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UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
   

FORM 8-K  
   

CURRENT REPORT  
Pursuant to Section 13 or 15(d)  

of the Securities Exchange Act of 1934  

Date of Report (Date of Earliest Event Reported): January 21, 2014  
   

VMWARE, INC.  
(Exact name of Registrant as specified in its charter)  

   

   

Registrant’s telephone number, including area code: (650) 427-5000  

N/A  
(Former Name or Former Address, if changed since last report)  

   

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under 
any of the following provisions (see General Instruction A.2. below):  
   

   

   

   

   
      

  

  

  

  

Delaware   001-33622   94-3292913 
(State or other jurisdiction  

of incorporation or organization)    
(Commission  
File Number)    

(I.R.S. Employer  
Identification No.)  

3401 Hillview Avenue, Palo Alto, CA   94304 
(Address of Principal Executive Offices)   (Zip code) 

  

� Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

� Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

� Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

� Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 



AirWatch Acquisition  

On January 21, 2014, VMware, Inc. (“VMware”) entered into an Agreement and Plan of Merger (the “Merger Agreement”) to acquire 
A.W.S. Holding, LLC (“AirWatch Holding”), the sole member and equityholder of AirWatch LLC.  

Under the terms of the Merger Agreement, all outstanding membership units of AirWatch Holding outstanding at the completion of the 
merger will be converted into the right to receive a cash payment, which will be determined by dividing the merger consideration (described 
below) by the total number of AirWatch Holding units outstanding at the completion of the merger (calculated on a fully-diluted basis, but 
excluding certain restricted membership units granted in connection with the transaction).  

Vested, in-the-money options to purchase AirWatch Holding units will be converted into a right to receive a cash payment equal to (a) the 
aggregate amount of consideration payable in respect of AirWatch Holding units issuable upon exercise of such options, had such options been 
exercised in full prior to completion of the merger, minus (b) the exercise price for such options. In addition, VMware will substitute all 
unvested AirWatch Holding unit options and unvested restricted membership units outstanding at the completion of the merger. These 
substituted equity awards will be converted into VMware equity awards based on an exchange ratio derived from the per unit merger 
consideration payable to holders of AirWatch Holding units and the 30-day trading average of VMware’s Class A common stock prior to the 
completion of the merger. VMware currently expects that up to approximately 2 million shares of VMware Class A common stock will be 
issuable upon vesting of the substituted equity awards, subject to final calculation of the exchange ratio at closing. The substituted awards will 
vest in four or less years after closing, subject to employees meeting vesting requirements.  

The merger consideration that will be used to determine the price per unit payable in cash for outstanding AirWatch Holding units and the 
exchange ratio for the assumption of AirWatch Holding equity awards is an amount equal to $1,507,000,000. In addition, consideration of 
approximately $34 million will also be paid in connection with the transaction including retention equity awards granted to the employees of 
AirWatch Holding. The merger consideration is reduced by (a) the estimated amount of any AirWatch Holding transaction expenses incurred in 
connection with the merger, and (b) the amount, if any, by which the AirWatch Holding’s good faith estimate of the amount of AirWatch 
Holding’s working capital as of the completion of the merger, as calculated in accordance with the Merger Agreement, is less than $0.00.  

A portion of the merger consideration (approximately $0.3 billion) payable to designated AirWatch Holding founders and certain key 
executives, including their contributions to escrow, is payable following the closing of the merger in either cash or VMware stock, at the option 
of VMware, pursuant to the Merger Agreement and installment payment agreements, and is subject to specified employment conditions.  

The merger and the Merger Agreement have been approved by the board of managers and the board of directors of AirWatch Holding 
and VMware, respectively, and by the requisite vote of the AirWatch Holding unitholders and the Class B common stockholder of VMware. 
Completion of the transaction is subject to various closing conditions, including, among others, clearance under the Hart-Scott-Rodino 
Antitrust Improvements Act, continuation of employment at AirWatch Holding or its relevant subsidiary of certain AirWatch Holding 
employees, the accuracy of each party’s representations and warranties (subject to certain exceptions), execution by certain major AirWatch 
Holding unitholders of joinder agreements, compliance in all material respects by the other party with its covenants and the absence of any 
material adverse effect on AirWatch Holding. The merger is expected to close late in the first quarter of 2014.  

The Merger Agreement provides that AirWatch Holding and VMware each have the right to terminate the Merger Agreement on the 
occurrence of certain events, including if the transaction is not consummated by April 30, 2014, subject to extension up to October 31, 2014 if 
the parties have not received clearance under the Hart-Scott-Rodino Antitrust Improvements Act at such time but all other conditions to closing 
have been satisfied.  

Item 1.01 Entry into a Material Definitive Agreement. 



The Merger Agreement further provides that VMware will provide a bridge loan of $25,000,000 to AirWatch Holding if the closing of 
the merger has not occurred by June 1, 2014, and by an additional $25,000,000 if the closing has not occurred by September 1, 2014, if the 
parties have not received clearance under the Hart-Scott-Rodino Antitrust Improvements Act at such time but all other conditions to closing 
have been satisfied.  

The Merger Agreement contains customary representations and warranties of AirWatch Holding and VMware, covenants regarding 
AirWatch Holding’s operation of its business prior to the closing date and provisions regarding indemnification in favor of VMware. VMware 
will deposit into escrow $115 million of the merger consideration otherwise payable in the merger to holders of AirWatch Holding units and 
equity awards, to be held in escrow as security for indemnification claims, if any, under the Merger Agreement for a period of eighteen months 
(or longer in certain cases) following the completion of the merger.  

Promissory Notes  

On January 21, 2014, VMware and EMC Corporation entered into a Note Exchange Agreement providing for the issuance of three 
promissory notes in the aggregate principal amount of $1.5 billion. Of such amount, $450 million is the exchange of VMware’s promissory 
note issued to EMC in April 2007, as amended and restated on June 10, 2011, and the remaining $1.05 billion represents new loan proceeds 
from EMC.  

The three notes issued will have the following principal amounts and maturity dates: $680 million due May 1, 2018, $550 million due 
May 1, 2020 and $270 million due December 1, 2022.  

The notes will bear interest at the annual rate of 1.75% or the Applicable Federal Rate for the month in which the borrowing occurs, 
whichever is higher. Interest is payable quarterly in arrears. The notes may be repaid without penalty or premium. VMware expects to draw 
down on all three notes in late January 2014.  

   

On January 22, 2014, VMware issued a press release announcing preliminary financial results for the quarter ended December 31, 2013.  

The press release, including information regarding VMware’s use of non-GAAP financial measures, is attached hereto as Exhibit 99.1 
and are incorporated by reference herein.  

   

The information contained in Item 1.01 under the subheading “Promissory Notes” is incorporated herein by reference.  

   

On January 21, 2014, EMC Corporation (“EMC”), the sole Class B common stockholder of VMware, approved the proposed acquisition 
by VMware of AirWatch Holding in accordance with VMware’s Amended and Restated Certificate of Incorporation, by action of written 
consent pursuant to Section 228 of the Delaware General Corporation Law.  

   

On January 22, 2014, VMware issued a press release to announce the entry into the Merger Agreement, a copy of which is attached 
hereto as Exhibit 99.1 and incorporated herein by reference.  

The information in Item 2.02, Item 7.01 and Exhibit 99.1 attached hereto shall not be deemed “filed” for purposes of Section 18 of the 
Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated 
by reference in any filing under the Securities Act of 1933 or the Exchange Act, regardless of any general incorporation language in such filing. 

Item 2.02 Results of Operations and Financial Condition. 

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant. 

Item 5.07 Submission of Matters to a Vote of Security Holders. 

Item 7.01 Regulation FD Disclosure. 



FORWARD-LOOKING STATEMENTS  

Statements in this Current Report on Form 8-K that are not historical are “forward-looking statements” as the term is defined in the 
Private Securities Litigation Reform Act of 1995. Forward-looking statements are generally written in the future tense and/or preceded by 
words such as “will,” “expects,” “expected” or other words that imply or predict a future state. Forward-looking statements in this report 
include any statements regarding the consummation of the acquisition of AirWatch Holding, the payment of the merger consideration, the 
anticipated timing for the closing of the transaction, the expected issuance of VMware’s Class A common stock in respect of the substituted 
equity awards, the anticipated date of borrowing under the notes with EMC and any assumptions underlying any of the foregoing. Such 
statements are based upon current plans, estimates and expectations that are subject to risks, uncertainties and assumptions. The inclusion of 
such statements should not be regarded as a representation that such plans, estimates or expectations will be achieved. You should not place 
undue reliance on such statements. Important factors that could cause actual results to differ materially from such plans, estimates or 
expectations include, among others, (i) the satisfaction of closing conditions for the transaction; (ii) clearance under the Hart-Scott-Rodino 
Antitrust Improvements Act; (iii) unexpected costs, liabilities or delays in connection with the transaction; (iv) adverse changes in general 
economic or market conditions; and (v) risks detailed in documents filed with the Securities and Exchange Commission from time to time, 
including our most recent reports on Form 10-K, Form 10-Q and Form 8-K. There can be no assurance that the transaction will be completed, 
or if it is completed, that the expected benefits will be realized. VMware assumes no obligation to, and does not currently intend to, update any 
such forward-looking statements after the date of this report.  

   

(d) Exhibits.  
   

Item 9.01. Financial Statements and Exhibits. 

99.1    Press release issued January 22, 2014. 



SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf 
by the undersigned hereunto duly authorized.  
   

    VMware, Inc. 

Date: January 22, 2014     By:   /s/ Jonathan Chadwick 

      

Jonathan Chadwick  
Chief Financial Officer and Executive Vice President  



EXHIBIT INDEX  
   
Exhibit 

No.    Description 

99.1    Press release issued January 22, 2014. 



Exhibit 99.1 

VMware to Acquire AirWatch  

Acquisition will Provide Customers with the Most Complete Solution to Manage Users,  
Devices and Applications across Desktop and Mobile Environments  

VMware Reports Record Preliminary Q4 2013 Results  

VMware to Host Financial Analyst Conference Call Today at 5:00 a.m. PT  

PALO ALTO, Calif., January 22, 2014 – VMware, Inc. (NYSE: VMW), the global leader in virtualization and cloud infrastructure, and 
AirWatch today announced that they have signed a definitive agreement under which VMware will acquire AirWatch, the leading provider of 
enterprise mobile management and security solutions. VMware will acquire AirWatch for approximately $1.175B in cash and approximately 
$365M of installment payments and assumed unvested equity. The AirWatch team will continue to report to founder and chief executive 
officer John Marshall as part of VMware’s End-User Computing group, led by Sanjay Poonen, EVP and GM. Alan Dabbiere, AirWatch’s co-
founder and chairman, will be overseeing a new AirWatch operating board which will report to Pat Gelsinger, VMware chief executive officer.  

“AirWatch provides best-in-class, secure, enterprise-mobile management to thousands of businesses around the world,” said Pat Gelsinger, 
chief executive officer, VMware. “With this acquisition VMware will add a foundational element to our end-user computing portfolio that will 
enable our customers to turbo-charge their mobile workforce without compromising security.”  

“When we started AirWatch, we set out to help businesses succeed in the mobile explosion that was set to come. Now there are more than 2 
billion smart phones and tablets in the world and more than half of those devices touch an enterprise,” said Alan Dabbiere, co-founder and 
chairman, AirWatch. “By joining a proven innovator like VMware, we now have an opportunity to bring our leading-edge solutions to an even 
broader set of customers and partners to help them optimize for the mobile-cloud world.”   



Privately held and headquartered in Atlanta, GA, AirWatch is the leading provider of enterprise solutions for Mobile Device Management, 
Mobile Application Management and Mobile Content Management. With more than 10,000 customers globally and more than 1,600 
employees across nine global offices, AirWatch’s solutions give enterprises a strategic platform to securely manage a rapidly growing set of 
mobile devices and an increasingly mobile workforce. The Atlanta site is expected to expand and be the center of VMware’s mobile operations. 

“Our vision is to provide a secure virtual workspace that allows end users to work at the speed of life,” said Sanjay Poonen, EVP and GM of 
VMware’s End-User Computing group. “The combination of AirWatch and VMware will enable us to deliver unprecedented value to our 
customers and partners across their desktop and mobile environments.”  

This acquisition will expand VMware’s End-User Computing group; AirWatch’s offerings will form an expanded portfolio of mobile solutions 
that are complementary to VMware’s portfolio. The acquisition has been approved by the boards of directors of both VMware and AirWatch 
and the acquisition is expected to close during late Q1 2014 subject to regulatory approvals and customary closing conditions. The acquisition 
will be funded through a combination of balance sheet cash and proceeds from approximately $1B of additional debt to be provided by EMC. 
VMware will also continue with its ongoing share buyback program.  

Preliminary Q4 2013 Results  

VMware today also announced preliminary financial results for the fourth quarter of 2013:  

Revenues for the fourth quarter are expected to be $1.48 billion, an increase of 15% from the fourth quarter of 2012. Excluding revenues 
attributable to Pivotal Software Inc. and all divestitures that occurred in 2013, revenues for the fourth quarter are expected to have increased 
20% from the fourth quarter of 2012. 1 “I’m delighted with our overall Q4 performance, with total revenue expected to exceed the high end of 
our guidance range,”  said Jonathan Chadwick, chief financial officer and executive vice president, VMware.  



License revenues for the fourth quarter are expected to be $687 million, an increase of 15% from the fourth quarter of 2012. Excluding 
revenues attributable to Pivotal Software Inc. and all divestitures that occurred in 2013, license revenues for the fourth quarter are expected to 
have increased 18% from the fourth quarter of 2012. 1  

Non-GAAP operating margin for the fourth quarter is expected to be 35.6%. GAAP operating margin for the fourth quarter is expected to be 
25.2%.  

Additional detail regarding fourth quarter earnings will be provided in a press release and earnings announcement call as previously scheduled 
on the January 28, 2014 at 2:00 p.m. PT/ 5:00 p.m. ET.  

VMware’s Pat Gelsinger, Jonathan Chadwick and Sanjay Poonen, and Alan Dabbiere of AirWatch, will participate in a financial analyst 
conference call today at 5:00 a.m. PT / 8:00 am ET to review this acquisition, the preliminary financial results and to provide forward looking 
guidance. The call will broadcast live at http://ir.vmware.com or you may dial in: 1-888-989-9729, password: VMWARE. Slides will 
accompany the web broadcast. The replay of the webcast and slides will be available on the website for two months.  
   

Additional Resources  
   

   

About VMware  

VMware is the leader in virtualization and cloud infrastructure solutions that enable businesses to thrive in the Cloud Era. Customers rely on 
VMware to help them transform the way they build, deliver and consume Information Technology resources in a manner that is evolutionary 
and based on their specific needs. With 2012 revenues of $4.61 billion, VMware has more than 500,000 customers and 55,000 partners. The 
company is headquartered in Silicon Valley with offices throughout the world and can be found online at  www.vmware.com .  

1 Comparative growth percentages exclude revenues in each period attributable to the products and services contributed to Pivotal Software, 
Inc. and the products and services associated with divestitures consummated by VMware in 2013. 

  •   Read the blog posted by Sanjay Poonen, executive vice president and general manager, End-User Computing, VMware 

  •   Connect with VMware on Twitter and Facebook 



About AirWatch  

AirWatch is the leading mobile security and enterprise mobility management provider with more than 1,600 employees across nine global 
offices. More than 10,000 organizations in 150 countries leverage the AirWatch Enterprise Mobility Management Platform, which includes 
industry-leading mobile device, email, application, content, laptop and browser management solutions. Organizations can implement these 
solutions stand-alone for unique bring your own device requirements, in AirWatch Workspace containerized solution, or a comprehensive, 
highly scalable, enterprise-grade mobility platform. With the largest research and development team in the industry, AirWatch enables the 
broadest mobile platform support, develops innovative solutions like AirWatch Secure Content Locker, and integrates with the leading device 
manufacturers and technology solutions providers in the mobile ecosystem.  

Additional Information  

VMware’s website is located at www.vmware.com, and its investor relations website is located at http://ir.vmware.com. VMware’s goal is to 
maintain the investor relations website as a portal through which investors can easily find or navigate to pertinent information about VMware, 
all of which is made available free of charge. The additional information includes materials that VMware files with the SEC; announcements of 
investor conferences and events at which its executives talk about its products, services and competitive strategies; webcasts of its quarterly 
earnings calls, investor conferences and events (archives of which are also available for a limited time); additional information on its financial 
metrics, including reconciliations of non-GAAP financial measures to the most directly comparable GAAP measures; press releases on 
quarterly earnings, product and service announcements, legal developments and international news; corporate governance information; and 
other news, blogs and announcements that VMware may post from time to time that investors may find useful or interesting.  

VMware is a registered trademark or trademark of VMware, Inc. in the United States and other jurisdictions. All other marks and names 
mentioned herein may be trademarks of their respective organizations.  



Use of Non-GAAP Financial Measures  

Reconciliations of non-GAAP financial measures to VMware’s financial results as determined in accordance with GAAP are included at the 
end of this press release following the accompanying financial data. For a description of these non-GAAP financial measures, including the 
reasons management uses each measure, please see the section of the tables titled “About Non-GAAP Financial Measures.”  

Forward-Looking Statements  

This press release contains forward-looking statements including, among other things, statements regarding the consummation of the 
acquisition of AirWatch, the payment of the merger consideration, the anticipated timing for the closing of the transaction, the impact of the 
transaction on VMware’s future product offerings, VMware expanding its mobile solutions offering to more customers, expected funding for 
the acquisition, continuing the share buyback program and expected financial results for the fourth quarter of 2013. These forward-looking 
statements are subject to the safe harbor provisions created by the Private Securities Litigation Reform Act of 1995. Actual results could differ 
materially from those projected in the forward-looking statements as a result of certain risk factors, including but not limited to: (i) the 
satisfaction of closing conditions for the acquisition; (ii) clearance under the Hart-Scott-Rodino Antitrust Improvements Act; (iii) unexpected 
costs, liabilities or delays in connection with the transaction; (iv) adverse changes in general economic or market conditions; (v) delays or 
reductions in consumer, government, and information technology spending, including any residual impact of the partial U.S. federal 
government shutdown in October 2013; (vi) competitive factors, including but not limited to pricing pressures, industry consolidation, entry of 
new competitors into the virtualization and mobile market, and new product and marketing initiatives by VMware’s competitors; (vii) factors 
that affect timing of license revenue recognition such as product announcements and promotions and beta programs; (viii) customers’ ability to 
develop, and to transition to, new products and computing strategies such as cloud computing, desktop virtualization, enterprise mobile 
management and security and the software-defined data center; (ix) the uncertainty of customer acceptance of emerging technology; 
(x) changes in the willingness of customers to enter into longer term licensing and support arrangements; (xi) rapid technological and market 
changes in virtualization software and platforms for cloud, end user and mobile computing; (xii) changes to product development time lines; 
(xiii)  



VMware’s relationship with EMC Corporation and EMC’s ability to control matters requiring stockholder approval, including the election of 
VMware’s board members; (xiv) VMware’s ability to protect its proprietary technology; (xv) VMware’s ability to attract and retain highly 
qualified employees; (xvi) the successful integration of acquired companies and assets into VMware; and (xvii) fluctuating currency exchange 
rates. These forward-looking statements are based on current expectations and are subject to uncertainties and changes in condition, 
significance, value, and effect as well as other risks detailed in documents filed with the Securities and Exchange Commission, including 
VMware’s most recent reports on Form 10-K and Form 10-Q and current reports on Form 8-K that we may file from time to time, which could 
cause actual results to vary from expectations. VMware assumes no obligation to, and does not currently intend to, update any such forward-
looking statements after the date of this release.  

Company contacts:  
Joan Stone  
VMware Corporate PR  
650-224-8733  
joanstone@vmware.com  

Michelle Clapp  
Hill and Knowlton  
415-856-5105  
michelle.clapp@hkstrategies.com  

Paul Ziots  
Investor Relations  
650-427-3267  
pziots@vmware.com  

VMware PR inquiries hotline: (650) 427-2485  



VMware, Inc.  
RECONCILIATION OF GAAP TO NON-GAAP DATA  

(in millions)  
(unaudited)  

   
     For the Three Months Ended         
     December 31,         
     2013      2012     % Change   
License revenues as reported     $ 687       $ 597        15 %  
Pivotal       —           (8 )    
All dispositions       —           (8 )    

                        

License revenues as reported, excluding Pivotal and all dispositions     $ 687       $ 581        18 %  
         

  

         

  

  

Total revenues as reported     $ 1,483       $ 1,293        15 %  
Pivotal       —           (40 )    
All dispositions       —           (21 )    

                        

Total revenues as reported, excluding Pivotal and all dispositions     $ 1,483       $ 1,232        20 %  
         

  

         

  

  



VMware, Inc.  

RECONCILIATION OF GAAP TO NON-GAAP OPERATING MARGIN   
(unaudited)  

   
     For the Three Months Ended   
     December 31, 2013   
GAAP Operating Margin       25.2 %  
Stock-based compensation       8.2    
Employer payroll tax on employee stock transactions       0.1    
Intangible amortization       1.7    
Realignment charges       0.3    
Acquisition and other related items       0.1    

           

Non-GAAP Operating Margin       35.6 %  
         

  



About Non-GAAP Financial Measures  

To provide investors and others with additional information regarding VMware’s results, we have disclosed in this press release non-GAAP 
operating margin. VMware has provided a reconciliation of non-GAAP operating margin used in this earnings release to the most directly 
comparable GAAP financial measure. This non-GAAP financial measure differs from GAAP in that it excludes stock-based compensation, 
employer payroll tax on employee stock transactions, amortization of acquired intangible assets, realignment charges, and acquisition and 
other-related, each as discussed below.  

We have also presented in this press release growth in our license revenues and total revenues, excluding revenue generated each period by the 
products and services contributed to Pivotal Software, Inc. on April 1, 2013 and the products and services associated with the divestures 
consummated by us in 2013. We believe these measures are useful to investors because they allow investors to make meaningful comparisons 
of our revenues across periods.  

VMware’s management uses these non-GAAP financial measures to understand and compare operating results across accounting periods, for 
internal budgeting and forecasting purposes, for short- and long-term operating plans, to calculate bonus payments and to evaluate VMware’s 
financial performance, the performance of its individual functional groups and the ability of operations to generate cash. Management believes 
these non-GAAP financial measures reflect VMware’s ongoing business in a manner that allows for meaningful period-to-period comparisons 
and analysis of trends in VMware’s business, as they exclude amounts that are not reflective of ongoing operating results. Management also 
believes that these non-GAAP financial measures provide useful information to investors and others in understanding and evaluating 
VMware’s operating results and future prospects in the same manner as management and in comparing financial results across accounting 
periods and to those of peer companies.  

Management believes these non-GAAP financial measures are useful to investors and others in assessing VMware’s operating performance due 
to the following factors:  
   

  

•   Stock-based compensation . Stock-based compensation is generally fixed at the time the stock-based instrument is granted and 
amortized over a period of several years. Although stock-based compensation is an important aspect of the compensation of our 
employees and executives, the expense for the fair value of the stock-based instruments we utilize may bear little resemblance to the 
actual  



   

   

   

   

  

value realized upon the vesting or future exercise of the related stock-based awards. Furthermore, unlike cash compensation, the 
value of stock options is determined using a complex formula that incorporates factors, such as market volatility, that are beyond 
our control. Additionally, in order to establish the fair value of performance-based stock awards, which are also an element of our 
ongoing stock-based compensation, we are required to apply judgment to estimate the probability of the extent to which 
performance objectives will be achieved. Management believes it is useful to exclude stock-based compensation in order to better 
understand the long-term performance of our core business and to facilitate comparison of our results to those of peer companies.  

  
•   Employer payroll tax on employee stock transactions . The amount of employer payroll taxes on stock-based compensation is 

dependent on VMware’s stock price and other factors that are beyond our control and do not correlate to the operation of the 
business. 

  

•   Amortization of acquired intangible assets . A portion of the purchase price of VMware’s acquisitions is generally allocated to 
intangible assets, such as intellectual property, and is subject to amortization. However, VMware does not acquire businesses on a 
predictable cycle. Additionally, the amount of an acquisition’s purchase price allocated to intangible assets and the term of its 
related amortization can vary significantly and are unique to each acquisition. Therefore, VMware believes that the presentation of 
non-GAAP financial measures that adjust for the amortization of intangible assets provides investors and others with a consistent 
basis for comparison across accounting periods. 

  
•   Realignment charges: Realignment charges include workforce reductions, asset impairments, losses on asset disposals, and costs to 

exit facilities. We believe it is useful to exclude these items, when significant, as they are not reflective of our ongoing business and 
operating results. 

  
•   Acquisition and other-related items. Acquisition and other -related items include direct costs of acquisitions and dispositions, such 

as transaction and advisory fees, which vary significantly and are unique to each transaction. Additionally, VMware does not 
acquire or dispose of businesses on a predictable cycle. 



The use of non-GAAP financial measures has certain limitations because they do not reflect all items of income and expense that affect 
VMware’s operations. Specifically, in the case of stock-based compensation, if VMware did not pay out a portion of its compensation in the 
form of stock-based compensation and related employer payroll taxes, the cash salary expense included in operating expenses would be higher, 
which would affect VMware’s cash position. VMware compensates for these limitations by reconciling the non-GAAP financial measures to 
the most comparable GAAP financial measures. These non-GAAP financial measures should be considered in addition to, not as a substitute 
for or in isolation from, measures prepared in accordance with GAAP and should not be considered measures of VMware’s liquidity. Further, 
these non-GAAP measures may differ from the non-GAAP information used by other companies, including peer companies, and therefore 
comparability may be limited. Management encourages investors and others to review VMware’s financial information in its entirety and not 
rely on a single financial measure.  


