 180 days from the date of this offer xaleange. We may release the securities subjebegetlock-up agreements only with the prior
written consent of Citi, JPMorgan and Lehman Bragtie their sole discretion. Such release may oatany time and without notice.

The 180-day lock-up period described in the prawpgiaragraph will be automatically extended if: dlijying the last 17 days of the 180-
day period we issue an earnings release or annonatggial news or a material event relating to emues; or (2) prior to the expiration of the
180-day period, we announce that we will releasriegs results during the 16-day period followihg tast day of the 180-day period, in
which case the restrictions described in the prieggearagraph will continue to apply until the engion of the 18-day period
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beginning on the issuance of the earnings releadee@nnouncement of the material news or eveess Citi, JPMorgan and Lehman
Brothers waive this extension in their sole disoret

As a result, in addition to the shares being solthé IPO, which may be sold immediately followthg IPO (except to the extent held by
our affiliates, as described below), after thiklop period, shares of our common stock held by Ebt@res of our Class A common stock
issued in connection with the Intel investment,rebaf our Class A common stock issued upon theceseeof then outstanding options and
shares of restricted Class A common stock will ligkde for sale, subject to the volume, mannesale and other limitations of Rule 144 and
subject to any vesting requirements in respectaufksoptions and the lapsing of any restrictionsestricted shares.

In general, under Rule 144 as currently in effagigrson (or persons whose shares are aggregdtedjas beneficially owned restricted
securities for at least one year is entitled tbwithin any three-month period a number of shdhas does not exceed the greater of:

» one percent of our then outstanding shares of Glassmmon stock (750,000 shares immediately afftisrdffering and the closing
the Intel investment); ¢

» the average weekly trading volume of shares ofcourmon stock on the New York Stock Exchange duttiegfour calendar weeks
preceding the date on which notice of the salded fvith the Securities and Exchange Commiss

Sales under Rule 144 also are subject to manrsalefprovisions, notice requirements and the aviditiaof current public information
about us. Under Rule 144(k), a person who is netrdl to have been one of our affiliates at any tinméng the three months preceding a sale,
and who has beneficially owned the shares proptusbd sold for at least two years, is entitledeth such shares without complying with the
manner of sale, public information, volume limitatj or notice provisions of Rule 144. To the extbiat shares were acquired from one of our
affiliates, such person’s holding period for pup®sf effecting a sale under Rule 144 commencébedate of transfer from the affiliate.

The initial public offering price for the shareslivie determined by negotiations between us andegpheesentatives. Among the factors
that will be considered in determining the inifaiblic offering price were our record of operatioogr current financial condition, our future
prospects, our markets, the economic conditiommthfuture prospects for the industry in which wenpete, our management, and currently
prevailing general conditions in the equity sedesitmarkets, including current market valuationputflicly traded companies considered
comparable to our company. We cannot assure youever, that the prices at which the shares willinghe public market after the IPO will
not be lower than the initial public offering prioethat an active trading market in our commorlstwill develop and continue after the IPO.

In connection with the IPO, the underwriters maycpase and sell shares of Class A common stodieiopen market. These
transactions may include short sales, syndicateramy transactions and stabilizing transaction®rSéales involve syndicate sales of shares of
our Class A common stock in excess of the numbehafes to be purchased by the underwriters itlP®ewhich creates a syndicate short
position. “Covered” short sales are sales of shav@de in an amount up to the number of sharesgepted by the underwriters’ ovallotment
option. In determining the source of shares toeclmst the covered syndicate short position, theeomadters will consider, among other things,
the price of shares available for purchase in flenanarket as compared to the price at which they parchase shares through the over-
allotment option. Transactions to close out theetett syndicate short positions involve either pasels of the common stock in the open
market after the distribution has been competati®mexercise of the over-allotment option. The uwdiéers may also make “naked” short
sales of shares in excess of the over-allotmembropthe underwriters must close out any nakedtgtwsition by purchasing shares of Class A
common stock in the open market. A naked shortipaosis more likely to be created if the underwistare concerned that there may be
downward pressure on the price of the shares iofle@ market after pricing that could adverselgetffnvestors who purchase in the IPO.
Stabilizing transactions consist of bids for orghases of shares in the open market while the $R©progress.
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The underwriters also may impose a penalty bidaRgbids permit the underwriters to reclaim aisgliconcession from a syndicate
member when the underwriters repurchase sharesaltgsold by that syndicate member in order teercsyndicate short positions or make
stabilizing purchases.

Any of these activities may have the effect of preting or retarding a decline in the market pritéhe common stock. They may also
cause the price of the common stock to be higteer the price that would otherwise exist in the opemket in the absence of these
transactions. The underwriters may conduct theses#ctions on the exchange on which we are listgdtbe over-the-counter market, or
otherwise. If the underwriters commence any ofehesnsactions, they may discontinue them at ang.ti

The underwriters have performed investment ban&imdjadvisory services for EMC from time to time fdrich they have received
customary fees and expenses. The underwriters fnoay time to time in the future, engage in trangad with and perform services for us and
EMC in the ordinary course of their business.

We have agreed to indemnify the underwriters agaiedain liabilities, including liabilities undéne Securities Act, or to contribute to
payments the underwriters may be required to makause of any of those liabilities.

Our Class A common stock has been approved fandistin the New York Stock Exchange under the syrfsWw.”
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LEGAL MATTERS

Selected legal matters with respect to the validitthe securities offered by this Prospectus—OffeExchange will be passed upon for
us by Skadden, Arps, Slate, Meagher & Flom LLP tBosMassachusetts.

EXPERTS

The financial statements as of December 31, 20862805, for each of the two years in the periodegindecember 31, 2006 and for the
period from January 9, 2004 to December 31, 20@Auded in this Prospectus—Offer to Exchange haenlso included in reliance on the
report of PricewaterhouseCoopers LLP, an indepen@gistered public accounting firm, given on thsharity of said firm as experts in
auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION ABOUT EMC ANDV MWARE

EMC files annual, quarterly and current reportexgrstatements and other information with the SBGeu the Exchange Act. You may
read and copy this information at the SEC’s PuRkference Room, located at 100 F Street, N.E., WWgsin, D.C. 20549. You may also
obtain information on the operation of the Publaf@ence Room by calling the SEC at 1-800-SEC-0380.may also obtain copies of this
information by mail from the SEC at the above addrat prescribed rates.

The SEC also maintains a website that containgtgpgmoxy statements and other information thatEfles electronically with the
SEC. The address of that website is http://wwwgac.

EMC’s common stock is listed on the New York Stéoichange. You may also inspect reports, proxy stetgs and other information
about EMC at the offices of the New York Stock Exabe, 20 Broad Street, New York, New York 10005.

The SEC allows certain information to be “incorgerhby reference” into this Prospectus—Offer tolamge by VMware, which means
that VMware can disclose important information tuyabout EMC by referring you to another documéviCehas separately filed with the
SEC. The information incorporated by referencesisrded to be part of this Prospectus—Offer to Exgbaexcept for any information
superseded by information contained directly is thiospectus—Offer to Exchange. This Prospectuser@ifExchange incorporates by
reference the documents set forth below that EMCpmaviously filed with the SEC. These documentgaio important information about
EMC, its business, financial condition and resaftsperations:

(1) EMC’s Annual Report on Form 10-K for the yeaded December 31, 2006, filed by EMC on February2P07;
(2) EMC’s Quarterly Report on Form 10-Q for the gqaaended March 31, 2007, filed by EMC on May @07Z;
(3) EMC'’s Current Report on Form 8-K filed by EM@ May 7, 2007; and
(4) EMC'’s Definitive Proxy Statement on Schedulé ¥ded by EMC on March 27, 2007.
All documents filed by EMC pursuant to Section 33(&8(c), 14 or 15(d) of the Exchange Act from tlade of the Preliminary

Prospectus—Offer to Exchange dated July 9, 20@Reaate that the IPO is terminated shall alsodsarebd to be incorporated into this
Prospectus—Offer to Exchange by reference.

Documents incorporated by reference are availalitowt charge, upon written or oral request toitliermation and exchange agent,
Mellon Investor Services, located at Mellon Inves$ervices, Reorganization Department, 27th Fl&80, Washington Blvd., Jersey City, NJ
07310, at 1-888-313-1479 (from
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within the U.S.) or at 201-680-6672 (from outsile UJ.S.). In order to receive timely delivery obsle materials, you must make your requests
no later than five business days before expiraticthis Offer.

If you request any incorporated documents, therinédion and exchange agent, Mellon Investor Sesyiadl mail them to you within
one business day after receiving your request.

Any statement contained in a document incorporatehkis document by reference will be deemed tonbelified or superseded for the
purposes of this Prospectus—Offer to Exchanged@#tent that a statement contained in this doctioreainy subsequently filed document
that is deemed to be incorporated in this docurbgmeference modifies or supersedes the stateragptstatement so modified or superseded
will not be deemed, except as so modified or sigoed, to constitute a part of this Prospectus—Qffé&xchange.

VMware and EMC have not authorized anyone to giveiaformation or make any representation abow @ffer that is different from,
or in addition to, that contained in this ProspeetDffer to Exchange or in any of the materials thate been incorporated by reference into
this Prospectus—Offer to Exchange. Therefore, yoaie does give you information of this sort, yooud not rely on it. If you are in a
jurisdiction where offers to exchange or sell, dlicitations of offers to exchange or purchase,gbeurities offered by this document
unlawful, or if you are a person to whom it is umfal to direct these types of activities, then difer presented in this document does not
extend to you. The information contained in this@ment speaks only as of the date of this docunn@ess the information specifically
indicates that another date applies.

Throughout this Offer, indicative Exchange Ratical¢ulated in the manner and at the intervals desttin this Prospectus—Offer to
Exchange) will also be available to eligible em@ey through the Election Site for the EMC—VMwareliange Program at
https://www.corp-action.net/'vmware and from theoimfiation and exchange agent, Mellon Investor Sesyiat 1-888-313-1479 (from within
the U.S.) or at 201-680-6672 (from outside the JJ A&t approximately 2:30 p.m., Pacific Time, on Awsg 6, 2007 (unless this Offer is
extended), the Election Site for the EMC—VMware Exiege Program will be updated with the final Exd®Ratio. During the last two full
trading days of this Offer, August 2 and Augus2@)7 (unless this Offer is extended), the Elec8de for the EMC—VMware Exchange
Program will display the ongoing calculation, uggthbn an hourly basis, of the actual VWAP and tkehBnge Ratio as it then stands
(assuming that the IPO Price was equal to the midtpf the range of the estimated initial offeripgce reflected in the IPO Registration
Statement). Thus, on the next-to-last trading d&yr po the Expiration Date (the first day of thelaulation period), the actual daily VWAP of
EMC Stock during the elapsed portion of that fitay will be used in the calculation and, on thalffinading day prior to the Expiration Date,
the calculations will use the average of the deMyAP of EMC Stock for the next-to-last trading daryd the actual daily VWAP during the
elapsed portion of that final trading day. The Etat Site for the, EMC—VMware Exchange Program Ww#él updated every hour during the
two-day calculation period and a final VWAP, sulbjecextension of this Offer, will be posted at egppmately 2:30 p.m. Pacific Time on the
day prior to the Expiration Date.
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VMWARE, INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SCHE DULE

Report of Independent Registered Public Accourfiinm F-2
Consolidated Balance Sheets at March 31, 2007 (liteal), December 31, 2006 and 2( F-3
Consolidated Income Statements for the three maritled March 31, 2007 and 2006 (unaudited), foy&aes ended December «

2006 and 2005 and for the period from January 8426 December 31, 20( F-4
Consolidated Statements of Cash Flows for the threeths ended March 31, 2007 and 2006 (unauditedihe years ende

December 31, 2006 and 2005 and for the period ffanuary 9, 2004 to December 31, 2! F-5
Consolidated Statements of Stockholder’s Equityfigiity for the three months ended March 31, 2007afudited), for the years ended

December 31, 2006 and 2005 and for the period ffanuary 9, 2004 to December 31, 2! F-6
Notes to Consolidated Financial Stateme F-7
Schedule
Schedule —Valuation and Qualifying Accoun F-34

Note: All other financial statement schedules arétted because they are not applicable or the redunformation is included in tt
consolidated financial statements or notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholders and the Board of Directors blware, Inc.:

In our opinion, the accompanying consolidated badasheets and the related consolidated statemfeintsomne, stockholder’s equity
(deficit) and cash flows present fairly, in all maal respects, the financial position of VMwaneg.land its subsidiaries at December 31, 2006
and December 31, 2005, and the results of theiratipas and their cash flows for each of the twargen the period ended December 31, 2
and for the period from January 9, 2004 to Decer8the2004, in conformity with accounting principlgsnerally accepted in the United States
of America. In addition, in our opinion, the finaalcstatement schedule listed on page F-35 preéanlis in all material respects, the
information set forth therein when read in conjimtiwith the related consolidated financial statetaeThese financial statements and
financial statement schedule are the responsilgfihe Company’s management. Our responsibilitg isxpress an opinion on these financial
statements and financial statement schedule basedraaudits. We conducted our audits of thesermstants in accordance with the standards
of the Public Company Accounting Oversight Boaraiifeld States). Those standards require that wegmdrperform the audit to obtain
reasonable assurance about whether the finanatahsénts are free of material misstatement. Anténeludes examining, on a test basis,
evidence supporting the amounts and disclosurtiifinancial statements, assessing the accouptingiples used and significant estimates
made by management, and evaluating the overatdiahstatement presentation. We believe that adits provide a reasonable basis for our
opinion.

As discussed in Note A to the consolidated findrat@tements, the Company changed the manner ichvithaccounts for share-based
compensation in 2006.

/sl Pricewaterhouse Coopers LLP
San Jose, California
April 17, 2007, except for Note A - Revision of Bircial Statement Presentation, as to which theidaiay 5, 2007
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VMware, Inc.

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

ASSETS

Current asset:

Cash and cash equivalel

Accounts receivable, less allowance for doubtfalbants of $2,527 (unaudited), $2,1

and $1,589, respective

Due from EMC, ne

Deferred income taxe

Other current asse
Total current asse
Furniture, fixtures and equipment, 1
Other assets, n
Deferred tax assi
Intangible assets, n
Goodwill

Total asset

LIABILITIES AND STOCKHOLDER 'S EQUITY (DEFICIT)
Current liabilities:
Accounts payabl
Accrued expense
Due to EMC, ne
Income taxes payable to EMC, current port
Deferred revenue, current porti
Total current liabilities
Note payable to EMC (see Note |
Income taxes payable to EMC, net of current por
Deferred revenue, net of current port
Deferred tax liability
Commitments (see Note t
Stockholde’'s equity (accumulated deficit
Series preferred stock, par value $.01; authord38j000 share; no shares outstan:
Class A common stock, par value $.01; authoriz68@000 shares; issued &
outstanding 32,500 shares at March 31, 2007 (uted)diDecember 31, 2006 and 2(
Class B convertible common stock, par value $.0fh@ized 1,000,000 shares; issued
and outstanding 300,000 shares at March 31, 20@5uflited), December 31, 2006 ¢
2005
Additional paic-in capital
Deferred compensatic
(Accumulated deficit

Total stockholde’'s equity (deficit)
Total liabilities and stockhold’s equity (deficit)

March 31, December 31,
2007 2006 2005
(unaudited)
$ 258,46¢ $ 176,13 $ 38,65:
146,89: 193,71( 96,481
58,42 2,24¢ —
34,42¢ 27,65¢ 20,86
21,39¢ 22,68¢ 5,97:
519,60 422,43. 161,97
58,47¢ 48,67¢ 19,34
50,731 49,917 26,09:
17,791 20,93t 6,407
37,23( 43,51¢ 59,73
560,47¢ 560,48: 526,25:
$1,244,31 $1,145,95! $ 799,80:
$ 42,25¢ $ 44,227 $ 12,46
104,28: 103,32: 42,417
— — 46,40:
107,49 87,59¢ 63,27:
262,12( 242,60 131,61
516,15¢ 477,74¢ 296,17:
800,00( 800,00( —
5,90: 4,522 1,81(
78,13¢ 63,917 16,84
27,61¢ 30,57¢ 31,15(
32F 32E 32F
3,00 3,00 3,00
6,23¢ — 560,64
— — (110,14Y
(193,05) (234,13) —
(183,49) (230,81) 453,82
$1,244,31 $1,145,95I $ 799,80:

The accompanying notes are an integral part o€dimsolidated financial statements.

F-3



Table of Contents

VMware, Inc.

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

For the Year

For the Period

For the Three Months Ended Ended Ja;Loz;?y 9
March 31, December 31, 2004 10 '
December 31
2007 2006 2006 2005 2004
(unaudited)
Revenues
License $ 169,55 $ 90,30( $491,90: $287,00¢ $ 178,87:
Services 89,13¢ 38,77 212,00: 100,06¢ 39,88:
258,69! 129,07" 703,90« 387,07« 218,75t
Costs of revenue
Cost of license revenu 20,55¢ 12,40¢ 59,20: 40,34( 32,81:
Cost of services revenu 23,46¢ 9,59¢ 64,18( 24,85: 12,62¢
44,02« 22,00« 123,38: 65,19: 45,43¢
Gross profit 214,67: 107,07 580,52 321,88: 173,32(
Operating expense
Research and developme 54,95¢ 22,33t 148,25 72,56 43,90(
Sales and marketir 86,701 42,56¢ 238,32 124,96 59,97¢
General and administrati\ 26,62¢ 11,847 69,60: 30,76: 19,037
In-process research and developn — — 3,70( — 15,20(
Operating incom: 46,38 30,328 120,63¢ 93,59¢ 35,20
Investment incom 2,971 34C 3,271 3,077 53
Other income (expense), r 59 (34€) (1,367) (1,337) (110)
Income before taxe 49,41¢ 30,317 122,54 95,34( 35,15(
Income tax provisiol 8,33¢ 9,981 36,83 28,56¢ 18,36¢
Income before cumulative effect of a change in antiag principle 41,08( 20,33¢ 85,71¢ 66,77¢ 16,78:
Cumulative effect of a change in accounting pritgipet of tax of $0, $108, $108, $0 and — il 17E — —
Net income $ 41,08( $ 20,51: $ 85,89( $ 66,77¢ $ 16,78:
Net income per weighted average share, basic #8sCA and Class B (amounts for Class A
Class B shares are the same under th-class method. See note /
Income per share before cumulative effect of a ghan accounting principl $ 0.1Z $ 0.0¢€ $ 0.2¢ $ 0.2C $ 0.0t
Cumulative effect of a change in accounting pritec — — — — —
Net income per shai $ 0.1Z $ 0.0¢€ $ 0.2¢ $ 0.2C $ 0.0t
Net income per weighted average share, dilute€fass A and Class B (amounts for Class A
Class B shares are the same under th-class method. See note /
Income per share before cumulative effect of a ghan accounting principl $ 0.1Z $ 0.0¢€ $ 0.2¢ $ 0.2C $ 0.0t
Cumulative effect of a change in accounting pritec — — — — —
Net income per shai $ 0.1Z $ 0.0¢€ $ 0.2¢ $ 0.2C $ 0.0t
Weighted average shares, basic and diluted forsGleend Class | 332,50( 332,50( 332,50( 332,50( 332,50(
Unaudited pro forma net income per weighted aveshgee, basic for Class A and Class B
(amounts for Class A and Class B shares are the sader the two-class method. See note
A):
Income per share before cumulative effect of a ghan accounting principle for Class A and
Class B $ 0.11 $ 0.24
Cumulative effect of a change in accounting pritecipr Class A and Class — —
Unaudited pro forma net income per share for Chaasd Class E $ 0.11 $ 0.24
Unaudited pro forma net income per weighted aveshgee, diluted for Class A and Class B
(amounts for Class A and Class B shares are the sader the two-class method. See note
A):
Income per share before cumulative effect of a ghan accounting principle for Class A and
Class B $ 0.11 $ 0.24
Cumulative effect of a change in accounting pritecipr Class A and Class — —
Unaudited pro forma net income per share for CAaasd Class E $ 0.11 $ 0.24
Unaudited pro forma weighted average shares, basidiluted for Class A and Class 363,36¢ 363,36¢

The accompanying notes are an integral part o€timsolidated financial statements.
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VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities:
Net income

Adjustments to reconcile net income to net caskigdea by

operating activities

Cumulative effect of a change in accounting prikec

Depreciation and amortizatic
In-process research and developn
Stoclk-based compensatic
Provision for doubtful accoun
Loss on disposal of fixed ass:

Changes in assets and liabilities, net of acqaisiti

Accounts receivabl
Other asset
Due to (from) EMC
Accounts payabl
Accrued expense
Income taxes payable to EN
Deferred income taxes, r
Deferred revenu
Other liabilities
Net cash provided by operating activit
Investing activities:

Additions to furniture, fixtures and equipme
Capitalized software development cc
Business acquisitions, net of cash acqu
Decrease (increase) in restricted c
Net cash used in investing activiti
Financing activities:

Dividends paid to EM(

Net cash used in financing activiti

Net increase in cash and cash equival

Cash and cash equivalents at beginning of the ¢
Cash and cash equivalents at end of the pi

Supplemental disclosures of cash flow informatiol
Cash paid for intere:
Cash paid for taxe

Non-cash items:

Dividend declared in the form of a note payabl&rC (see

Note M)
Fair value of EMC stock options issued in acquosi

(in thousands)

For the Three Months Ended

For the Year Ended

For the Period

from

January 9, 200«

March 31, December 31,
Decertr?ber31,
2007 2006 2006 2005 2004
(unaudited)
$ 41,08( $ 20,51 $ 85,89( $ 66,77t $ 16,78!
— (175) (175) — —
21,197 12,56¢ 66,57 39,461 30,18¢
— — 3,70( — 15,20(
11,64« 6,46¢ 51,22¢ 27,071 19,54:
457 31€ 768 20z 1,22¢
10€ 12: 4,48¢ — —
46,36 13,87¢ (97,992 (51,967 (28,106
(60€) (1,019 (9,076 (2,120 (71€)
(56,17%) 5,80¢ (48,36 29,25 17,15:
(1,969 3,51¢ 31,76: 7,751 (2,550
96( (1,469 60,90¢ 20,90¢ 6,231
14,69¢ 5,527 (6,00€) 44,06: 10,94:
(6,597 3,721 (21,889 (22,689 7,01¢
33,74( 29,85¢ 158,05¢ 79,53¢ 4,75¢€
— — = — (3,670
104,89t 99,62¢ 279,86: 238,24" 93,99:
(16,58¢) (10,440 (52,572 (20,65 (5,987
(6,677) (12,347 (32,529 (21,558 (8,155
4 27 (46,547) (2,169) —
68€ 172 (10,744 (1,280) 17¢
(22,564 (22,589 (142,382) (45,657 (13,967
— — — (190,000 (92,920)
— — — (190,000 (92,920
82,33 77,04 137,48: 2,59¢ (12,889
176,13¢ 38,65! 38,65 36,05¢ 48,94¢
$ 258,46¢ $ 115,69¢ $176,13: $ 38,65: $ 36,05¢
$ — $ — $ 481 $ 512 $ —
$ 254 $ 6 $ 64,07 $ 7,121 $ 412
$ — $ — $ 800,00( $ — $ —
$ — $ — $ 68¢ $ — $ —

The accompanying notes are an integral part o€dmsolidated financial statements.
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VMware, Inc.

CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY (DE FICIT)
(in thousands)

Class B Additional
Class A Common Convertible (Accumulated Stockholder's
Stock Common Stock Paid-in Deferred Equity
Shares Par Value Shares Par Value Capital Compensatior Deficit) (Deficit)
Acquisition and capitalization of VMware, In 32,50( $ 825 300,00( $  3,00( $ 657,08 $ (47,300 $ — $ 613,11:
Grants of EMC restricted stock, net of
cancellations and withholding — — — — 9,11¢ (9,119 — —
Amortization of deferred compensati — — — — — 19,54: — 19,54:
Benefit from tax sharing arrangement (see
Note A) — — — — 3,76¢ — — 3,76¢
Dividends declare: — — — — (76,139 — (16,782) (92,92()
Net income — — — — — — 16,78 16,78:
Balance, December 31, 20 32,50( 32 300,00( 3,00( 593,83: (36,876 — 560,28:
Grants of EMC restricted stock, net of
cancellations and withholding — — — — 103,88! (103,889 — —
Amortization of deferred compensati — — — — — 30,61¢ — 30,61¢
Charge from tax sharing arrangement (see
Note A) — — — — (13,849 — — (13,844
Dividends declare: — — — — (123,22 — (66,775 (190,000
Net income — — — — — — 66,77" 66,77"
Balance, December 31, 20 32,50( 32t 300,00( 3,00( 560,64¢ (110,149 — 453,82¢
Cumulative effect of change in accounting
principle (see
Note 1) — — — — 1,06( — — 1,06(
EMC stock options issued in acquisitic — — — — 68¢ — — 68¢
Charge from tax sharing arrangement (see
Note A) — — — — (32,28¢) — — (32,28¢)
Stocl-based compensation expel — — — — 60,00¢ — — 60,00¢
Reclassification of deferred compensat — — — — (110,14% 110,14! — —
Dividends declared (see Note | — — — — (479,97)) — (320,02) (800,00()
Net income — — — — — — 85,89( 85,89(
Balance, December 31, 20 32,50( 32t 300,00( 3,00( — — (234,13) (230,813
Charge from tax sharing arrangement (see
Note A) (unaudited — — — — (6,58%) — — (6,587)
Stock-based compensation expense
(unaudited’ — — — — 12,82. — — 12,82%
Net income (unauditec — — — — — — 41,08( 41,08(
Balance, March 31, 2007 (unaudite 32,50( $ 32t 300,00( $  3,00( $  6,23¢ $ — $ (193,05) $  (183,49)

The accompanying notes are an integral part o€dmsolidated financial statements.
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A. The Company and Summary of Significant Accountig Policies
Background

VMware, Inc. (“VMware” or the “Company”) is the ldiag provider of virtualization solutions. VMwarevrtualization solutions
represent a pioneering approach to computing gzrates the operating system and application acétivom the underlying hardware to
achieve significant improvements in efficiency, iadaility, flexibility and manageability. VMware’'broad and proven suite of virtualization
solutions addresses a range of complex IT probteatinclude infrastructure optimization, busineastinuity, software lifecycle management
and desktop management.

On January 9, 2004, EMC Corporation (“EMC”) acqdiedl the outstanding capital stock of VMware. BEuoguisition was accounted for
as a purchase. Accordingly, all assets and ligdslivere adjusted to their fair market value. Foaricial statement purposes, the allocation of
the purchase price paid by EMC for VMware has heflected in VMware's stand-alone financial statetse

The purchase price paid by EMC, net of cash redeiwas $613.1 million, which consisted of $539.4liori of cash, $72.0 million in fa
value of EMC's stock options and $1.7 million adrisaction costs, which primarily consisted of feaisl for financial advisory, legal and
accounting services. The fair value of EMC'’s stopkions issued to VMware employees was estimated)asBlack-Scholes option-pricing
model. The fair value of the stock options wasneated assuming no expected dividends and the follp&MC weighted-average
assumptions:

Expected life (in years 4.0
Expected volatility 60.(%
Risk-free interest rat 2.C%

The intrinsic value allocated to the unvested otissued in the acquisition that had yet to beexhas of the acquisition date was $47.3
million and was initially recorded as deferred camgation in the purchase price allocation. Defecadpensation which related to those
earlier awards has been eliminated against additjpaid-in capital in conjunction with the adoptiohFinancial Accounting
Standards No. 123 R, “Shared-Based Payments” ("“RASL23R").

The following represents the allocation of theiadipurchase price (table in thousands):

Current assel $ 18,65¢
Furniture, fixtures and equipme 2,472
Other lon¢-term asset 1,52(
Intangible asset:
Goodwill 527,27:
Developed technology (weight-average useful life of 4.6 yeal 93,61(
Support and subscription contracts (weig-average useful life of 9.0 yeal 3,95(
x86 system vendor contracts (weigt-average useful life of 5.0 yeal 5,57(
Trademarks and tradenames (weig-average useful life of 5.0 yea 7,58(
Non-solicitation agreements (weigh-average useful life of 3.0 yeal 40
Acquired ir-process research and developm“IPR&D") 15,20(
Total intangible asse 653,22.
Deferred compensatic 47,30(
Current liabilities (85,059
Deferred income taxe (21,33)
Long-term liabilities (3,670
Total purchase pric $613,11.
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In determining the purchase price allocation, EM@sidered, among other factors, its intention ®the acquired assets, historical
demand and estimates of future demand of VMwanesdycts and services. The fair value of intang#sdsets was primarily based upon the
income approach. The rate used to discount theasét flows to their present values was based upegighted average cost of capital of 14%.
The discount rate was determined after considerationarket rates of return on debt and equitytesghe weighted average return on
invested capital and the risk associated with a@hieforecast sales related to the technology asédta acquired from VMware.

The total weightedwerage amortization period for the intangible &ssebject to amortization is 4.8 years. The inifalegassets are bei
amortized based upon the pattern in which the eanimbenefits of the intangible assets are beinget, which in general reflects the cash
flows generated from such assets. None of the gitlddwleductible for income tax purposes.

IPR&D of $15.2 million was written off at the dadé acquisition because the IPR&D had no alternatises and had not reached
technological feasibility. The value assigned tB& was determined utilizing the income approactdetermining cash flow projections
relating to the IPR&D projects. The stage of cortipteof each in-process project was estimated terdene the discount rate to be applied to
the valuation of the in-process technology. Bagamhuthe level of completion and the risk associat#d in-process technology, a discount
of 50% was deemed appropriate for valuing the IPR&D

Prior to the acquisition by EMC, VMware’s fiscalareended on January 31. In connection with theiaitipun, VMware’s fiscal year end
was changed to December 31 to conform to EdA@&ar end. The results of operations of the pestex for the first eight days of the new fi
year ended December 31, 2004 have been excludedlifieconsolidated financial statemel

VMware is currently a wholly owned subsidiary of EMVMware’s certificate of incorporation was amedde authorize shares of
Class A and Class B common stock. After a convarsicexisting common stock into Class A and ClasoBimon stock, EMC holds
32.5 million shares of Class A common stock and @@fillion shares of Class B common stock. The ashig rights of Class A and Class B
common stockholders are the same except with regp&oting, conversion, certain actions that regtiie consent of holders of Class B and
other protective provisions. Each share of Clagssm®mon stock has ten votes while each share of@a»mmon stock has one vote for all
matters to be voted on by stockholders. The capdtidn of the Company, including all share andgieare data has been retroactively adjusted
to reflect the recapitalization.

As discussed in Note M, in April 2007, the Compaleglared an $800.0 million dividend to EMC payahléhe form of a note. The
dividend has been given retroactive treatmenténDbcember 31, 2006 consolidated balance sheet.

Basis of Presentation

The financial statements have been derived frontdmsolidated financial statements and accoungogrds of EMC using the historical
results of operations and historical basis of asaetl liabilities for VMware and its wholly ownedbsidiaries. The financial statements include
expense allocations for certain corporate functimowided to VMware by EMC, including general corgte expenses. These allocations were
based on estimates of the level of effort or resesiincurred on behalf of VMware. Additionally, tzn other costs incurred by EMC for the
direct benefit of VMware, such as rent, salaried benefits have been included in VMware’s finanstatements.

Management believes the assumptions underlyingirthacial statements and the above allocationsesrgonable. However, the financ
statements included herein may not necessarilgaefesults of operations, financial position aadicflows as if VMware had operated as a
stand-alone company during all periods presentedo/lingly, historical results of VMware should &t relied upon as an indicator of the
future performance of VMware.
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Accounting Principles

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

Principles of Consolidation

The consolidated financial statements include to®ants of VMware and its subsidiaries. All interquany transactions and balances
between VMware and its subsidiaries have been réitad.

Unaudited Financial Information

The accompanying consolidated balance sheet asaftiVB1, 2007, the consolidated statements of iecamd cash flows for the three
months ended March 31, 2007 and 2006 and the ddated statements of stockholder’s equity for tire¢ months ended March 31, 2007 are
unaudited. The unaudited interim financial statetméave been prepared on the same basis as thal inancial statements and, in the
opinion of management, reflect all adjustments,civlinclude only normal recurring adjustments, neassto present fairly the Company’s
financial position and results of operations anshddows for the three months ended March 31, 206¥2006. The financial data and other
information disclosed in the notes to the finanstaktements related to the three-month periodalaceunaudited. The results of the three
months ended March 31, 2007 are not necessarilgdtide of the results to be expected for the wrrted December 31, 2007 or for any other
interim period or for any other future year.

Use of Accounting Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make
estimates and assumptions that affect the repartexiints of assets and liabilities, the reporteduantsoof revenues and expenses during the
reporting periods and the disclosure of contingessets and liabilities at the date of the finarstialements. Actual results could differ from
those estimates.

Revenue Recognition

VMware derives revenue from the licensing of sofevand related services. VMware recognizes revémusoftware products and
related services in accordance with the Americatitlite of Certified Public Accountants’ StatemehPosition (SOP) 97-2Software
Revenue Recognitic’ as amended. VMware recognizes revenue when pevseuagidence of an arrangement exists, deliveryokaarred, the
sales price is fixed or determinable and collelitibis probable.

The following summarizes the major terms of VMwareodntractual relationships with customers andrbaner in which VMware
accounts for sales transactions.

License revenue.
VMware recognizes revenue from the sale of softwaren risk of loss transfers, which is generallpmghipment or electronic transfer.

VMware licenses its software under perpetual liesrtirough its direct sales force and throughhigsael of distributors, resellers, x86
system vendors and systems integrators. VMwaregsledgenue relating to products that have shippéts thannel until its products are sold
through the channel. VMware obtains sell-througbrimation from distributors and resellers on a rhgnbasis. For VMware’s channel
partners who do not report sell-through data, VMx@etermines sell-through based on such distrisuémd certain resellers’ accounts
receivable balances and other relevant factorsx8®system vendors, revenue is recognized in i&tgaon the receipt of binding royalty
reports.
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For all sales, VMware uses either a purchase andaricense agreement and a purchase order asneeicf an arrangement. Sales
through distributors and resellers are evidenced master license agreement, together with puraobvaszs on a transaction-by-transaction
basis.

The Company'’s return policy does not allow end-siserreturn products for a refund. Certain distidios and resellers may rotate stock
when new versions of a product are released. VMwstienates future product returns at the time tef. $8Viware’s estimate is based on
historical return rates, levels of inventory helddistributors and resellers and other relevanfac

VMware offers rebates to certain of its channetrmens. When rebates are based on the set percaitageial sales, VMware recognizes
the cost of the rebates as a reduction of reveranwhe underlying revenue is recognized. Whentestare earned only if a cumulative level
of sales is achieved, VMware recognizes the coli@febates as a reduction of revenue proportiofal each sale that is required to achieve
the target.

VMware also offers marketing development fundg¢sahannel partners. VMware records the cost ofitheketing development funds,
based on the maximum potential liability, as a ot of revenue.

Services revenue.
Services revenue consists of software maintenamt@eofessional services.

VMware recognizes maintenance revenues ratablytbeecontract period.

Professional services include design, implememniatind training. Professional services are not demsd essential to the functionality of
VMware’s products as these services do not aleeptbduct capabilities and may be performed byorusts or other vendors. Professional
services engagements that have durations of 90aldgss are recognized in revenue upon completioghe engagement. Professional services
engagements of more than 90 days for which VMwsahie to make reasonably dependable estimates@igss toward completion are
recognized on a proportional performance basisdbapen the hours incurred. Revenue on all otheagaments is recognized upon
completion.

Multiple element arrangements.

VMware’s software products are sold with maintereaand/or professional services. VSOE of fair vafiprofessional services is based
upon the standard rates VMware charges for susticesrwhen sold separately. VSOE for maintenanoécss is established by the rates
charged in stand-alone sales of maintenance ctsvathe stated renewal rate for maintenance dedun the license agreement. The revenue
allocated to software license included in multiplement contracts represents the residual amouheafontract after the fair value of the other
elements has been determined.

Customers under maintenance agreements are emdittedeive updates and upgrades on a when-andkiahle basis. In the event
upgrades have been announced but not deliveredugrreevenue is deferred after the announcemeatuddil delivery occurs unless the
company has established VSOE of fair value foruppgrade. VSOE of fair value of upgrades is esthbtisbased upon the price set by
management. VMware has a history of selling upgsadtea stand-alone basis.

Deferred revenue includes unearned maintenancefdemsssional services fees and license fees.

Foreign Currency Translation

The U.S. dollar is the functional currency of VMwar foreign subsidiaries. Gains and losses froraidor currency transactions are
included in other expense, net, and consist oe®s$ $0.6 million in both 2006 and 2005.
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Cash and Cash Equivalents
Cash and cash equivalents include highly liquigstinents with a maturity of 90 days or less atithe of purchase. Cash equivalents
consist of money market funds.

Under the terms of various agreements, VMware batticted cash of $13.3 million and $2.5 milliorDeticember 31, 2006 and 2005,
respectively. Of these amounts, $10.2 million aBdb$nillion were included in other current assét®ecember 31, 2006 and 2005,
respectively, and $3.1 million was included in othssets, net at December 31, 2006.

Allowance for Doubtful Accounts

VMware maintains an allowance for doubtful accodotsestimated probable losses on uncollectibl®ats receivable. The allowance
is based upon the creditworthiness of VMware’s @mgrs, historical experience, the age of the red#évand current market and economic
conditions. Uncollectible amounts are charged agjaire allowance account.

Furniture, Fixtures and Equipment

Furniture, fixtures and equipment are recordecdat. ©epreciation commences upon placing the &ssetrvice and is recognized on a
straight-line basis over the estimated useful livkethe assets, as follows:

Furniture and fixture 5 years
Equipment 2to 5 year:
Leasehold improvemen Shorter of lease term or useful |

Upon retirement or disposition, the asset costraleded accumulated depreciation are removed wghgain or loss recognized in the
income statement. Repair and maintenance costading planned maintenance, are expensed as inturre

Research and Development and Capitalized Softwaex&opment Costs

Costs incurred in the research and developmengwfaoftware products are expensed as incurredtentihological feasibility is
established. Technological feasibility is definadlze earlier of the completion of a detail progidesign or a working model. Such costs
include salaries and benefits, including stock-dasempensation, consultants, facilities-relatedss@gjuipment costs, and depreciation.
Software development costs incurred subsequerstablkshing technological feasibility through thengral release of the software products
capitalized. Capitalized costs are amortized oeeiogs ranging from 18 to 24 months, which represiem products’ estimated useful lives.
Unamortized software development costs were $4@libm(unaudited), $46.5 million and $25.8 milliat March 31, 2007 and December 31,
2006 and 2005, respectively, and are includedhirraassets, net. Amortization expense was $8.@millunaudited), $2.8 million (unaudited),
$22.3 million, $6.2 million and $1.3 million foréhthree months ended March 31, 2007 and 2006,aartHd years ended December 31, 2006,
2005 and 2004, respectively. Amounts capitalizetev@ .6 million (unaudited), $17.7 million (unawed!), $43.0 million, $25.1 million and
$8.2 million for the three months ended March 31)2and 2006, and for the years ended Decemb&0886, 2005 and 2004, respectively.

Long-lived Assets

Purchased intangible assets, other than goodwallamortized over their estimated useful lives Wwhignge from three to nine years.
Goodwill is carried at its historical cost.

VMware periodically reviews long-lived assets fompairment in accordance with SFAS No. 144 “Accoumfior Impairment or Disposal
of Long-Lived Assets”. VMware initiates reviews fionpairment
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whenever events or changes in business circum&amdieate that the carrying amount of the assetg mot be fully recoverable or that the
useful lives of these assets are no longer ap@igpitach impairment test is based on a compaothe undiscounted cash flows to the
recorded value of the asset. If impairment is iat#d, the asset is written down to its estimated/édue.

VMware tests goodwill for impairment in accordangiéh SFAS No. 142 “Goodwill and other Intangibles&ss,” in the fourth quarter of
each year or more frequently if events or changesrcumstances indicate that the asset might painad.

Advertising

Advertising production costs are expensed as iBduddvertising expense was $1.6 million, $0.9iomlland $0.3 million in 2006, 2005
and 2004, respectively.

Income Taxes

Income taxes as presented herein are calculatadseparate tax return basis, although VMware isidtezi in the consolidated tax return
of EMC. Deferred tax liabilities and assets aregtzed for the expected future tax consequencesarits that have been included in the
financial statements or tax returns. Deferred i@hilities and assets are determined based oniffieesthce between the tax basis of assets and
liabilities and their reported amounts using enéte rates in effect for the year in which thdetiénces are expected to reverse. Tax credits
are generally recognized as reductions of incom@itavisions in the year in which the credits ariBee measurement of deferred tax assets is
reduced by a valuation allowance if, based upoiiaa evidence, it is more likely than not thatreoor all of the deferred tax assets will not
be realized.

VMware does not provide for a U.S. income tax lioon undistributed earnings of VMware’s foreignbsidiaries. The earnings of non-
U.S. subsidiaries, which reflect full provision foon-U.S. income taxes, are currently indefinitelinvested in non-U.S. operations or will be
remitted substantially free of additional tax.

The difference between the income taxes payabtédgitalculated on a separate return basis andrttwaint actually paid to EMC
pursuant to VMware’s tax sharing agreement is piteskas a component of additional paid-in capital.

Sales Taxes

Sales and other taxes collected from customersalpskequently remitted to government authoritiesecerded as accounts receivable
with a corresponding offset to sales tax payabie Balances are removed from the consolidated dalstmeet as cash is collected from the
customer and as remitted to the tax authority.

Earnings Per Share

Prior to the completion of the IPO, VMware had 3&ilion shares of Class A common stock and 300il0an shares of Class B
common stock outstanding. There is no differende/éen basic and diluted earnings per share bethese=were no outstanding options to
purchase shares of VMware common stock or othempially dilutive securities outstanding prior teetinitial public offering of VMware
Class A common stock. For purposes of calculatargiags per share, the Company uses the two-cleg®h Because both classes share the
same rights in dividends, basic and diluted easjpey share was the same for both classes. In coomevith the IPO, eligible employees will
be offered the right to exchange equity instruméetd in EMC’s common stock for equity instrumeotd/Mware’s common stock, and
certain employees will be awarded stock option grém purchase shares of VMware’'s common stock.

Unaudited pro forma per share data gives effe¢hénwveighted average shares used in the calcojatidhe additional 30.9 million
shares, which, when multiplied by the assumed wiggprice of $24.00 per share (the midpoint ofidmege set forth on the cover page of the
prospectus relating to the initial public offeriofy
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VMware Class A common stock), and after giving efff® a pro rata allocation of offering costs, wbbhve been required to be issued to
generate proceeds sufficient to pay the portioth@®$800.0 million dividend declared in April 20@s€e Note M) that exceeded the most recent
twelve months’ earnings.

Comprehensive Income
Comprehensive income is equal to net income.

Concentrations of Risks

Financial instruments which potentially subject Viiw to concentrations of credit risk consist ppatly of cash and cash equivalents
and accounts receivable. Deposits held with barkg exceed the amount of insurance provided on dapbsits. Generally, these deposits
be redeemed upon demand and are maintained wéthdial institutions of reputable credit and therefoear minimal credit risk. VMware
places cash and cash equivalents in money mankds fand limit the amount of investment with any @seler.

VMware provides credit to distributors, resellensl@ertain end-user customers in the normal cafrbesiness. Credit is generally
extended to new customers based upon industryagpuior a credit evaluation. Credit is extendedxisting customers based on ongoing
credit evaluations, prior payment history and destiated financial stability.

Two distributors accounted for 28% and 11%, respelgt of VMware’s accounts receivable balance fB@cember 31, 2006. Two
distributors accounted for 30% and 11%, respegtj\adl VMware’s accounts receivable balance as afddgber 31, 2005. One of these
distributors accounted for 29%, 30% and 27% of meres in 2006, 2005 and 2004, respectively.

Accounting for Stock-Based Compensation

VMware employees have been granted stock optianarfd restricted stock awards of EMC’s common st@rk January 1, 2006, FAS
No. 123R became effective. The standard requirasgrézing compensation costs for all sl-based payment awards made to employees |
upon the awards’ estimated grant date fair valle. Standard covers employee stock options, resdrigtbck and employee stock purchases
related to employee stock purchase plans. Additipn@aMware applied the provisions of the SEC’s fB#ccounting Bulletin No. 107 on
Share-Based Payment to VMware’s adoption of FASI28R. Previously, VMware elected to account f@sthshare-based payment awards
under Accounting Principles Board Opinion No. 2A¢ctounting for Stock Issued to Employees” (“APB 126"). Although the equity awards
have been made for grants in EMC’s common stocalpdioposes of presentation within these finandetiesnents, the compensation related to
these equity grants has been included as a compohstockholder’s equity.

FAS No. 123R was adopted using the modified praspetransition method which does not result in thgtatement of results from prior
periods, and, accordingly, the results of operation the year ended December 31, 2006 and fueriedqs will not be comparable to the
historical results of operations of VMware.

Under the modified prospective transition methodiSANo. 123R applies to new equity awards and tatgguwards modified,
repurchased or canceled after the adoption datgitiddally, compensation cost for the portion ofeads granted prior to the adoption date for
which the requisite service has not been rendesed the adoption date is recognized as the rdgussivice is rendered. The compensation
cost for that portion of awards is based on thatgdate fair value of those awards as calculateterprior period pro forma disclosures under
FAS No. 123, “Accounting for Stock-Based Compems@t{“FAS No. 123") as reported by EMC. The compatitn cost for those earlier
awards is attributed to periods beginning on agrafie adoption date using the attribution metiad was used under FAS No. 123, which was
the straight-line method. Instead of recognizingefitures only as they occur, VMware now estimateexpected forfeiture rate which is
utilized to determine VMware’s expense. Deferrethpensation which related to those earlier awardslean eliminated against additional
paid-in capital in conjunction with the adoptionFAS No. 123R.
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For stock options, VMware has utilized the Blacki@es option-pricing model to determine the failuesof VMware’s stock option
awards. For stock options and restricted stock, \&kwrecognizes compensation cost on a straighblises over the awards’ vesting periods
for those awards which contain only a service nesteature.

In connection with the IPO, EMC will conduct an baage offer enabling eligible VMware employeesxohange their options to
acquire EMC common stock for options to acquire Vvievcommon stock and to exchange restricted stwekds of EMCS common stock f
restricted stock awards of VMware’s common stoceloieon a formulaic exchange ratio which will beed®iined by dividing the two-day
volume-weighted average price of EMC’s common sfockhe last two full days of the exchange offgrtbe initial public offering price of
VMware’s Class A common stock. The Company expéxsexchange offer will expire on the date of theipg of the initial public offering ¢
VMware Class A common stock. The exchange offéeiag structured to generally retain the intrinsatue of the tendered EMC securities.
The number of VMware options received in excharmgeeMC options will be determined by multiplyingethumber of tendered EMC options
by the exchange ratio. The exercise price of thendké options received in exchange will be the ggerprice of the tendered EMC options
divided by the exchange ratio. The number of shafé8viware restricted stock received in exchangeEMC restricted stock will be
determined by multiplying the number of tendered@&Mstricted shares by the exchange ratio. Theasgshoffer will likely result in a
reduction in diluted earnings per share due tduhee inclusion of the potential VMware common s

Revision of Financial Statement Presentation

The Company has revised its prior presentatioh@icumulative effect of adopting the provision$6fS No. 123R to now present the
impact of recording the pro forma balance sheetustsorelated to capitalized software costs as ditdie additional paid-in capital at January
1, 2006 as opposed to as a cumulative effect afiatthg change that impacted net income. The effetttis change was immaterial to the
consolidated financial statements and reducedheetie for the full year 2006 and the three-montided March 31, 2006 by $1,060,000 and
increased additional paid-in capital at Januar30D6 by the same amount. This change had no ingpeitte previously reported income before
cumulative effect of a change in accounting priteigr on cash flows from operating, financing oresting activities.

New Accounting Pronouncements

In June 2006, the Financial Accounting Standardsr@¢‘FASB”) issued FASB Interpretation No. 48, ‘@aunting for Uncertainty in
Income Taxes, an Interpretation of FASB Statement109” (“FIN No. 48”). FIN No. 48 clarifies the egunting for uncertainty in income
taxes recognized in an enterprise’s financial statés in accordance with FAS No. 109, “Accountioglhicome Taxes.FIN No. 48 prescribe
a two-step process to determine the amount of eaefit to be recognized. First, the tax positiorstrhe evaluated to determine the likelihood
that it will be sustained upon external examinatibthe tax position is deemed “more-likely-thaathto be sustained, the tax position is then
assessed to determine the amount of benefit tgném®in the financial statements. The amount eftténefit that may be recognized is the
largest amount that has a greater than 50 perigefihbod of being realized upon ultimate settlem&Mware adopted FIN No. 48 on
January 1, 2007, and it did not have a materiabithpn our financial statements.

In September 2006, the FASB issued FAS No. 157y Faue Measurements” (“FAS No. 157%hich addresses how companies shi
measure fair value when they are required to da@ salue measure for recognition or disclosureppses under generally accepted accoul
principles. FAS No. 157 defines fair value, eststiis a framework for measuring fair value in gdheeacepted accounting principles and
expands disclosures about fair value measurenfeAs No. 157 is effective for financial statemersisuied for fiscal years beginning after
November 15, 2007 and should be applied prospégtigrcept in the case of a limited number of ficiahinstruments that requi
retrospective application. VMware is currently exadlng the potential impact of FAS No. 157 on VMw&/arfinancial position and results of
operations.
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In February 2007, the FASB issued FAS No. 159, “Fhe Value Option for Financial Assets and Finahtiabilities-including an
amendment of FAS 115" (“FAS No. 159”). The new staént allows entities to choose, at specified elecates, to measure eligible financial
assets and liabilities at fair value that are nbeowise required to be measured at fair valua.débmpany elects the fair value option for an
eligible item, changes in that item’s fair valuesinbsequent reporting periods must be recognizedrient earnings. FAS No. 159 is effective
for fiscal years beginning after November 15, 200Viware is currently evaluating the potential impatFAS No. 159 on VMware'financia
position and results of operations.

B. Business Acquisitions, Goodwill and Intangible Asets

In June 2006, VMware acquired all of the outstagdiapital stock of Akimbi Systems, Inc. (“Akimbi'y, developer of software that
builds upon and leverages virtualization technoltmgymprove the efficiency and effectiveness ofeeptise application development operati
and the IT organizations that support them. Thrahghacquisition of Akimbi, VMware’s capabilitiesrfvirtualizing information by providing
virtualization solutions to the development and &wironments have been enhanced.

The purchase price, net of cash received, was $4ifliBn, which consisted of $45.9 million of cas$0.7 million in fair value of EMC’s
stock options and $0.7 million of transaction cpstlsich primarily consisted of fees incurred by Vsl for financial advisory, legal and
accounting services. The fair value of EMC’s stopkions issued to employees of Akimbi was estimatgdg a Black-Scholes option-pricing
model. The fair value of the stock options wasneated assuming no expected dividends and the folpweighted-average assumptions:

Expected life (in years 2.5
Expected volatility 35.(%
Risk-free interest rat 5.C%

The consolidated financial statements include #salts of Akimbi from the date of acquisition. Tiierchase price has been allocated to
the tangible and identifiable intangible assetaigeq and the liabilities assumed based on estuifaie values as of the acquisition date.

The following represents the allocation of the pase price (table in thousands):

Current assel $ 41C
Furniture, fixtures and equipme 527
Other lon¢-term asset 24
Intangible asset:
Goodwill 34,25¢
Developed technology (weight-average useful life of 5.0 yeal 9,30(
IPR&D 3,70(
Total intangible asse 47,25¢
Current liabilities (54¢€)
Deferred income tax liabilit (380
Total purchase pric $47,28¢

In determining the purchase price allocation, VMeveonsidered, among other factors, VMware's intentd use the acquired assets and
historical and estimated future demand of Akimpireducts. The fair value of intangible assets wasarily based upon the income approach.
The rate used to discount the net cash flows to
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their present values was based upon a weightedg&eost of capital of 25%. The discount rate werehined after consideration of market
rates of return on debt and equity capital, thegiMeid average return on invested capital and sikeagsociated with achieving forecasted sales
related to the technology and assets acquired Akimbi.

The amortization period for the developed technplisdh.0 years. The developed technology is beingrtized based upon the pattern in
which the economic benefits of the asset is betiliged, which in general reflects the cash flovengrated from the asset. None of the
goodwill is deductible for income tax purposes.

The IPR&D of $3.7 million was written off at thetéeof acquisition because it was determined thatffiR&D had no alternative uses .
had not reached technological feasibility. The gagsigned to IPR&D was determined utilizing theome approach by determining cash flow
projections relating to the identified IPR&D projeThe stage of completion for the in-process mrojeas estimated to determine the discount
rates to be applied to the valuation of the in-pesctechnology. Based upon the level of completimhthe risk associated with in-process
technology, VMware applied a discount rate of 35%alue the project.

Intangible Assets
Intangible assets, excluding goodwill as of Decen@de 2006 and 2005, consist of (tables in thousand

Gross Carrying Accumulated
Net Book
2006 Category Amount Amortization Value
Purchased technolog $ 102,91( $ (70,689 $32,22¢
Trademarks and tradenarr 7,58( (3,200 4,38(
Customer relationships and customer | 5,29( 1,779 3,51¢
Other 5,66( (2,267) 3,39:
Total intangible assets, excluding good\ $  121,44( $ (77,92 $43,51!
Gross Carrying Accumulated
Net Book
2005 Category Amount Amortization Value
Purchased technolog $  93,61( $ (48,84%) $44,76"
Trademarks and tradenarr 7,58( (1,736 5,84¢
Customer relationships and customer | 5,29( (809) 4,481
Other 5,66( (1,013 4,647
Total intangible assets, excluding good\ $ 112,14( $ (52,40 $59,73

Amortization expense on intangibles was $25.5 aiilli$26.1 million and $26.3 million in 2006, 200%de2004, respectively. As of
December 31, 2006, amortization expense on intéengisets for the next five years is expected tastfellows (table in thousands):

2007 $25,15(
2008 12,34+
2009 3,46
2010 1,807
2011 397

Total $43,16:
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Changes in the carrying amount of goodwill for ylears ended December 31, 2006 and 2005 consis¢ dbliowing (table in thousand:

2006 2005
Balance, beginning of the ye $526,25: $525,47¢
Goodwill acquirec 34,25¢ 4,644
Finalization of purchase price allocatic (28) (3,87))
Balance, end of the ye $560,48: $526,25.

C. Other Current Assets
Other current assets consists of (table in thougand

December 31

March 31, December 31
2007 2006 2005
(unaudited)
Restricted cas $ 10,002 $ 10,17: $ 2,51
Prepaid expenst 6,97¢ 7,331 2,52%
Other receivable 4,23: 4,95( 49z
Other 187 22€ 444
$ 21,39¢ $ 22,68¢ $ 597
D. Furniture, Fixtures and Equipment
Furniture, fixtures and equipment consists of gdhlthousands):
December 31
March 31, December 31
2007 2006 2005
(unaudited)
Furniture and fixture $ 5,13¢ $ 1,33¢ $ 99
Equipment 71,25¢ 57,32: 23,67
Improvements 16,721 11,45¢ 2,75¢
Construction in progres 3,60z 9,94 5,66(
96,71¢ 80,057 32,19
Accumulated depreciatic (38,240 (31,389 (12,859
$ 58,47¢ $ 48,67¢ $ 19,34!

Depreciation expense was $6.9 million (unauditgd)5 million (unaudited), $18.7 million, $7.2 mdh and $2.6 million for the three
months ended March 31, 2007 and 2006, and the gaded December 31, 2006, 2005 and 2004, resplgctive
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E. Accrued Expenses
Accrued expenses consist of (table in thousands):

December 31

March 31, December 31
2007 2006 2005
(unaudited)
Salaries and benefi $ 42,25¢ $ 45,57¢ $ 20,72
Accrued rebate 31,36¢ 28,65t 7,891
Other 30,66( 29,09( 13,80¢
$104,28: $ 103,32: $ 42,41°
F. Income Taxes
VMware’s provision for income taxes consists ob(g&in thousands):
Period from
Year Ended January 9,
December 31, 2004 to
December 31
2006 2005 2004
Federal:
Current $ 53,10: $ 47,08t¢ $ 11,02
Deferred (20,087) (20,84() 5,957
33,01¢ 26,24¢ 16,97¢
State:
Current 3,09¢ 2,94 (214)
Deferred (2,184 (1,659 1,05¢
912 1,28¢ 844
Foreign:
Current 2,902 1,02¢ 547
Deferred — — —
2,90z 1,02¢ 547
Total provision for income taxce $ 36,83: $ 28,56¢ $ 18,36¢
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A reconciliation of VMware’s income tax provisioa the statutory federal tax rate is as follows:

Period from
Year Ended January 9,
December 31, 2004 to
December 31
2006 2005 —_2004
Statutory federal tax ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 0.7% 1.4% 2.4%
Tax rate differential for international jurisdictis (21.0% (16.7)% (12.9%
U.S. tax credit: (4.9% (3.9% (8.0)%
Permanent items, including Subpart F Income-deductible stoc-basec
compensation expenses and IPR&D cha 20.8% 16.1% 38.71%
Other _(0.5% _(1.9% (3.9%
Effective tax rate 30.1% 30.% 52.2%

The components of the current and non-current ceffedax assets are as follows (table in thousands):

December 31, 2006
Deferred Tax Deferred Tax

December 31, 2005
Deferred Tax Deferred Tax

Asset Liability Asset Liability

Current:
Accounts receivabl $ 63C $ — $ 604 $ —
Accrued expense 9,40z — 3,46( —
Deferred revenu 16,77¢ — 16,74( —
Net operating loss carryforwar 84¢€ — 63 —

Total current 27,65¢ — 20,861 —
Non-current:
Property, plant and equipment, | 2,74¢ — 1,00% —
Intangible and other assets, — (30,579 — (31,150
Deferred revenu 15,69¢ — 5,40( —
Credit carryforward: 612 — — —
Net operating loss carryforwar 1,87¢ — — —

Total nor-current 20,93¢ (30,579 6,407 (31,150
Total deferred tax assets and liabilit $ 48,59: $ (30,579 $ 27,27 $ (31,150

VMware has federal net operating loss carryforwaids7.0 million from acquisitions in 2005 and 200®ese carryforwards expire at
different periods through 2026. Portions of themeyforwards are subject to annual limitations)udag Section 382 of the Internal Revenue
Code of 1986, as amended (the “Code”), for U.Sptaposes. VMware expects to be able to fully hese net operating losses against future
income.

Deferred income taxes have not been provided ois biferences related to investments in foreigbsidiaries. These basis differences
were approximately $12.9 million and $0.5 millianDecember 31, 2006 and 2005, respectively, andistd of undistributed earnings
permanently invested in these entities. The unneiced deferred tax liability associated with theseemitted earnings is approximately
$4.4 million and $0.1 million as of December 310@@&nd 2005, respectively. Income before incomegddsom foreign operations for 2006,
2005 and 2004 was $82.0 million, $48.5 million &1d.0 million, respectively.
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The difference between the income taxes payabtdgitalculated on a separate return basis andrtfuaint actually paid to EMC
pursuant to VMware’s tax sharing agreement is piteskas a component of additional paid-in capithése differences resulted in an increase
of additional paid-in capital of $3.8 million in @8 and a decrease in additional paid-in capit8i1&.8 million and $32.3 million in 2005 and
2006, respectively.

VMware adopted FASB Interpretation 48, “Accountfiog Uncertainty in Income Taxes” (“FIN No. 48"), tite beginning of fiscal year
2007. FIN No. 48 clarifies the accounting for uniagty in income taxes recognized in an enterpsi§i@ancial statements in accordance with
FAS No. 109, “Accounting for Income Taxes.” FIN Ni8 prescribes a two-step process to determinarttaint of tax benefit to be
recognized. First, the tax position must be eveld&b determine the likelihood that it will be saiged upon external examination. If the tax
position is deemed “more-likely-than-ndt be sustained, the tax position is then assdsséetermine the amount of benefit to recognizihé
financial statements. The amount of the benefit ey be recognized is the largest amount thatilgreater than 50 percent likelihood of
being realized upon ultimate settlement. VMware haghanges to the amount of its income tax payabke result of implementing FIN
No. 48. Prior to the adoption of FIN No. 48, VMw'’s policy was to classify accruals for uncertairsifions as a current liability unless it was
highly probable that there would not be a paymersiettlement for such identified risks for a perafcht least a year. VMware reclassified $4.5
million of income tax liabilities from current toon-current liabilities because a cash settlemettiede liabilities is not anticipated within one
year of the balance sheet d¢

As of January 1, 2007, we had $4.4 million of uogrized tax benefits; if recognized, all of thisamt would be recognized as a
reduction of income tax expense impacting the &ffeéncome tax rate. This amount did not changeificantly during the three months
ended March 31, 2007. We are subject to U.S. fétlevame tax and various state, local and inteamati income taxes in numerous
jurisdictions. Our domestic and international tiabilities are subject to the allocation of revemaad expenses in different jurisdictions anc
timing of recognizing revenues and expenses. Aalttitly, the amount of income taxes paid is sulfigctur interpretation of applicable tax
laws in the jurisdictions in which we file.

We have substantially concluded all U.S. federabime tax matters for years through 2004. The &l income tax audit for 2005
and 2006 is scheduled to commence in June 200Ayarhve income tax audits in progress in numestate, local and international
jurisdictions in which we operate. In our interoatil jurisdictions that comprise a significant pamtof our operations, the years that may
examined vary, with the earliest year being 200848l on the outcome of examinations of VMwareréisalt of the expiration of statutes of
limitations for specific jurisdictions or the resof ruling requests from taxing authorities, iréasonably possible that the related unrecognizec
tax benefits could change from those recorded irstaiement of financial position. It is possithattone or more of these audits may be
finalized within the next 12 months. However, basadhe status of examinations, and the protocéhafizing audits, it is not possible to
estimate the impact of such changes, if any, tgoeviously recorded uncertain tax positions.

We recognize interest expense and penalties relaedome tax matters in income tax expense. titiaah to the unrecognized tax
benefits noted above, we had accrued $0.1 millfdnterest as of January 1, 2007. The amount dicchange significantly during the three
months ended March 31, 2007.

G. 401(k) Plan

VMware employees participate in EMC’s 401(k) plgiMware matches pre-tax employee contributions u@%oof eligible
compensation during each pay period (subject t&#® maximum match each quarter). Matching coutidns are immediately 100% vested.
VMware contributions for employees were $3.1 millio 2006, $2.0 million in 2005 and $0.9 million2004.
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Employees may elect to invest their contributiona ivariety of funds, including an EMC stock fuiithe 401(k) plan limits an

employee’s maximum investment allocation in the EM@ck fund to 30% of his or her total contributidie matching contribution mirrors
the investment allocation of the employee’s contiin.

H. Commitments and Contingencies

Operating Lease Commitments

VMware leases office facilities and equipment unggious operating leases. Facility leases geneiratlude renewal options. Rent
expense for 2006, 2005 and 2004 was $14.0 milét8 million and $3.8 million, respectively.

VMware’s future lease commitments are as followablé in thousands):

2007 $ 13,56:
2008 8,96¢
2009 7,86¢
2010 7,615
2011 6,63
Thereaftel 253,44.
Total minimum lease paymer $298,08:

Outstanding Obligations

At December 31, 2006 VMware had outstanding purelmaders aggregating $46.7 million. While the passhorders are generally
cancelable without penalty, certain vendor agreesgrovide for percentage-based cancellation feesimimum restocking charges based on
the nature of the product or service. In additiware had outstanding construction contracts fbhware’s new headquarter facilities
aggregating $77.6 million at December 31, 2006. Edd@ently reimburses VMware for the costs VMwareurs under these contracts and
will continue to do so through the date of VMwargigial public offering, at which time VMware wifpurchase the facilities from EMC. Total
costs incurred through December 31, 2006 were $&8l®n. There will be additional costs incurrdddugh the initial public offering date.

Guarantees and Indemnification Obligations

VMware enters into agreements in the ordinary a@ofdbusiness with, among others, customers, bligois, resellers, x86 system
vendors and systems integrators. Most of theseeaggets require VMware to indemnify the other padginst third-party claims alleging that
a VMware product infringes or misappropriates apgtcopyright, trademark, trade secret and/orrdtftellectual property right. Certain of
these agreements require VMware to indemnify therparty against certain claims relating to propdamage, personal injury or the acts or
omissions of VMware, its employees, agents or epraatives.

VMware has agreements with certain vendors, fir@nestitutions, lessors and service providers pams to which VMware has agreec
indemnify the other party for specified matters;lsas acts and omissions of VMware, its employagsnts or representatives.

VMware has procurement or license agreements wghect to technology that is used in VMware’s potsland agreements in which
VMware obtains rights to a product from an x86 sgswvendor. Under some of these agreements, VMvazadreed to indemnify the supplier
for certain claims that may be brought against qaty with respect to VMware’s acts or omissioglating to the supplied products or
technologies.
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VMware has agreed to indemnify the directors arffitefs of VMware and VMware’s subsidiaries, to theéent legally permissible,
against all liabilities reasonably incurred in cention with any action in which such individual maeg involved by reason of such individual
being or having been a director or officer.

In connection with certain acquisitions, VMware laaseed to indemnify the current and former dirextofficers and employees of the
acquired company in accordance with the acquiredpamy’s bylaws and charter in effect immediately prior to #oguisition or in accordan
with indemnification or similar agreements enteirgd by the acquired company and such persons. Wellwas maintained the acquired
company'’s directors’ and officers’ insurance, whittould enable VMware to recover a portion of antyife amounts paid.

Based upon VMware’s historical experience and imfaiion known as of December 31, 2006, VMware bekdiability on the above
guarantees and indemnities at December 31, 20@8ignificant.

Litigation
VMware is a party to various legal proceedings Wwhidware considers routine and incidental to VMwsateusiness. Management does

not expect the results of any of these proceedm@sve a material adverse effect on VMware’s tessnresults of operations or financial
condition.

I. Stockholder’s Equity
Common Stock

Following the initial public offering of VMware C&s A common stock, VMware will have two classeawthorized common stock:
Class A common stock and Class B common stock.

Dividend Rights

Subject to preferences that may apply to sharesedérred stock outstanding at the time, the hsldéoutstanding shares of VMware's
Class A common stock and Class B common stockraittegl to receive dividends, out of assets legaligilable, sharing equally in all such
dividends on a per share basis, at the times atieiamounts that VMware’s board of directors meedmine from time to time.

Conversion Rights

Each share of Class B common stock is convertilbligevheld by EMC or its successor-in-interest &t diption of EMC or its successor-
in-interest into one share of Class A common stdfckMware’s Class B common stock is distributedseurity holders of EMC in a
transaction (including any distribution in excharigeshares of EMC'’s or its successor-in-interestsimon stock or other securities) intended
to qualify as a distribution under Section 355h# Code, or any corresponding provision of any ssgar statute, shares of VMware’s Class B
common stock will no longer be convertible intorgsaof Class A common stock. Prior to any suchridigtion, all shares of Class B common
stock will automatically be converted into sharé€lass A common stock upon the transfer of suereshof Class B common stock by EMC
other than to any of EMG’successors or any of its subsidiaries (excludigvare). If such a distribution has not occurrealcte share of Cla:

B common stock will also automatically convert atls time as the number of shares of common stocledy EMC or its successor-in-
interest falls below 20% of the outstanding shafééMware’s common stock. Following any such distiion, VMware may submit to its
stockholders a proposal to convert all outstandimayes of Class B common stock into shares of @lagsnmon stock, provided that VMware
has received a favorable private letter ruling fithie Internal Revenue Service satisfactory to EM@e effect that
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the conversion will not affect the intended tavatreent of the distribution. In a meeting of VMwateckholders called for this purpose, the
holders of VMware Class A common stock and VMwalas€ B common stock will be entitled to one vote gi&are and, subject to applicable
law, will vote together as a single class and meittlass of common stock will be entitled to a safgaclass vote. All conversions will be
effected on a share-for-share basis.

Voting Rights

Except that holders of Class A common stock argledito one vote per share while holders of CBs®ommon stock are entitled to 10
votes per share on all matters to be voted on byvéiM'’s stockholders and except with respect teetbetion of directors, conversion, certain
actions that require the consent of holders of CBasommon stock and other protective provisionsedgorth in this prospectus—offer to
exchange relating to the exchange offer, the hsldé€lass A common stock and Class B common dtagk identical rights. The holders of
VMware Class B common stock, voting separately eless, are entitled to elect 80% of the total neinds directors on VMware’s board of
directors which it would have if there were no vadas on the board of directors at the time. Suligeany rights of any series of preferred
stock to elect directors, the holders of VMwaresSlA common stock and the holders of VMware ClassiBmon stock, voting together as a
single class, are entitled to elect the remainingctbrs, which at no time will be less than oneclior. In any such election, the holders of C
A common stock and the holders of Class B commaockstre entitled to one vote per share. In the tethen the rights of any series of
preferred stock would preclude the holders of VMev@tass A common stock and the holders of VMwags€B common stock, voting
together as a single class, from electing at leastdirector, the board of directors will incretfse number of directors prior to the issuance of
that preferred stock to the extent necessary tavatese stockholders to elect at least one direGenerally, all other matters to be voted ol
stockholders must be approved by a majority ofvibtes entitled to be cast at a meeting by all shaf€lass A common stock and Class B
common stock present in person or representeddyypvoting together as a single class, subjeantpvoting rights granted to holders of any
preferred stock. Additionally, following a distrithan of VMware Class B common stock to securitydews of EMC, any person or group that
beneficially owns 10% or more of the Class B comratmtk will not have any right to vote their shaoé€lass B common stock in the elec!
of directors unless that person or group of persdsts beneficially owns at least an equivalent petage of VMware Class A common stock
with two exceptions:

» where such person or group obtains the consenibiiafe’ s board of directors prior to acquiring beneficgainership of at leas
5% of VMware s common stock; ¢

» where such person or group acquires beneficial ot of at least 5% of VMware’s common stock spks a result of a
distribution of Class B common stock to EMC stodkleos and, prior to acquiring one additional sh&r€lass B common stock,
such person or group obtains the consent of VM's board of director:

No Preemptive or Redemption Rights

VMware'’s Class A common stock and Class B commooksare not entitled to preemptive rights and aresabject to redemption or
sinking fund provisions.

Right to Receive Liquidation Distributions

Upon VMware’s liquidation, dissolution or windingzuthe holders of VMware’s Class A common stock @tess B common stock are
entitled to share equally in all of VMware's asseimaining after payment of all liabilities and fieiidation preferences of any outstanding
preferred stock.
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Approval Rights of Holders of Class B Common Stock

In addition to any other vote required by law or\iMware’s certificate of incorporation, until thiest date on which EMC ceases to
beneficially own 20% or more of the outstandingrekaf VMware’s common stock, the prior affirmatiwete or written consent of EMC as
the holder of the Class B common stock is requisedject in each case to certain exceptions) ierai@authorize VMware to:

» consolidate or merge with any other ent
« acquire the stock or assets of another entity aggx of $100 million

» issue any stock or securities except to VMV's subsidiaries or pursuant to the initial publifedhg of VMware Class A commc
stock or VMwar’s employee benefit plan

» dissolve, liquidate or wind VMware u
» declare dividends on VMwa's stock;

» enter into any exclusive or exclusionary arrangemeéth a third party involving, in whole or in pagiroducts or services that ¢
similar to EMC's; and

» amend, terminate or adopt any provision inconsistétn certain provisions of VMwa’s certificate of incorporation or bylaw

Preferred Stock

Subject to the approval of the Class B stockholdard subject to any requirements of the New YddcISExchange, or any applicable
national securities exchange, VMware’s series prefestock may be issued from time to time in oneore series, with such terms as
VMware’s board of directors may determine.

Equity Plans

VMware employees participate in the EMC Corpora803 Stock Plan (the “2003 Plan”) which providesthe grant of stock options,
stock appreciation rights, restricted stock antrided stock units. The exercise price for a stopkon shall not be less than 100% of the fair
market value of EMC’s common stock on the daterahy Options generally become exercisable in dring&allments over a period of three
to five years after the date of grant and expireyiars after the date of grant. Incentive stodioap will expire no later than ten years after the
date of grant. Restricted stock is common stockithsubject to a risk of forfeiture or other rédtons that will lapse upon satisfaction of
specified conditions. Awards of restricted stocktthest only by the passage of time will not vedi/fin less than three years after the date of
grant.

In addition to the 2003 Plan, VMware employees haaticipated in EMC's three employee stock optitams (the “1985 Plan,” the
“1993 Plan” and the “2001 Plan”). Under the terrhgach of the three plans, the exercise price adntive stock options issued must be equal
to at least the fair market value of EMC’s commtotk on the date of grant. In the event that noalified stock options are granted under the
1985 Plan, the exercise price may be less thafathmarket value at the time of grant, but in tase of employees not subject to Section 16 of
the Securities Exchange Act of 1934, not less frarvalue (which is $0.01 per share), and in tlse @d employees subject to Section 16, not
less than 50% of the fair market value on the datrant. In the event that non-qualified stockiops are granted under the 1993 Plan or the
2001 Plan, the exercise price may be less thafathmarket value at the time of grant but not I#sm par value.
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Employee Stock Purchase Plan

Under EMC’s 1989 Employee Stock Purchase Plan“{th89 Plan”), eligible VMware employees may purahabares of EMC’s
common stock through payroll deductions at the loeie35% of the fair market value of the stockted time of grant or 85% of the fair market
value at the time of exercise. Options to purclssges are granted twice yearly, on January 1 @gdl,Jand are exercisable on the succeeding
June 30 or December 31. In 2006, 2005 and 2004nillion shares, 0.5 million shares and 0.3 millgrares, respectively, were purchased
under the 1989 Plan by VMware employees at a weizhterage purchase price per share of $9.32, $ah® $9.58, respectively. Total cash
proceeds to EMC from the purchase of shares uhdet389 Plan by VMware employees in 2006, 200524d were $9.0 million, $5.3
million and $3.2 million, respectively.

Stock Options
The following tables summarize option activity fékware employees in EMC stock options (shares gquands):

Wid. Avg.
Number of Exercise

Shares Price
VMware options exchanged for EMC options at Jan@a3004 (see Note / 6,311 $ 1.5¢
Options relating to employees transferred from E 122 24.1(
Granted 4,917 11.6¢
Forfeited (469) 6.4¢€
Expired (39 13.0¢
Exercisec (1,469 1.22
Outstanding, December 31, 2C 9,37t 6.9t
Options relating to employees transferred from E 12¢ 22.0¢
Granted 3,44z 13.8¢
Forfeited (1,027 9.2¢
Expired (12) 9.4z
Exercisec (1,329) 3.41
Outstanding, December 31, 20 10,58¢ 9.5¢
Options relating to employees transferred from E 293 23.5¢
Options exchanged in a business acquis 26E 0.4C
Granted 4,941 12.57
Forfeited (847) 12.2Z
Expired (114) 14.8(
Exercisec (1,299 2.3t
Outstanding, December 31, 2C 13,82¢ 11.2¢
Options relating to employees transferred from E(U@audited’ 354 25.2%
Granted (unauditec 87¢ 13.91
Forfeited (unauditec (207) 12.71
Expired (unaudited (14) 13.0¢
Exercised (unauditec (299 3.7¢
Outstanding, March 31, 2007 (unaudit 14,54¢ 11.8¢

The total pre-tax intrinsic values of options exsed for the three months ended March 31, 20072806, and the years ended
December 31, 2006, 2005 and 2004 were $3.0 mi{lioaudited), $3.6 million (unaudited), $13.2 mifljidb13.6 million and $17.3 million,
respectively. Cash proceeds from the exerciseookstptions
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paid to EMC were $1.1 million (unaudited), $1.0lioit (unaudited), $3.0 million, $4.5 million and .8Imillion for the three months ended
March 31, 2007 and 2006, and the years ended Dewedilh 2006, 2005 and 2004, respectively.

Summarized information about stock options outstanthat are expected to vest and stock optionscesable at March 31, 2007
(unaudited) is as follows (shares and intrinsicgalin thousands):

Options Outstanding and Expected to Ves Options Exercisable
Weighted
Avg. Weighted Weighted Weighted
Number Remaining Number Avg. Aggregate
Contractual Avg. Aggregate Remaining Avg.
Range of of Exercise Intrinsic of Contractual Exercise Intrinsic
Exercise Price Options Life Price Value Options Life Price Value
$ 0.01-$5.00 1,88 500 $ 1.2¢ $23,69¢ 1,72¢ 568 $ 137 $21,51¢
$ 5.01- $10.00 932 8.65 9.2 4,31 15¢ 4.81 6.47 1,172
$10.01- $15.00 9,117 8.3¢ 12.9¢ 8,852 2,197 7.3 12.5¢ 3,104
$15.01- $20.00 61 4.4z 16.7: — 61 4.4z 16.7: —
$20.01- $30.00 25 2.3¢ 27.4¢ — 25 2.3¢ 27.4¢ —
$30.01- $50.00 13¢ 3.2t 34.71 — 13¢ 3.2t 34.71i —
$50.01- $70.00 72 3.01 60.61 — 72 3.01 60.61 —
$70.01- $90.00 49 3.4¢ 82.91 — 49 3.4¢ 82.91 —
12,27 7.84 11.7¢  $36,86¢ 4,42¢ 6.3(C 10.37  $25,79(
Expected forfeiture 2,26¢
Total options outstandir 14,54¢

The aggregate intrinsic values in the precedintetedpresent the total pre-tax intrinsic valueslasn EMC's closing stock price of
$13.85 as of March 31, 2007 which would have beerived by the option holders had all in-the-moogetjons been exercised as of that date.

Summarized information about stock options outstagthat are expected to vest and stock optionscesable at December 31, 2006 is
as follows (shares and intrinsic values in thousgnd

Options Outstanding and Expected to Ves Options Exercisable
Weighted
Avg. Weighted Weighted Weighted
Number Remaining Number Avg. Aggregate
Contractual Avg. Aggregate Remaining Avg.
Range of of Exercise Intrinsic of Contractual Exercise Intrinsic
Exercise Price Options Life Price Value Options Life Price Value
$ 0.01-$ 5.00 2,10(¢ 6.0C $ 1.2¢ $25,02: 1,913 571 $ 137 $22,64:
$ 5.01- $10.00 892 9.17 9.3¢4 3,451 13€ 4.87 6.5€ 90z
$10.01- $15.00 8,70( 8.4¢ 12.8¢ 5,36¢ 2,02¢ 7.5¢ 12.4% 2,081
$15.01- $20.00 39 5.01 16.4¢€ — 38 4.61 16.57% —
$20.01- $30.00 25 2.65 27.4¢ — 25 2.65 27.4¢ —
$30.01- $50.00 68 3.5¢ 35.52 — 68 3.5¢ 35.52 —
$50.01- $70.00 12 3.17 59.5¢ — 12 3.17 59.5¢ —
$70.01- $90.00 45 3.71 83.8¢ — 45 3.71 83.8¢ —
11,88: 8.0z 11.0¢  $33,84( 4,26: 6.51 8.67 $25,62¢
Expected forfeiture 1,94
Total options outstandir 13,82t
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The aggregate intrinsic values in the precedintetedpresent the total pre-tax intrinsic valuesldasn EMC's closing stock price of

$13.20 as of December 31, 2006 which would have beeeived by the option holders had all in-the-eoaptions been exercised as of that
date.

Restricted Stock

The following tables summarize restricted stockvagtfor grants to VMware employees of EMC resteid stock in 2006, 2005 and 2004
(shares in thousands):

Weighted
Average

Grant
Number of Date Fair

Shares Value

Restricted stock at January 8th, 2( — $ —
Granted 97¢ 12.3¢
Outstanding, December 31, 20 97¢ 12.3¢
Granted 7,71¢ 14.0¢
Vested (622) 12.7¢
Forfeited (172) 13.4(
Outstanding, December 31, 20 7,90 13.9¢
Granted 3,30¢ 12.1¢
Vested (1,967) 13.7(
Forfeited (425 13.9¢
Restricted stock at December 31, 2I 8,81: 13.3¢
Granted (unauditec 48 13.9:¢
Vested (unauditec (1,900 14.01
Forfeited (unauditec (59 13.1¢
Restricted stock at March 31, 2007 (unaudi 6,901 13.1¢

The total fair values of EMC restricted stock thested in the three months ended March 31, 2002866, and the years ended
December 31, 2006 and 2005 were $26.6 million (dited), $8.7 million (unaudited), $26.9 million a$@.9 million, respectively.

The EMC restricted stock awards have various vgdeémms, including pro rata vesting over three yeend cliff vesting at the end of five
years from the date of grant with accelerationaaheof the first three or four years for achievapgcified performance criteri

As of December 31, 2006, 8.8 million shares of EM€ltricted stock were outstanding and unvestedh, avitaggregate intrinsic value of
$117.6 million and a weighted average remainingremtual life of approximately 3.7 years. Theserebare scheduled to vest through 2011.
As of March 31, 2007, 6.9 million (unaudited) sisaof EMC restricted stock were outstanding and stece with an aggregate intrinsic value
of $90.8 million (unaudited) and a weighted averaggeaining contractual life of approximately 3.Gy®(unaudited). These shares are
scheduled to vest through 2011.
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Impact of Adopting FAS No. 123R

The following table summarizes the components @&l tstock-based compensation expense included iwafd's consolidated income
statement for the three months ended March 31, a0 in thousands):

Three Months Ended March 31, 2007

(unaudited)
Restricted Total
Stock Stock-Based
Options Stock Compensatior
Cost of license sale $ 25 $ 11 $ 36
Cost of services revenu 26C 234 494
Research and developmt 1,27¢ 5,11¢ 6,392
Sales and marketir 1,25¢ 1,68t 2,94¢
General and administrati\ 43E 1,34: 1,77¢
Stoclk-based compensation expense before income 3,25: 8,391 11,64«
Income tax benefi 1,062 1,862 2,92¢
Total stocl-based compensation, net of- $2,191 $ 6,52¢ $ 8,72

Stock option expense includes $0.7 million (unadjiof expense associated with the EMC employesk gtorchase plan.

The following table summarizes the components @&l tstock-based compensation expense included iw&iel's consolidated income
statement in 2006 (table in thousands):

Year Ended December 31, 200

Restricted Total

Stock Stock-Based

Options Stock Compensatior
Cost of license sale $ 80 $ 19 $ 99
Cost of services revenu 1,24¢ 1,13¢€ 2,38¢
Research and developmt 4,09t 22,24 26,34:
Sales and marketir 4,704 7,31¢ 12,02(
General and administrati\ 2,50( 7,881 10,38:
Stoclk-based compensation expense before income 12,627 38,59¢ 51,22¢
Income tax benefi 2,321 9,907 12,22¢
Total stocl-based compensation, net of $10,30( $28,691 $ 38,99

Stock option expense includes $2.5 million of exggeassociated with the EMC employee stock purcpiase

In connection with the adoption of FAS No. 123R, Wkte recorded to the income statement, a cumuleffeet adjustment, net of tax
of $0.2 million to record an amount for the revérdahe previously recognized compensation expeeksged to outstanding restricted stock
awards that are not expected to vest based ontiamaés of forfeitures as of the date of adoptior86AS No. 123R. Additionally, VMware
recorded to stockholder’s equity, a cumulative efeadjustment, net of taxes, of $1.1 million toitalize amounts associated with software
development costs that were previously capitalinedMware’s pro forma compensation disclosures.

For the three months ended March 31, 2007 and 20@bfor the years ended December 31, 2006 andnibere31, 2005 VMware
capitalized $0.9 million (unaudited), $5.3 milli@mnaudited), $8.8 million and
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$3.5 million, respectively, of equity-based compits expense associated with capitalized softwakelopment. For the three months ended
March 31, 2007, VMware capitalized $0.3 million &ulited) of equity-based compensation expense iassdavith software developed for
internal use.

As of December 31, 2006, the total unrecognizeerdftx compensation cost for stock options, restiictock and options under the
employee stock purchase plan was $97.6 millions Tioih-cash expense will be recognized through 20ttia weighted average remaining
period of 1.4 years.

As a result of adopting FAS No. 123R, VMware's immbefore taxes and net income in 2006 were $4lmand $1.5 million lower,
respectively, than if VMware had continued to actdor share-based compensation under APB No. 85icBand diluted earnings per share in
2006 would have been $0.01 higher if VMware hadauutpted FAS No. 123R.

For the periods prior to 2006, VMware elected tplgAPB No. 25 and related interpretations in acdog for VMware’s stock-based
compensation plans. For the acquisition of VMwayeEMC, VMware exchanged the options held by VMwamgployees for EMC options as
of the acquisition date. In accordance with APB R, VMware recognized the fair value of the exaehoptions as part of the purchase
price. VMware also recorded the intrinsic valughe unvested options as compensation expenselmeginaining service period subsequent
to the acquisition.

For purposes of determining the pro forma impadtA$ No. 123 for 2005 and 2004, the Company'’s oles to record the amount by
which the fair value of the vested and unvested Bk awards exceeded the value of the acquioge®ins that were being exchanged. The
difference in the fair value of the EMC options leanged as compared to the fair value of the optihsd by VMware's employees was
insignificant.

The following is a reconciliation of net income pegighted average share had VMware adopted thedhie recognition provisions of
FAS No. 123 in 2005 and 2004 (table in thousandse@ per share amounts):

For the
Period from
January 9,
For the 2004 to
Year Ended December 31
December 31
2005 2004
Net income $ 66,77¢ $ 16,78
Add back: Stock compensation costs, net of taxstoal-based award 21,42 16,45¢
Less: Stock compensation costs, net of taxes, toal sompensation expense been measured at fa
value (15,139 (3,64%)
Adjusted stock compensation expense per FAS Nqg.H&3f taxe: 6,29( 12,81:
Adjusted net incom $ 73,06t $ 29,59¢
Net income per weighted average share, basic dmgc—as reportet $ 0.2C $ 0.0t
Adjusted net income per weighted average sharé; bad dilutec $ 0.22 $ 0.0¢
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The fair value of each option granted during tire¢hmonths ended March 31, 2007, and for the y@aded December 31, 2006, 2005
and 2004 is estimated on the date of grant usie@tack-Scholes option-pricing model with the feliog weighted average assumptions:

For the
Period from
Three Months For the Year Ended January 9,
December 31, 2004 to
Ended December 31
March 31,
2007 2006 2005 2004
(unaudited)
Stock Option:
Dividend yield None None None None
Expected volatility 30.1% 34.2% 40.8% 52.8%
Risk-free interest rat 4.7% 4.8% 4.0% 3.€%
Expected life (in years 4.2 4.0 4.0 4.8
Weightec-average fair value at grant di $ 4.4t $ 4.2¢ $ 5.22 $ 5.71
For the
Period from
Three Months For the Year Ended January 9,
December 31, 2004 to
Ended December 31
March 31,
2007 2006 2005 2004
(unaudited)
Employee Stock Purchase PI
Dividend yield None None None None
Expected volatility 25.2% 27.€% 42.1% 49.5%
Risk-free interest rat 5.04% 4.9% 3.0% 1.4%
Expected life (in years 0.5 0.5 0.5 0.t
Weightec-average fair value at grant d: $ 3.02 $2.8¢ $ 3.9t $ 3.4¢

Expected volatilities are based on historical andlied volatilities from traded options in EMC’osk. VMware uses EMC historical
data to estimate the expected term of options gdawithin the valuation model. The risk-free rate eriods within the contractual life of the
option is based on the U.S. Treasury yield curveffact at the time of grant.

J. Related Party Transactions

For the three months ended March 31, 2007 andehegnded December 31, 2006, VMware recognize@gsafnal service revenue of
$4.1 million (unaudited), and $1.4 million for sems provided to EMC pursuant to contractual agexgmwith EMC.

For the three months ended March 31, 2007 and 20@bthe years ended December 31, 2006 and 200&avd/purchased $0.6 million
(unaudited), $0.7 million (unaudited), $2.9 milliand $0.6 million, respectively, of storage systérmam EMC. The purchase amounts
represent EMC'’s cost.

The financial statements include expense allocationcertain corporate functions provided by ENMJuding accounting, treasury, tax,
legal and human resources. These allocations vesredon estimates of the level of effort or resesiincurred on VMware’s behalf. The total
costs allocated from EMC were $2.3 million (unaedjtand $1.3 million (unaudited) for the three nmsrénded March 31, 2007 and 2006,
respectively and $5.1 million in 2006, $5.3 millian2005 and $4.5 million in 2004. Additionally,regin other costs incurred by EMC for
VMware’s direct benefit, such as rent, salaries lamagefits have been included as expenses in
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VMware’s financial statements. The total of thetigeo costs were $20.2 million (unaudited) and $10ilion (unaudited) for the three months
ended March 31, 2007 and 2006, respectively and7$68lion in 2006, $27.1 million in 2005 and $h8llion in 2004. As part of VMware’s
tax sharing arrangement, VMware paid EMC incomesgeaf $63.1 million and $6.6 million in 2006 andd80respectively, which differed
from the amounts owed on a separate return basésdifference between these amounts is presen@d@®mponent of stockholder’s equity.
VMware earned interest income on VMware’s intercampbalance from EMC in the amount of $1.3 mill{onaudited), $0.8 million and
$2.6 million for the three months ended March 3I02and the years ended December 31, 2006 and @& ctively. For the three months
ended March 31, 2006, VMware incurred interest agpeon VMware’s intercompany balance to EMC inahmunt of $0.1 million
(unaudited). VMware’s interest income and VMwarexpenses as a separate, stand-alone company rhighlee or lower than the amounts
reflected in the financial statements.

K. Risks and Uncertainties

VMware’s future results of operations involve a rhenof risks and uncertainties. Factors that caiflelct VMware’s future operating
results and cause actual results to vary mateffiiy expectations include, but are not limiteduncertainty in the potential market for
VMware’s products; increasing competition; the nésdcooperation of operating system and hardwarelars; restrictions imposed upon
VMware by EMC; reliance on distributors, reselle86 system vendors and systems integrators, depeadn VMware’s existing
management and key personnel; and protection of ®idis intellectual property rights.

L. Segment Information

VMware operates in one reportable segment in aecmel with the provisions of SFAS No. 131 “Disclesiabout Segments of an
Enterprise and Related Information.” Operating segi® are defined as components of an enterpriag altich separate financial information
is evaluated regularly by the chief operating deaisnaker in deciding how to allocate resourcesassdssing performance. The chief
operating decision maker is the President and Ghietutive Officer. VMware operates in one segmarefore all financial segment
information required by SFAS No. 131 can be foumthie condensed consolidated financial statements.

Revenues by geographic area are as follows (talifousands):

For the
Period from
Three Months Ended Year Ended January 9,
March 31, December 31, 2004 to
December 31
2007 2006 2006 2005 2004
(unaudited)
United State! $136,44: $ 66,68 $391,61: $209,60( $ 119,30
International 122,25: 62,39 312,29( 177,47 99,45:
Total $258,69" $129,07" $703,90: $387,07: $ 218,75¢

Long-lived assets, excluding financial instrumearisl deferred tax assets in the United States v&88.% million (unaudited) at
March 31, 2007, $694.0 million at December 31, 2806 $628.9 million at December 31, 2005. No cguather than the United States
accounted for 10% or more of these assets at MakcRA007, December 31, 2006 or 2005. Long-live@as&xcluding financial instruments
and deferred tax assets, internationally were $a8l&n (unaudited) at March 31, 2007, $5.5 mitliat December 31, 2006 and $1.0 milliol
December 31, 2005.
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VMware groups its products into portfolios that aategorized into the following classes:

Virtualization Platforms ProductsThe Company'’s virtualization platforms includaypervisor for system partitioning that provides th
capability to safely, securely and efficiently nmultiple operating systems simultaneously on teesphysical machine. The platforms
products include VMware Player, VMware Workstativihware Server, VMware ESX Server, VMware VirtualB, and VMware VMFS
products.

Virtual Infrastructure Management and Automatiorofucts. The Companys virtual infrastructure management and automatroduct:
utilize the unique benefits of its virtualizatiolagforms to automate system infrastructure seryisesh as resource management, availability,
mobility and security, manage a virtualized enviremt and automate the interaction between varibeshstituencies and the virtual
infrastructure for a specific set of point solusoifhey include VMware ACE, VMware VCB, VMware HXMware DRS, VMware VMotion,
VMware VirtualCenter, VMware Lab Manager, VMware Y I¥Mware Converter, VMware Capacity Planner.

Revenues by class of products or services werellasv:

For the
Period from
Year Ended December 31 January 9,
2004 to
December 31
2006 2005 2004
Virtualization platform product $281,33¢ $204,69° $ 147,96(
Virtual infrastructure automation and managemeatipcts 210,56¢ 82,30¢ 30,91
License revenue 491,90: 287,00¢ 178,87
Services revenue 212,00: 100,06¢ 39,88:
Total $703,90: $387,07: $ 218,75¢

One distributor accounted for 23% (unaudited), 28%audited), 29%, 30%, and 27% of revenues inHreetmonths ended March 31,
2007 and 2006, and the years ended December 38, 2005, and 2004, respectively. One channel paatteounted for 11% (unaudited) of
revenue in the three months ended March 31, 2007.

M. Subsequent Events

In April 2007, VMware acquired all of the capitabsk of a privately-held company for $24.2 milliothrough the acquisition VMware
advanced VMware’s desktop virtualization efforteeTacquired company provides software that connesass to their desktop deployed on
VMware Infrastructure.

In April 2007, VMware declared an $800.0 milliorvidiend to EMC. The dividend was paid in the formaafote. The note matures in
April 2012 and bears an interest rate of the 90IdBYOR plus 55 basis points, with interest payaiplarterly in arrears commencing June 30,
2007. The note may be repaid, without penalty ngttamne commencing July 2007. This dividend hasbgigen retroactive effect as of
December 31, 2006 in the accompanying consolidaa¢ahce sheet. The dividend was first applied agaetained earnings until that was
reduced to zero, then applied against additional-pacapital until that was reduced to zero, with thmaénder then allocated using a reduc
of retained earnings.
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In April 2007, VMware entered into an agreemenadquire all of the capital stock of a privatelyheffshore software development
company for aggregate cash consideration of less$10 million. VMware entered into the acquisitampart of its efforts to expand its
software development operations.

In June 2007, VMware adopted the 2007 Equity acéntive Plan. Awards under the 2007 Plan may lkedrform of stock options or
other stock-based awards including awards of msttistock. The maximum number of shares of the kg Class A common stock
reserved for the grant or settlement of awards uthde2007 Plan is 80 million. The exercise priged stock option awarded under the 2007
Plan shall not be less than 100% of the fair mavk&te of our common stock on the date of the gfdiost options granted under the 2007 |
vest 25% after the first year and then monthlyehéer over the following three years. In June &ulgt 2007, VMware’s Compensation and
Corporate Governance Committee made broad-basatsgrbthese options to purchase 35,679,411 sldi@kgss A common stock with an
exercise price of $23.00 per share. Certain optibasmay be granted to non-employee directors uinge2007 Plan are exercisable
immediately, terminate if not exercised within grear and vest one-third on the first three annasées of the grant. In June 2007, VMware’s
Compensation and Corporate Governance Committee graahts of these options to purchase 120,000 sbérelass A common stock with
exercise price of $23.00 per share. All optionsiexpix years from the date of grant. VMware’s Cemgation and Corporate Governance
Committee also issued 452,676 restricted stoclsumitler the 2007 Plan, 433,216 of which have téhaisprovide for 3year cliff vesting, witl
performance acceleration in each of the first tlyesrs following achievement of certain performagoals. The remaining restricted stock
units will vest ratably over four years from thdalaf the grant.

In July 2007, VMware entered into a stock purchegeement with Intel, pursuant to which Intel, thgb its affiliate, Intel Capital, has
agreed to purchase 9.5 million shares of our Gdassmmon stock at $23.00 per share for an aggreg#geng price of $218.5 million, subject
to the expiration of the applicable waiting periater the HSR Act and the satisfaction of othetaraary closing conditions, including the
absence of a material adverse change. If VMwars doecomplete an underwriter public offering wath aggregate price to the public of at
least $250.0 million on or before December 31, 200! will have the right to exchange its Class@mmon stock for shares of Series A
redeemable preferred stock, the terms of whichlv@ltdesignated prior to the closing of the Intekstment. VMware has also entered into an
investor rights agreement with Intel pursuant taclhintel will have certain registration and othigihts as a holder of VMware’s Class A
common stock.
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SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Allowance for

Bad Debts
Charged to
Selling,
General and Bad Debt:
Balance a Administrative Charged tc Balance a
Beginning Other Write- End of
Allowance for Bad Debts of Period Expenses Accounts Offs Period
Year ended December 31, 2006 allowance for dou
accounts $ 1,58¢ $ 765 $ — $ (219 $ 2,13¢
Year ended December 31, 2005 allowance for doubtful
accounts 1,477 20z — (90 1,58¢
Period from January 9, 2004 to December 31, 2004vahce
for doubtful account 35E 1,22¢ — (102 1,47
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PART Il
INFORMATION NOT REQUIRED IN THE PROXY STATEMENT/PRO SPECTUS

Item 20. Indemnification of Directors and Officers.

Delaware law permits a corporation to adopt a giowi in its certificate of incorporation eliminagitr limiting the personal liability of a
director, but not an officer in his or her capaeit/such, to the corporation or its stockholdersrfonetary damages for breach of fiduciary ¢
as a director, except that such provision shalletiotinate or limit the liability of a director fql) any breach of the director’s duty of loyalty t
the corporation or its stockholders, (2) acts orssions not in good faith or which involve intemt& misconduct or a knowing violation of Iz
(3) liability under section 174 of the Delaware ®gai Corporation Law (the “DGCL”") for unlawful paynt of dividends or stock purchases or
redemptions or (4) any transaction from which tlieaor derived an improper personal benefit. Qartificate of incorporation will provide
that, to the fullest extent of Delaware law, nohewr directors will be liable to us or our stockders for monetary damages for breach of
fiduciary duty as a director.

Under Delaware law, a corporation may indemnify paygson who was or is a party or is threatenectmade a party to any type of
proceeding, other than an action by or in the raghihe corporation, by reason of the fact thabhshe is or was a director, officer, employe
agent of the corporation, or is or was servindhatrequest of the corporation as a director, affiemployee or agent of another corporation or
other entity, against expenses, including attorniegs, judgments, fines and amounts paid in et actually and reasonably incurred in
connection with such proceeding if: (1) he or stte@in good faith and in a manner he or she redsgitelieved to be in or not opposed to
best interests of the corporation and (2) with eesjo any criminal proceeding, he or she had asarable cause to believe that his or her
conduct was unlawful. The termination of any pratieg by judgment, order, settlement, convictionypon a plea of nolo contendere or its
equivalent, shall not, of itself, create a presuampthat a person did not act in good faith and manner which he or she reasonably believ
be in or not opposed to the best interests of dinparation, and, with respect to any criminal pextiag, had reasonable cause to believe th
or her conduct was unlawful. A corporation may imaéfy any person who was or is a party or is theeat to be made a party to any
threatened, pending or completed action or suitignbby or in the right of the corporation to proga judgment in its favor by reason of the
fact that he or she is or was a director, offieenployee or agent of the corporation, or is or 8&sing at the request of the corporation as a
director, officer, employee or agent of anotheipooation or other entity, against expenses, indgdittorneys’ fees, actually and reasonably
incurred in connection with such action or sutéfor she acted in good faith and in a manner lsb®reasonably believed to be in or not
opposed to the best interests of the corporaticepm that no indemnification will be made if thergon is found liable to the corporation
unless, in such a case, the court determines tisepé nonetheless entitled to indemnificationsioch expenses. A corporation must also
indemnify a present or former director or officenahas been successful on the merits or otherwidefense of any proceeding, or in defense
of any claim, issue or matter therein, against agps, including attorneys’ fees, actually and reably incurred by him or her. Expenses,
including attorneys’ fees, incurred by a directifficer, employee or agent, in defending civil oingnal proceedings may be paid by the
corporation in advance of the final dispositiorsa€h proceedings upon, in the case of a curreattdir or officer, receipt of an undertaking by
or on behalf of such director or officer to repagls amount if it shall ultimately be determinedttha or she is not entitled to be indemnifiec
the corporation. The Delaware law regarding indéicetion and the advancement of expenses is ndtigixe of any other rights a person may
be entitled to under any bylaw, agreement, votg@tkholders or disinterested directors or otherwis

Section 174 of the DGCL provides, among other thjrtlgat a director, who willfully or negligently pmves of an unlawful payment of
dividends or an unlawful stock purchase or redeomptinay be held liable for such actions. A direetbo was either absent when the unlawful
actions were approved or dissented at the time,awaid liability by causing his or her dissent tels actions to be entered in the books
containing the minutes of the meetings of the badmdirectors at the time such action occurrechunediately after such absent director
receives notice of the unlawful acts.
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Our certificate of incorporation and bylaws genlgrptovide for mandatory indemnification of direcscand officers to the fullest extent
permitted by law. We also intend to enter into imafication agreements with our directors in theridiled as an exhibit to this Registration
Statement that will generally provide for mandatmgemnification to the fullest extent permitted lay.

Delaware law also provides that a corporation magipase and maintain insurance on behalf of angoperho is or was a director,
officer, employee or agent of the corporation,sooii was serving at the request of the corporattoa director, officer, employee or agent of
another corporation or other entity, against aalility asserted against and incurred by such persbether or not the corporation would have
the power to indemnify such person against sudfiliia. We will maintain, at our expense, an insuea policy that insures our officers and
directors, subject to customary exclusions and diahs, against specified liabilities that may beurred in those capacities.

Item 21.Exhibits and Financial Statement Schedules.

(@)
Exhibit
Number Description

11 Form of Underwriting Agreement

3.1 Amended and Restated Certificate of Incorporatip

3.2 Amended and Restated Bylaws

4.1 Form of specimen common stock certifica

5.1 Opinion of Skadden, Arps, Slate, Meagher & Flom £l
10.1 Form of Master Transaction Agreement between thggdRant and EMC(3
10.2 Form of Administrative Services Agreement betwdenRegistrant and EMC(.
10.3 Form of Tax Sharing Agreement between the Registmatt EMC(3)
10.4 Form of Intellectual Property Agreement betweenRlegistrant and EMC(z
10.5 Form of Employee Benefits Agreement between thasRegt and EMC(3
10.6 Form of Real Estate License Agreement between dggsRant and EMC(Z
10.7 Letter Agreement between the Registrant and MagkP)
10.8 Form of Indemnification Agreement for directors andecutive officers+(2
10.9 2007 Equity and Incentive Plan+(
10.10 Promissory Note between the Registrant and EMC @atjpn(1)
10.11 Form of Insurance Matters Agreement between thestagt and EMC(3
10.12 Form of Option Agreement+(:
10.13 Form of Restricted Stock Unit Agreement+
10.14 2007 Employee Stock Purchase Plan-
10.15 Letter Agreement between the Registrant and Thamagrewicz+(2
10.16 Distribution Agreement between the Registrant arggdm Micro**(3)
10.17 Form of Real Estate Purchase and Sale Agreememebetthe Registrant and EMCi
10.18 Class A Common Stock Purchase Agreement betweeRdbistrant and Intel Capital(
10.19 Investor Rights Agreement between the Registrattiatel Capital(3’
10.20 Form of Early Exercise Option Agreement+
211 List of subsidiaries(1
23.1 Consent of PricewaterhouseCoopers |
23.2 Consent of PricewaterhouseCoopers |
23.3 Consent of Skadden, Arps, Slate, Meagher & Flom [(ibBluded in Exhibit 5.1)
24.1 Power of Attorney (included on signature page twi
99.1 Form of Letter of Transmitte
99.2 Form of Notice of Withdrawe
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(1)
()
3)

Management contract or compensatory plan or arraege
To be filed by amendmer

Confidential treatment requested for certaintpors of this Exhibit pursuant to Rule 406 promtéghunder the Securities Act, which
portions are omitted and filed separately with $eeurities and Exchange Commissi

Incorporated by reference to the RegistratitateéBnent on Form S-1 of VMware, Inc. (RegistratBiatement No. 333-142368) filed with
the Commission on April 26, 200

Incorporated by reference to the Registration $tate on Form -1 of VMware, Inc. (Registration Statement No. -142368) filed witr
the Commission on June 11, 2(

Incorporated by reference to Amendment No. théoRegistration Statement on Form S-1 of VMwére, (Registration Statement
No. 33:-142368) filed with the Commission on July 9, 20

(b) Financial Statement Schedules
Item 22.Undertakings.

The undersigned registrant hereby undertakes:
(1) to file, during any period in which offers alss are being made, a post-effective amendmehistoegistration statement:
() to include any prospectus required by Sectid(a)(3) of the Securities Act of 1933;

(i) to reflect in the Prospectus—Offer to Excharagey facts or events arising after the effectivie dd the registration statement (or
the most recent post-effective amendment therebighy individually or in the aggregate, represefuradamental change in the
information set forth in the registration stateméitwithstanding the foregoing, any increase arease in volume of securities offered
(if the total dollar value of securities offered wi not exceed that which was registered) and awjation from the low or high end of
the estimated maximum offering range may be redlbat the form of prospectus filed with the Comnuagpursuant to Rule 424(b) if, in
the aggregate, the changes in volume and pricesept no more than a 20% change in the maximuneggyr offering price set forth in
the “Calculation of Registration Fee” table in &féective registration statement; and

(iii) to include any material information with resgt to the plan of distribution not previously dised in the registration statement
or any material change to such information in #gistration statement;

(2) that, for the purpose of determining any ligilinder the Securities Act of 1933, each such-péfective amendment shall be deer

to be a new registration statement relating tostraurities offered therein, and the offering oftesecurities at that time shall be deemed to be
the initialbona fideoffering thereof.

(3) to remove from registration by means of a gfetive amendment any of the securities beingsteged which remain unsold at the

termination of the offering.

(4) That, for the purpose of determining liabilaf/the registrant under the Securities Act of 188any purchaser in the initial

distribution of the securities: The undersignedstgnt undertakes that in a primary offering afuséies of the undersigned registrant pursuant
to this registration statement, regardless of tideowriting method used to sell the securitiehgurchaser, if the securities are offered or
sold to such purchaser by means of any of thevfatlg communications, the undersigned registrantlyéla seller to the purchaser and will be
considered to offer or sell such securities to quatthaser:

(i) Any preliminary prospectus or prospectus of tinelersigned registrant relating to the offeringuieed to be filed pursuant to
Rule 424;
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(ii) Any free writing prospectus relating to thefering prepared by or on behalf of the undersigmggstrant or used or referred to
by the undersigned registrant;

(iii) The portion of any other free writing prospes relating to the offering containing materigbimrmation about the undersigned
registrant or its securities provided by or on biebfathe undersigned registrant; and

(iv) Any other communication that is an offer iretbffering made by the undersigned registrant égotlrchaser.

(5) that, for purposes of determining any liabilityder the Securities Act of 1933, each filinglod tegistrant’s annual report pursuant to
section 13(a) or section 15(d) of the Exchange(awtl, where applicable, each filing of an emplolyerefit plan’s annual report pursuant to
section 15(d) of the Exchange Act) that is incogped by reference in the registration statemerit Bhaleemed to be a new registration
statement relating to the securities offered tmgnd the offering of such securities at that téhall be deemed to be the initial bona fide
offering thereof.

(6) that prior to any public reoffering of the seties registered hereunder through use of a prigpeavhich is a part of this registration
statement, by any person or party who is deemée &n underwriter within the meaning of Rule 1454w issuer undertakes that such
reoffering prospectus will contain the informaticalled for by the applicable registration form wigspect to reofferings by persons who may
be deemed underwriters, in addition to the infoiaratalled for by the other Items of the applicafolen.

(7) that every prospectus (i) that is filed purduamparagraph (6) immediately preceding, or fiBttpurports to meet the requirements of
Section 10(a)(3) of the Act and is used in conmactiith an offering of securities subject to Rulb4will be filed as a part of an amendmer
the registration statement and will not be used sath amendment is effective, and that, for pegsoof determining any liability under the
Securities Act of 1933, each such post-effectivermament shall be deemed to be a new registratarsent relating to the securities offered
therein, and the offering of such securities at tinae shall be deemed to be the initial bona &éfering thereof.

(8) to respond to requests for information thahgorporated by reference into the Prospectus—Q@éf&xchange pursuant to Item 4, 10
(b), 11, or 13 of this Form, within one businesyg dareceipt of such request, and to send the parated documents by first class mail or o
equally prompt means. This includes informationtagred in documents filed subsequent to the effeaate of the registration statement
through the date of responding to the request.

(9) each prospectus filed pursuant to Rule 424¢lpaat of a registration statement relating to ff@rimg, other than registration
statements relying on Rule 430B or other than grogses filed in reliance on Rule 430A, shall bended to be part of and included in the
registration statement as of the date it is fisstclafter effectiveness. Provided, however, thattatement made in a registration statement or
prospectus that is part of the registration stateraemade in a document incorporated or deemeatpacated by reference into the registra
statement or prospectus that is part of the registr statement will, as to a purchaser with a tirheontract of sale prior to such first use,
supersede or modify any statement that was matie iregistration statement or prospectus that \aetsop the registration statement or made
in any such document immediately prior to such dfiést use.

(10) to supply by means of a post-effective amendrak information concerning a transaction, anel tbmpany being acquired involved
therein, that was not the subject of and includetthé registration statement when it became effecti

Insofar as indemnification for liabilities arisimgnder the Securities Act of 1933 may be permitteditectors, officers and controlling
persons of the registrant pursuant to the foregpmgisions described in Item 20 or otherwise,régistrant has been advised that in the
opinion of the Securities and Exchange
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Commission such indemnification is against pubbtiqy as expressed in the Securities Act and exgfore, unenforceable. In the event that a
claim for indemnification against such liabilitiésther than the payment by the registrant of expeinscurred or paid by a director, officer or
controlling person of the registrant in the suchidstefense of any action, suit or proceeding)sisested by such director, officer or controlling
person in connection with the securities beingsteged, the registrant will, unless in the opinddiits counsel the matter has been settled by
controlling precedent, submit to a court of appiaterjurisdiction the question whether such inddioaiion by it is against public policy as
expressed in the Securities Act and will be govetmgthe final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoAtB33, the registrant has duly caused this regiet statement to be signed on its
behalf by the undersigned, thereunto duly authdrizethe City of Palo Alto, State of Californian duly 9, 2007.

VMWARE, INC.

By: /s/ Diane B. Greene
Name: Diane B. Greene

Title: President and Chief Executive

Officer and Director

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, the undersignedéi®r constitute and appoint David |. Goulden and FPabDacier and each
of them, his or her true and lawful attorney-intfand agent, each with full power of substitutiom aesubstitution, for him and in his name,
place and stead, in any and all capacities, to@mynand all amendments (including peffective amendments) to this registration stateren
any related registration statement filed pursuamule 462(b) under the Securities Act of 193%mgnded, and to file the same, with exhibits
thereto, and other documents in connection thehewiith the Securities and Exchange Commissiomtigrg unto said attorneys-in-fact and
agents, and each of them, full power and authteigo and perform each and every act and thingisigr necessary to be done in
connection therewith, as fully to all intents andgses as he might or could do in person, herafifying and confirming all that each of said
attorneys-in-fact and agents, or his substituteudistitutes, may lawfully do or cause to be dongitiye hereof.

Pursuant to the requirements of the SecuritiesoA&B33, this registration statement has been ditpyethe following persons in the
capacities and on the dates indicated.

Signature Title Date
/s/ Diane B. Greene President and Chief Executive Officer (princi July 9, 2007
Diane B. Greene executive officer) and Directc
/sl Mark S. Peek Chief Financial Officer (principal financii July 9, 2007
Mark S. Peek officer, principal accounting office
/s Joseph M. Tucci Chairman of the Board of Directors July 9, 2007
Joseph M. Tucci
/sl Michael W. Brown Director July 9, 2007
Michael W. Brown
/s/ John R. Egan Director July 9, 2007
John R. Egan
/s/ David |. Goulden Director July 9, 2007
David I. Goulden
/s/ David N. Strohm Director July 9, 2007

David N. Strohm
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EXHIBIT INDEX

Exhibit
Number Description

1.1 Form of Underwriting Agreement

3.1 Amended and Restated Certificate of Incorporatip

3.2 Amended and Restated Bylaws

4.1 Form of specimen common stock certifica

5.1 Opinion of Skadden, Arps, Slate, Meagher & Flom £l
10.1 Form of Master Transaction Agreement between thggdRant and EMC(3
10.2 Form of Administrative Services Agreement betwdenRegistrant and EMC(.
10.3 Form of Tax Sharing Agreement between the Registratt EMC(3)
10.4 Form of Intellectual Property Agreement betweenRlegistrant and EMC(Z
10.5 Form of Employee Benefits Agreement between thadtegt and EMC(3
10.6 Form of Real Estate License Agreement between #dggsRant and EMC(Z
10.7 Letter Agreement between the Registrant and MagkP)
10.8 Form of Indemnification Agreement for directors andcutive officers+(2
10.9 2007 Equity and Incentive Plan+(
10.10 Promissory Note between the Registrant and EMC @atjpn(1)
10.11 Form of Insurance Matters Agreement between thesagt and EMC(3
10.12 Form of Option Agreement+(:
10.13 Form of Restricted Stock Unit Agreement+
10.14 2007 Employee Stock Purchase Plan-
10.15 Letter Agreement between the Registrant and Thamagrewicz+(2
10.16 Distribution Agreement between the Registrant arggdm Micro**(3)
10.17 Form of Real Estate Purchase and Sale Agreememebptthe Registrant and EMC|
10.18 Class A Common Stock Purchase Agreement betweeRdbistrant and Intel Capital(
10.19 Investor Rights Agreement between the Registrattiatel Capital(3’
10.20 Form of Early Exercise Option Agreement+
211 List of subsidiaries(1
23.1 Consent of PricewaterhouseCoopers |
23.2 Consent of PricewaterhouseCoopers |
23.3 Consent of Skadden, Arps, Slate, Meagher & Flom [ibBluded in Exhibit 5.1)
24.1 Power of Attorney (included on signature page i
99.1 Form of Letter of Transmitte

99.2 Form of Notice of Withdrawe

+ Management contract or compensatory plan or arrarge
*  To be filed by amendmer

**  Confidential treatment requested for certaintprs of this Exhibit pursuant to Rule 406 promaéghunder the Securities Act, which
portions are omitted and filed separately with $eeurities and Exchange Commissi

(1) Incorporated by reference to the Registration &tate on Form -1 of VMware, Inc. (Registration Statement No. -142368) filed with
the Commission on April 26, 200

(2) Incorporated by reference to the Registratitaie®nent on Form S-1 of VMware, Inc. (Registrat8iatement No. 333-142368) filed with
the Commission on June 11, 20

(3) Incorporated by reference to Amendment No. théoRegistration Statement on Form S-1 of VMwére, (Registration Statement
No. 33:-142368) filed with the Commission on July 9, 20



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

We hereby consent to the use in this RegistrattateSient on Form S-4 of our report dated AprilA2007, except for Note A — Revision
of Financial Statement Presentation, as to whietdtte is July 5, 2007, relating to the financiatesments and financial statement schedule of
VMware, Inc., which appears in such Registraticaie&nent. We also consent to the reference to usridhd heading “Experts” in such
Registration Statement.

/sl PricewaterhouseCoopers LLP

San Jose, California
July 9, 2007



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémdtleis Registration Statement on Form S-4 ofreport dated February 27, 2007
relating to the financial statements, financiatestaent schedule, management’s assessment of dwtiefhess of internal control over financial
reporting and the effectiveness of internal contrnar financial reporting of EMC Corporation, whiappears in EMC Corporation’s Annual
Report on Form 10-K for the year ended DecembePGQ6.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
July 9, 2007



Exhibit 99.1

EMC’ vmware'

LETTER OF TRANSMITTAL

NAME AND ADDRESS

You may tender your eligible awards by checkinglibg “Exchange” next to each grant you wish to exaie

Check the
“Exchange”
checkbox for
Option each grant
Grant Grant Options Grant you wish to
Number Date Granted Price exchange

[0  Exchange

[0 Exchange

[0  Exchange

[0  Exchange

0  Exchange

Check the
“Exchange”
checkbox for

Restricted Restricted each grant
Stock Grant Stock Grant Restricted you wish to

Number Date Stock Granted exchange

[0  Exchange

[0  Exchange

[0  Exchange

[0  Exchange

[0 Exchange

| have read the Prospectus—Offer to Exchange datlydd, 2007 (as amended or supplemented fromtontiene, the “ProspectusSifer
to Exchange”) relating to the offer being made ByECorporation (“EMC”) and VMware, Inc. (“VMware'lp eligible VMware employees to
tender their outstanding stock options (“EMC Ops$irio purchase shares of EMC’s common stock, phrer$0.01 per share (the “EMC
Stock”), granted under the EMC Plans (as definetiénProspectus—Offer to Exchange) for options (Wéfe Options”) to purchase VMware
Class A common stock, par value $0.01 per shae="{tMware Stock”), as determined on an awardaward basis, and to exchange all of
employee’ restricted EMC StockEMC Restricted Stoc”)



granted under the EMC Plans for restricted VMwars (“VMware Restricted Stock”), as determinedammaward-byaward basis (such offi
upon the terms and conditions set forth in the promis—Offer to Exchange and this Letter of Trattsiibeing referred as the “Offer”).

| understand that | am eligible to tender eligibfgions or shares of restricted stock in the Odfdy if I:
« am a VMware employee as of July 9, 2007 and thrabgthGrant Date referred to below; ¢
* hold at least one eligible option or share of fet#d stock on July 9, 2007 and through the Graatel

I understand that | may only tender for exchangténOffer options or shares of restricted stoek tiere granted to me under an EMC
Plan and are still outstanding as of the Grant D&taender any of my eligible options or shacégestricted stock, | must tender all options
under the applicable option grant or all shareesfricted stock under the applicable restrictedlsgrant, respectively. This means that | may
not tender for exchange only a portion of an outditag option or restricted stock grant. Howevet,hive previously partially exercised an
eligible option grant, | may still tender for exclgge the remaining unexercised portion of suchldkgbption grant. | understand that if | have
more than one outstanding eligible option or ret#d stock grant, | may tender for exchange athefoptions or restricted stock under a grant
and choose not to tender any options or restristeck subject to a different grant.

I understand that, upon the terms and subjectet@dinditions of the Offer, in exchange for thosgas or shares of restricted stock |
validly tender and which are accepted and cancelldtivare will grant me replacement options or skaserestricted stock determined by the
average of the volume-weighted average price of E3#tick over the final two full trading days of tbéfer (the “VWAP”) and the initial
public offering price of VMware Stock (the “IPO B&") such that:

» For each EMC Option | exchange, | will be entittedeceive a VMware Option to purchase a numbahafes of VMware Stock
equal to the number of shares underlying the EM@o@phat | exchange multiplied by a fraction, thenerator of which will be
the VWAP and the denominator of which will be tiR©l Price (th¢‘Exchange Rat").

» For each EMC Option | exchange, the per share seeprice of each VMware Option | will be entitledreceive will be the
exercise price of such EMC Option divided by theltange Ratio with the result rounded up to theestavhole cent. The
calculation of the per share exercise price ofevare Options | will receive will be done on anaa-byaward basis, such tha
| exchange EMC Options with different per sharereise prices, the per share exercise prices ofMeare Options that | will be
entitled to receive will also be different from baather.

» For each share of EMC Restricted Stock | exchahgél be entitled to receive VMware Restricted 8teequal to the number of
shares of EMC Restricted Stock that | exchangeiptieil by the Exchange Rati

I understand that VMware Option awards and awafd&vbware Restricted Stock made pursuant to the I0ffd be rounded down to tF
nearest whole share on an award-by-award basibaitichot receive in the exchange VMware Optiokd/ware Restricted stock or any other
consideration for fractional shares. | understdrad, twhile VMware Options and VMware Restrictedcgtgranted in exchange for EMC
Options and EMC Restricted Stock granted undeEME Plans will be granted under VMware’s 2007 Egaibd Incentive Plan (“2007
Equity and Incentive Plan”), as permitted by th@2&quity and Incentive Plan, the VMware Optiond &Mware Restricted Stock will be
granted with the same terms and conditions assit ih the EMC Plans under which the original ateawere granted, except as described
below.

| understand that, upon the terms and subjectet@dinditions of the Offer, VMware Options and VMwd&estricted Stock will be
granted on or promptly following the date the EM@tiOns and EMC Restricted Stock | tender for exgeaare accepted and cancelled (the
date and time of such grant of replacement optamsrestricted stock being referred to as“Grant Dat”).



| understand that, as described in the Prospectifer{0 Exchange, (1) vested EMC Options | propeelyder in this Offer and do not
withdrawal will be exchanged for unvested VMwaretioms subject to a new vesting period applicabléd&entire award, commencing on the
Grant Date, which provides for, subject to contoheenployment, monthly vesting in equal amounts @period equal to the shorter of twelve
months or 90 days prior to the scheduled expiratfathe tendered EMC Options (but if such 90th deyld be prior to the date of grant, then
the VMware option granted would vest on the datgraht), (2) VMware Options | receive in the excpanvill not be “incentive stock
options,” notwithstanding whether the EMC Optidiehdered was an “incentive stock option,” (3) VMe/&@ptions and VMware Restricted
Stock | receive in the exchange will not be subjecccelerated vesting on a “change in contraid @) certain EMC Restricted Stock | may
be eligible to tender in this Offer will be exchaungfor VMware Restricted Stock that will be subjectifferent acceleration provisions related
to VMware achieving certain performance benchmérks those applicable to the original EMC Restdc®ock award. | understand that,
except as described above, the VMware Options aididfe Restricted Stock | receive in the exchandeosntinue to be subject to the terms
of the original EMC option or restricted stock agreent under which they were granted except thé&sarthe context may otherwise require,
references to “EMC” in the applicable award agreetnsball instead be deemed to be references to “slidw

| understand that, as described in the Prospectdfer{0 Exchange, VMware has agreed with the undésve of the initial public
offering of VMware Stock (the “IPO”) to require gible employees, as a condition to participatinghia Offer, to agree to certain “lock-up”
restrictions. Accordingly, | hereby agree, as adition to my participation in the Offer, that | Wilot, without the prior written consent of
Citigroup Global Markets Inc., J.P. Morgan Secastinc. and Lehman Brothers Inc. (together, thefBsentatives”), offer, sell, contract to
sell, pledge or otherwise dispose of (or enter artp transaction which is designed to, or mighsoaably be expected to, result in the
disposition (whether by actual disposition or efffeez economic disposition due to cash settlememtioerwise) by me or any of my affiliates,
directly or indirectly, including the filing (or ptcipation in the filing) of a registration statemt with the Securities and Exchange Commission
or the establishment or increase of a put equivalesition or liquidation or decrease of a calligglent position within the meaning of
Section 16 of the Securities Exchange Act of 1884amended, and the rules and regulations of thigri8es and Exchange Commission
promulgated thereunder, with respect to, any shafreemmon stock of the VMware or any securitieswatible into, or exercisable or
exchangeable for such common stock, or publiclyoanoe an intention to effect any such transacfmma period of 180 days from the date
SEC declares the registration statement for thedffé€ztive (the “lock-up period”).

Notwithstanding the lock-up restrictions in theqeding paragraph, | understand that | may tramafe¥Mware Options or VMware
Stock (i) as ona fidegift or gifts, providedhat each donee thereof agrees to be bound imgiily the lock-up restrictions set forth herein,
(i) as donations to charitable organizations, pedthat each recipient agrees to be bound in writinghle lockup restrictions set forth here
(iii) by will or the laws of descent and distribonti, (iv) to any trust for the direct or indirectrigdit of me or my immediate family, providéiat
the trustee of the trust agrees to be bound inngrity the lock-up restrictions set forth hereingd grovided furthethat any such transfer shall
not involve a disposition for value, or (v) withetprior written consent of the Representatives.tkese purposes, | understand and agree that
“immediate family” means any relationship by blooshrriage or adoption, not more remote than fiostsin. In addition, nothing herein shall
preclude the sale of shares to VMware, includingsstb satisfy taxes payable in connection withwibsting of previously awarded VMware
shares that constitute restricted stock.

| understand and agree that if (i) VMware issuesamings release or material news, or a mater@aitaelating to VMware occurs,
during the last 17 days of the lock-up period,idmfior to the expiration of the lock-up periodMware announces that it will release earnings
results during the 16-day period beginning on & tlay of the lock-up period, the lock-up peribdlsbe extended until the expiration of the
18-day period beginning on the issuance of theiegsirelease or the occurrence of the material riewsaterial event, unless the
Representatives waive, in writing, such extens



| also understand that all VMware Options and VMevRestricted Stock | receive in the exchange andesting and exercise rights, as
applicable, will be contingent on my continued eoyphent with VMware through the applicable vestirmges and subject to the provisions of
VMware's 2007 Equity and Incentive Plan and my &atile option or restricted stock agreement.

| recognize that, under certain circumstancesasét fn the Prospectus—Offer to Exchange, VMwareg teaminate or amend the Offer,
or postpone its acceptance and cancellation obatigns tendered for exchange. In any such evemtdérstand that the options tendered for
exchange but not accepted will remain in effechaitt change.

Effective as of the Grant Date, | hereby give upentire right, title and interest in and to the VEhe Options and VMware Restricted
Stock which | have tendered pursuant to this Letté@rransmittal and which are accepted by VMwareefikchange and cancellation, pursuant
to the Offer. | understand, acknowledge and adraedll of such options and shares of restrictedksso specified to be tendered which are
accepted by VMware for exchange and cancellatioayant to the Offer, and any notices, agreemeattficates or other documentation
evidencing such options and restricted stock, avitbmatically become null and void as of the Giaaite. | acknowledge that this tender for
exchange is entirely voluntary and that | may wigvd my acceptance of the Offer using the Noticeithdrawal that has been provided to me
at any time until 11 a.m., Pacific Time, on Aug6sR007, the currently scheduled expiration datdte Offer, or such later expiration date for
the Offer if VMware extends the Offer (such expwatdate, as it may be so extended, the “Expirdilate”).| also acknowledge that, subjec
to the terms and conditions of the Offer, this eldgmn will be irrevocable from and after the Expiration Date.

| understand that in the event of any conflict betveen the terms of the Prospectus—Offer to Exchangend the terms of this Letter
of Transmittal, the terms of the Prospectus—Offer Wl control.

Upon the terms and subject to the conditions ofaffer, | hereby tender for exchange and cancelettie eligible options and restricted
stock specified (by checking the box “Exchangekt to each option or restricted stock award ttebéered) in the table on the first page of
Letter of Transmittal. | represent that | havefilepower and authority to tender such options ahdres of restricted stock so specified for
exchange and cancellation.

Offer expires at 11:00 AM PDT on August 6, 2007.

If you have questions, contact the Mellon call ceat, Monday through Friday
between the hours of 5:00 a.m. to 4:00 p.m. Pacifizgaylight Time at:

888-313-1479 (From within the U.S.)
201-680-6672 (From outside the U.S.)

Signature Date Daytime phone number ( )
By Mail: By Hand: By Overnight:
Mellon Investor Services Mellon Investor Services Mellon Investor Services
Reorganization Department Reorganization Department Reorganization Department
PO Box 3301 27t Eloor 480 Washington Blvd.
South Hackensack, NJ 07606 480 Washington Blvd. Mail Stop — Reorg

Jersey City, NJ 07310 Jersey City, NJ 07310



Exhibit 99.2

EMC’ vmware’

NOTICE OF WITHDRAWAL

If you previously submitted a Letter of Transmiti@ltender for exchange and cancellation somel of gbur eligible options or restricted
stock, pursuant to the Offer to Exchange dated JuB007 (as amended or supplemented from timients, the “Offer to Exchange” which,
together with the Letter of Transmittal accompanytine Offer to Exchange, constitutes the “Offedl)jf you tendered online through the
Election Site for the EMC—VMware Exchange Prograrhtgps://www.corpaction.net/vmware, and you wish to withdraw younder of somi
or all of such options or restricted stock, you trexecute this Notice of Withdrawal and send itht® information and exchange agent for the
Offer, Mellon Investor Services, at one of thedaling addresses:

By Mail: By Hand: By Overnight:
Mellon Investor Services Mellon Investor Services Mellon Investor Services
Reorganization Department Reorganization Department Reorganization Department
PO Box 3301 27t Eloor 480 Washington Blvd.
South Hackensack, NJ 07606 480 Washington Blvd. Mail Stop — Reorg
Jersey City, NJ 07310 Jersey City, NJ 07310

Your eligible options or restricted stock tendefedexchange will not be considered withdrawn uslagroperly completed and signed Notice
of Withdrawal is received by Mellon Investor Seescas specified above before 11:00 a.m., PacifieTon August 6, 2007, or such later
expiration time of the Offer if EMC Corporation aktlware, Inc. extend the Offer. Prior to the exfioa of the Offer, you may also withdraw
eligible options or restricted stock that you teredethrough the Election Site for the EMC—VMwarecBange Program at https://www.corp-
action.net/'vmware, by following the instructions feth on the Election Site. If you miss this diael but remain an eligible employee as
described in the Offer to Exchange, any eligibléays or shares of restricted stock previouslydmliendered by you and accepted for
exchange will be cancelled and exchanged pursoahetOffer. The information and exchange agenrtamly accept delivery of the signed
Notice of Withdrawal by hand or regular or overrtigiail as specified above. Delivery b-mail will NOT be acceptedThe method of
delivery is at your option and risk. You are resposible for making sure that the Notice of Withdrawalis timely delivered as specified
above. You must allow for delivery time based on #hmethod of delivery that you choose to ensure Melh Investor Services receives
your Notice of Withdrawal on time.

To EMC Corporation and VMware, Inc.:

| previously received a copy of the Offer to Excpamlated July 9, 2007 and the related Letter ofi§mattal. | either, through the Electi
Site for the EMC—VMware Exchange Program at htfpsviv.corp-action.net/vmware or by signing and reing the Letter of Transmittal,
tendered for exchange certain options or restristeck pursuant to the Offer to Exchange. | nowhvigswithdraw my tender with respect to
stock option or restricted stock grant(s) specibietbw. | understand that by withdrawing my tender with respect to the stock option or
restricted stock grant(s) specified below, | am witdrawing my tender of all the options or restrictedstock covered by such specified
grant(s).

| understand and acknowledge that, by withdrawiygoneviously tendered options and shares of résttistock specified below, | will
not be granted any options or restricted stockohange for such previously tendered options drioésd stock and | will retain such options
and restricted stock with their term(s), vestingesiule(s), other terms and conditions and withees options, existing exercise price(s). |
also understand and acknowledge that all of sutibrepand shares of restricted stock will contituee governed by the equity award plan
under which they were granted and the form(s) d¢ibopor restricted stock agreement(s) previoustywjated to me in connection with the grant
of such options or restricted stor



I hereby withdraw all of the eligible options orass of restricted stock subject to the optiorestricted stock grant(s) listed below wt
| previously tendered for exchange and cancellgtimsuant to the Offer. | have therefore complétésiNotice of Withdrawal in accordance
with the withdrawal instructions on the next pagd aave signed exactly as my name appears on ttieeNd Grant for such options or
restricted stock previously delivered to me.

Signature Date

Name

Social Security Numbe

Options Withdrawn:
Option Grant Grant Date Number of Options Grant Price
Number Granted

Restricted Stock Withdrawn:

Restricted Stock Restricted Stock Shares of Restrictec
Grant Number Grant Date Stock Granted




Withdrawal Instructions:

1.

Complete and sign this Notice of Withdrawal aedd it as soon as possible to the informationeaactiange agent for the Offer,
Mellon Investor Services, at one of the followirdgeesses

By Mail: By Hand: By Overnight:

Mellon Investor Services Mellon Investor Services Mellon Investor Services

Reorganization Department Reorganization Department Reorganization Department

PO Box 3301 27t Floor 480 Washington Blvd.

South Hackensack, NJ 07606 480 Washington Blvd. Mail Stop — Reorg

Jersey City, NJ 0731( Jersey City, NJ 07310

You should make and keep a copy of the complteldsigned Notice of Withdrawal for your recor@ikis Notice of Withdrawal
must be received by Mellon Investor Services as sgiied above before 1:00 p.m., Pacific Time, on Augt 6, 2007, unless the
Offer is extended by EMC Corporation and VMware, Inc., in which case this Notice of Withdrawal must be&o received by
the extended expiration date. Your tendered optionill not be considered withdrawn unless and untik properly completed
and executed copy of this Notice of Withdrawal isitnely received by Mellon Investor Services as spdieid above.The
information and exchange agent will only accepivaey of the signed Notice of Withdrawal by handregular or overnight mail.
Delivery by e-mail will NOT be accepte@ihe method of delivery is at your option and risk.You are responsible for making
sure that this Notice of Withdrawal is timely delivered as specified above. You must allow for delivetime based on the
method of delivery that you choose to ensure we reiwe your Notice of Withdrawal on time.

If you are married and reside in a state the laiwshich provide that a spouse has a community pigpeterest in the eligibl
options or restricted stock the tender of whichaémg withdrawn pursuant to this Notice of Withdedywou must timely deliver
with this Notice of Withdrawal a Spousal Consemtrf@xecuted by your spouse, whereby your spouseago be bound, and
agrees that any such community property interest similarly be bound, by this Notice of WithdralwH you need a Spousal
Consent form, please inquire by phone at 1-888-B43 (from within the U.S.) or 201-680-6672 (fromtgide the U.S.) and the
information and exchange agent will assist y

Except as described in the following sentence,Nuce of Withdrawal must be executed by the blemployee who holds tl
eligible options or restricted stock to be tenddedexchange exactly as such employee’s name appeahe notice of grant for
such options or restricted stock previously delrdeto such employee. If the signature is by anratoin-fact or another person
acting in a fiduciary or representative capacitg, signers full titte and proper evidence of the authorifysach person to act in st
capacity must be identified on this Notice of Withdal.

Please contact Mellon Investor Services by phori-88€-31:-1479 (from within the U.S.) or 2-68C-6672 (from outside th
U.S.), if you would like to confirm that the infoation agent has received your Notice of Withdra

The Offer expires at 11:00 AM PDT on August 6, 2007

If you have questions, contact the Mellon call cert, Monday through Friday
between the hours of 5:00 a.m. to 4:00 p.m. Pacifizaylight Time at:

1-888-313-1479 (From within the U.S.)
201-680-6672 (From outside the U.S.)



