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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): dnuary 21, 2014

VMWARE, INC.

(Exact name of Registrant as specified in its chaert)

Delaware 001-33622 94-3292913
(State or other jurisdiction (Commission (I.LR.S. Employer
of incorporation or organization) File Number) Identification No.)
3401 Hillview Avenue, Palo Alto, CA 94304
(Address of Principal Executive Offices (Zip code)

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

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

Check the appropriate box below if the Form 8-li6{jlis intended to simultaneously satisfy the {jliobligation of the registrant under

any of the following provisions (see General Instian A.2. below):

O

O
O
O

Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.4:
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))

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




ltem 1.01 Entry into a Material Definitive Agreement.

AirWatch Acquisition

On January 21, 2014, VMware, Inc. (“VMware”) entiisto an Agreement and Plan of Merger (the “Merygreement”) to acquire
A.W.S. Holding, LLC (“AirWatch Holding"), the solmember and equityholder of AirWatch LLC.

Under the terms of the Merger Agreement, all outdit)g membership units of AirwWatch Holding outstaggdat the completion of the
merger will be converted into the right to receiveash payment, which will be determined by dividine merger consideration (described
below) by the total number of Airwatch Holding undutstanding at the completion of the merger (tated on a fully-diluted basis, but
excluding certain restricted membership units grdih connection with the transaction).

Vested, in-thenoney options to purchase AirWatch Holding unit8 bé converted into a right to receive a cash payhequal to (a) tt
aggregate amount of consideration payable in reésgedirWatch Holding units issuable upon exeraidesuch options, had such options been
exercised in full prior to completion of the mergminus (b) the exercise price for such options. In additddMware will substitute all
unvested AirWatch Holding unit options and unvestestricted membership units outstanding at theptetion of the merger. These
substituted equity awards will be converted into Wade equity awards based on an exchange ratioegdefiem the per unit merger
consideration payable to holders of AirWatch Hofdimits and the 30-day trading average of VMwa@#asss A common stock prior to the
completion of the merger. VMware currently expebtst up to approximately 2 million shares of VMwa&kass A common stock will be
issuable upon vesting of the substituted equityrdsjasubject to final calculation of the exchanagiorat closing. The substituted awards will
vest in four or less years after closing, subjearhployees meeting vesting requirements.

The merger consideration that will be used to deitee the price per unit payable in cash for outditagn AirwWatch Holding units and tl
exchange ratio for the assumption of AirWatch Haddequity awards is an amount equal to $1,507,000,)& addition, consideration of
approximately $34 million will also be paid in cawtion with the transaction including retention iggawards granted to the employees of
AirWatch Holding. The merger consideration is reghliby (a) the estimated amount of any AirWatch khgjdransaction expenses incurre
connection with the merger, and (b) the amouranif, by which the Airwatch Holding’s good faith iestte of the amount of AirWatch
Holding’s working capital as of the completion bétmerger, as calculated in accordance with theg&tekgreement, is less than $0.00.

A portion of the merger consideration (approximatk0.3 billion) payable to designated AirWatch Halgifounders and certain key
executives, including their contributions to escrasmpayable following the closing of the mergeeither cash or VMware stock, at the opt
of VMware, pursuant to the Merger Agreement anthiireent payment agreements, and is subject tafsggbemployment conditions.

The merger and the Merger Agreement have been aggitny the board of managers and the board oftdireof Airwatch Holding
and VMware, respectively, and by the requisite \aftthe AirWatch Holding unitholders and the Cl&sommon stockholder of VMware.
Completion of the transaction is subject to variolasing conditions, including, among others, cd@ae under the Hart-Scott-Rodino
Antitrust Improvements Act, continuation of emplogmt at Airwatch Holding or its relevant subsidiafycertain Airwatch Holding
employees, the accuracy of each party’s represensaand warranties (subject to certain exceptia@gcution by certain major Airwatch
Holding unitholders of joinder agreements, complein all material respects by the other party \gltovenants and the absence of any
material adverse effect on AirWatch Holding. Thergee is expected to close late in the first quasfe2014.

The Merger Agreement provides that AirWatch Holdamgl VMware each have the right to terminate thegg@ieAgreement on the
occurrence of certain events, including if the sation is not consummated by April 30, 2014, stutlif@ extension up to October 31, 2014 if
the parties have not received clearance under sine$tottRodino Antitrust Improvements Act at such time alliiother conditions to closir
have been satisfie



The Merger Agreement further provides that VMwaik pvovide a bridge loan of $25,000,000 to AirwWlatidolding if the closing of
the merger has not occurred by June 1, 2014, aruh laglditional $25,000,000 if the closing has roatuored by September 1, 2014, if the
parties have not received clearance under the $tantt-Rodino Antitrust Improvements Act at suchetibut all other conditions to closing
have been satisfied.

The Merger Agreement contains customary representaand warranties of Airwatch Holding and VMwareyenants regarding
AirWatch Holding’s operation of its business priorthe closing date and provisions regarding ind&oation in favor of VMware. VMware
will deposit into escrow $115 million of the mergemsideration otherwise payable in the mergeotddrs of AirWatch Holding units and
equity awards, to be held in escrow as securityndemnification claims, if any, under the Mergagrdement for a period of eighteen months
(or longer in certain cases) following the compuletof the merger.

Promissory Notes

On January 21, 2014, VMware and EMC Corporatioereatinto a Note Exchange Agreement providingHerissuance of three
promissory notes in the aggregate principal amotiiiL..5 billion. Of such amount, $450 million ietlxchange of VMware’s promissory
note issued to EMC in April 2007, as amended asthted on June 10, 2011, and the remaining $1l@&nkiepresents new loan proceeds
from EMC.

The three notes issued will have the following pipal amounts and maturity dates: $680 million 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. 85% or the Applicable Federal Rate for the mamtivhich the borrowing occurs,
whichever is higher. Interest is payable quarterlgrrears. The notes may be repaid without pemalfyremium. VMware expects to draw
down on all three notes in late January 2014.

Item 2.02  Results of Operations and Financial Condition

On January 22, 2014, VMware issued a press rel@asauncing preliminary financial results for theager ended December 31, 2013.

The press release, including information regardiMyvare’s use of non-GAAP financial measures, ia@ied hereto as Exhibit 99.1
and are incorporated by reference herein.

ltem 2.03  Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registran

The information contained in Item 1.01 under thieh&ading “Promissory Notes” is incorporated helsimeference.

Item 5.07 Submission of Matters to a Vote of Security Holders

On January 21, 2014, EMC Corporation (“EMC"), tiiéesClass B common stockholder of VMware, appratvedproposed acquisition
by VMware of Airwatch Holding in accordance with \Wih&re’s Amended and Restated Certificate of Incation, by action of written
consent pursuant to Section 228 of the Delawareeaéorporation Law.

ltem 7.01 Requlation FD Disclosure.

On January 22, 2014, VMware issued a press reteamenounce the entry into the Merger Agreemengpy of which is attached
hereto as Exhibit 99.1 and incorporated hereindfigrence.

The information in Item 2.02, Item 7.01 and Exhiit 1 attached hereto shall not be deemed “filedptirposes of Section 18 of the
Securities Exchange Act of 1934 (the “Exchange pat’otherwise subject to the liabilities of thattsme, nor shall it be deemed incorpora
by reference in any filing under the Securities 8c1933 or the Exchange Act, regardless of angg@rnncorporation language in such fili



FORWARD-LOOKING STATEMENTS

Statements in this Current Report on Form 8-K #natnot historical are “forward-looking statemerds’the term is defined in the
Private Securities Litigation Reform Act of 199%rward-looking statements are generally writtethim future tense and/or preceded by
words such as “will,” “expects,” “expected” or oth&ords that imply or predict a future state. Famvbboking statements in this report
include any statements regarding the consummafitmeacquisition of Airwatch Holding, the paymerfitthe merger consideration, the
anticipated timing for the closing of the transawtfithe expected issuance of VMware’s Class A comstock in respect of the substituted
equity awards, the anticipated date of borrowindeaurthe notes with EMC and any assumptions undeylginy of the foregoing. Such
statements are based upon current plans, estimmadesxpectations that are subject to risks, uniogiga and assumptions. The inclusion of
such statements should not be regarded as a rafatse that such plans, estimates or expectatiglhbe achieved. You should not place
undue reliance on such statements. Important fathat could cause actual results to differ matgrdieom such plans, estimates or
expectations include, among others, (i) the satigfa of closing conditions for the transaction) ¢learance under the Hart-Scott-Rodino
Antitrust Improvements Act; (iii) unexpected cosiabilities or delays in connection with the tranton; (iv) adverse changes in general
economic or market conditions; and (v) risks dethih documents filed with the Securities and ErggaCommission from time to time,
including our most recent reports on Form 10-K,nrdi0-Q and Form 8-K. There can be no assurancéhbatansaction will be completed,
or if it is completed, that the expected benefii$ e realized. VMware assumes no obligation trd does not currently intend to, update any
such forward-looking statements after the datdisfrieport.

Item 9.01. Financial Statements and Exhibits.
(d) Exhibits.

99.1 Press release issued January 22, 2



SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd-¢iport to be signed on its behalf
by the undersigned hereunto duly authorized.

VMware, Inc.

Date: January 22, 2014 By: /s/ Jonathan Chadwic
Jonathan Chadwick
Chief Financial Officer and Executive Vice Presitd
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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

VMwar e 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 wiglization and cloud infrastructure, and
AirWatch today announced that they have signediaitiee agreement under which VMware will acquk&Watch, the leading provider of
enterprise mobile management and security solutddiivare will acquire AirWatch for approximately 475B in cash and approximately
$365M of installment payments and assumed unvesteity. The AirWatch team will continue to repastfbunder and chief executive
officer John Marshall as part of VMware’s End-USamputing group, led by Sanjay Poonen, EVP and &lish Dabbiere, AirWatch'’s co-
founder and chairman, will be overseeing a new Aitdl operating board which will report to Pat Gedsir, VMware chief executive officer.

“AirWatch provides best-in-class, secure, entegrizobile management to thousands of businessesdatba world,” said Pat Gelsinger,
chief executive officer, VMware. “With this acquisin VMware will add a foundational element to @md-user computing portfolio that will
enable our customers to turbo-charge their mobdekferce without compromising security.”

“When we started AirWatch, we set out to help besses succeed in the mobile explosion that was setme. Now there are more than 2
billion smart phones and tablets in the world araterthan half of those devices touch an enterfiriségd Alan Dabbiere, co-founder and
chairman, AirWatch. “By joining a proven innovatike VMware, we now have an opportunity to bring teading-edge solutions to an even
broader set of customers and partners to help tptimize for the mobil-cloud world”



Privately held and headquartered in Atlanta, GAWAatch is the leading provider of enterprise solusi for Mobile Device Management,
Mobile Application Management and Mobile Contentiidgement. With more than 10,000 customers glolaaitimore than 1,600
employees across nine global offices, AirWatchlsitsons give enterprises a strategic platform ttusely manage a rapidly growing set of
mobile devices and an increasingly mobile workfofidee Atlanta site is expected to expand and be¢hter of VMwares mobile operation

“Our vision is to provide a secure virtual workspdbat allows end users to work at the speed@f Ifaid Sanjay Poonen, EVP and GM of
VMware’s End-User Computing group. “The combinatafrAirWwatch and VMware will enable us to delivarprecedented value to our
customers and partners across their desktop andensstvironments.”

This acquisition will expand VMware’s End-User Caumtipg group; AirWatch’s offerings will form an expded portfolio of mobile solutions
that are complementary to VMware’s portfolio. Thoejaisition has been approved by the boards of wireof both VMware and AirWatch
and the acquisition is expected to close during @t 2014 subject to regulatory approvals and oty closing conditions. The acquisition
will be funded through a combination of balanceettomsh and proceeds from approximately $1B oftieahdil debt to be provided by EMC.
VMware will also continue with its ongoing shareyback program.

Preliminary Q4 2013 Results

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

Revenues for the fourth quarter are expected ®ilb48 billion, an increase of 15% from the fourtfager of 2012. Excluding revenues
attributable to Pivotal Software Inc. and all diteses that occurred in 2013, revenues for thetfoquarter are expected to have increased
20% from the fourth quarter of 20121'm delighted with our overall Q4 performance, titotal revenue expected to exceed the high end of
our guidance rang” said Jonathan Chadwick, chief financial officer axecutive vice president, VMwai



License revenues for the fourth quarter are expectde $687 million, an increase of 15% from therth quarter of 2012. Excluding
revenues attributable to Pivotal Software Inc. alhdivestitures that occurred in 2013, licensesries for the fourth quarter are expected to
have increased 18% from the fourth quarter of 2012.

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

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

VMware’s Pat Gelsinger, Jonathan Chadwick and §angonen, and Alan Dabbiere of AirWatch, will peifiate in a financial analyst
conference call today at 5:00 a.m. PT / 8:00 anid=Eview this acquisition, the preliminary finaalkiesults and to provide forward looking
guidance. The call will broadcast live_at http:inware.conor you may dial in: 1-888-989-9729, password: VMWRARSlides will
accompany the web broadcast. The replay of the agtland slides will be available on the websitetfiar months.

1 Comparative growth percentages exclude revenueaah period attributable to the products and seswiontributed to Pivotal Software,
Inc. and the products and services associateddivi#stitures consummated by VMware in 20

Additional Resources
* Read the blog posted by Sanjay Poonen, executieepresident and general manager,-User Computing, VMwar

e Connect with VMware oTwitter andFacebool

About VMware

VMware is the leader in virtualization and cloudra&structure solutions that enable businessegitetin the Cloud Era. Customers rely on
VMware to help them transform the way they buildlieer and consume Information Technology resounc@smanner that is evolutionary
and based on their specific needs. With 2012 rexet$4.61 billion, VMware has more than 500,008temers and 55,000 partners. The
company is headquartered in Silicon Valley witha$ throughout the world and can be found onlinwww.vmware.con.




About AirWatch

AirWatch is the leading mobile security and entesgmobility management provider with more tharDD,&émployees across nine global
offices. More than 10,000 organizations in 150 ¢oes leverage the AirWatch Enterprise Mobility Maement Platform, which includes
industry-leading mobile device, email, applicatioantent, laptop and browser management solut@rganizations can implement these
solutions stand-alone for unique bring your ownidevequirements, in Airwatch Workspace contairetigolution, or a comprehensive,
highly scalable, enterprise-grade mobility platfoitvith the largest research and development teaheiindustry, Airwatch enables the
broadest mobile platform support, develops innaeasiolutions like AirWatch Secure Content Lockerd entegrates with the leading device
manufacturers and technology solutions providethémobile ecosystem.

Additional Information

VMware's website is located at www.vmware.com, @adnvestor relations website is located at hitpuimware.com. VMware's goal is to
maintain the investor relations website as a pdntalugh which investors can easily find or navéget pertinent information about VMware,
all of which is made available free of charge. &léditional information includes materials that VMwdiles with the SEC; announcement:
investor conferences and events at which its ekaxautalk about its products, services and comipetfitrategies; webcasts of its quarterly
earnings calls, investor conferences and eventhiges of which are also available for a limitede); additional information on its financial
metrics, including reconciliations of non-GAAP fimdal measures to the most directly comparable GA#gasures; press releases on
quarterly earnings, product and service announctankegal developments and international news;amate governance information; and
other news, blogs and announcements that VMwarepuostyfrom time to time that investors may findfuser interesting.

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



Use of Non-GAAP Financial Measures

Reconciliations of non-GAAP financial measures tdware’s financial results as determined in accocganith GAAP are included at the
end of this press release following the accompanfimancial data. For a description of these nonABAinancial measures, including the
reasons management uses each measure, please seetithn of the tables titled “About Non-GAAP Fic&l Measures.”

Forward-Looking Statements

This press release contains forward-looking statésnacluding, among other things, statements tbggrthe consummation of the
acquisition of AirWatch, the payment of the mergensideration, the anticipated timing for the ahgsof the transaction, the impact of the
transaction on VMware’s future product offeringdViware expanding its mobile solutions offering tormoustomers, expected funding for
the acquisition, continuing the share buyback mogand expected financial results for the fourtartgr of 2013. These forward-looking
statements are subject to the safe harbor progisiceated by the Private Securities Litigation Reféct of 1995. Actual results could differ
materially from those projected in the forward-loakstatements as a result of certain risk faciaduding but not limited to: (i) the
satisfaction of closing conditions for the acquisit (ii) clearance under the Hart-Scott-Rodino ikast Improvements Act; (iii) unexpected
costs, liabilities or delays in connection with th@nsaction; (iv) adverse changes in general enanor market conditions; (v) delays or
reductions in consumer, government, and informagehnology spending, including any residual impddhe partial U.S. federal
government shutdown in October 2013; (vi) compatifactors, including but not limited to pricingggsures, industry consolidation, entry of
new competitors into the virtualization and molsilarket, and new product and marketing initiativied/Mware’s competitors; (vii) factors
that affect timing of license revenue recognitioglsas product announcements and promotions aagpbegrams; (viii) customers’ ability to
develop, and to transition to, new products andpging strategies such as cloud computing, deskittyalization, enterprise mobile
management and security and the software-defintedaganter; (ix) the uncertainty of customer acaegaof emerging technology;

(x) changes in the willingness of customers toreint® longer term licensing and support arranges)eri) rapid technological and market
changes in virtualization software and platformsdioud, end user and mobile computing; (xii) chesitp product development time lines;

(xiii)



VMware's relationship with EMC Corporation and EMCibility to control matters requiring stockhol@gproval, including the election of
VMware's board members; (xiv) VMware’s ability togbect its proprietary technology; (xv) VMware'silitly to attract and retain highly
qualified employees; (xvi) the successful integmatdbf acquired companies and assets into VMwar (&vii) fluctuating currency exchange
rates. These forward-looking statements are basediment expectations and are subject to uncédaiand changes in condition,
significance, value, and effect as well as otheksidetailed in documents filed with the Securitied Exchange Commission, including
VMware’s most recent reports on Form 10-K and F&f¥Q and current reports on Form 8-K that we migyffom time to time, which could
cause actual results to vary from expectations. \@Mwassumes no obligation to, and does not cuyrinéind 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.co

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) 4-2485



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 Pivotabdrdispositions $ 687 $ 581 18%
Total revenues as report $ 1,48¢ $ 1,29¢ 15%
Pivotal — (40)
All dispositions — (21)

Total revenues as reported, excluding Pivotal dintispositions $ 1,48¢ $ 1,23 20%




VMware, Inc.
RECONCILIATION OF GAAP TO NON-GAAP OPERATING MARGIN

(unaudited)
For the Three Months Endec
December 31, 201:

GAAP Operating Margin 25.2%
Stoclk-based compensatic 8.2
Employer payroll tax on employee stock transact 0.1
Intangible amortizatiol 1.7
Realignment charge 0.3
Acquisition and other related iter 0.1

Non-GAAP Operating Margil 35.6%




About Non-GAAP Financial Measures

To provide investors and others with additionabmfation regarding VMware'’s results, we have disetbin this press release non-GAAP
operating margin. VMware has provided a reconadiabf non-GAAP operating margin used in this eagsirelease to the most directly
comparable GAAP financial measure. This non-GAATRifficial measure differs from GAAP in that it exasdtock-based compensation,
employer payroll tax on employee stock transactian®ortization of acquired intangible assets, geatient charges, and acquisition and
other-related, each as discussed below.

We have also presented in this press release giowitlr license revenues and total revenues, exgdugvenue generated each period by the
products and services contributed to Pivotal Safwhnc. on April 1, 2013 and the products and isesrassociated with the divestures
consummated by us in 2013. We believe these menawraiseful to investors because they allow ioveddb make meaningful comparisons
of our revenues across periods.

VMware's management uses these non-GAAP financ@ssures to understand and compare operating rasultss accounting periods, for
internal budgeting and forecasting purposes, fortsland long-term operating plans, to calculateusopayments and to evaluate VMware’s
financial performance, the performance of its il functional groups and the ability of operasdo generate cash. Management believes
these non-GAAP financial measures reflect VMwaggigoing business in a manner that allows for megduimperiod-to-period comparisons
and analysis of trends in VMware’s business, ag éxelude amounts that are not reflective of ongaperating results. Management also
believes that these non-GAAP financial measuregigeouseful information to investors and othersiilerstanding and evaluating

VMware’s operating results and future prospecth@ésame manner as management and in comparimgifshaesults across accounting
periods and to those of peer companies.

Management believes these non-GAAP financial measaire useful to investors and others in asseSdilvgare’s operating performance ¢
to the following factors:

e Sock-based compensation . Stock-based compensation is generally fixedatithe the stock-based instrument is granted and
amortized over a period of several years. Althosigick-based compensation is an important aspebheafompensation of our
employees and executives, the expense for thedaie of the stoclkased instruments we utilize may bear little redante to th
actual



value realized upon the vesting or future exerofdhe related stock-based awards. Furthermoré&einhsh compensation, the
value of stock options is determined using a comfdemula that incorporates factors, such as markktility, that are beyond
our control. Additionally, in order to establistetfair value of performance-based stock awardsghvare also an element of our
ongoing stock-based compensation, we are requiraggly judgment to estimate the probability of éxéent to which
performance objectives will be achieved. Managerbhetieves it is useful to exclude stock-based coragion in order to better
understand the lor-term performance of our core business and to fatlicomparison of our results to those of peerpzories.

Employer payroll tax on employee stock transactions . The amount of employer payroll taxes on stockedasompensation is
dependent on VMware’s stock price and other fadtums are beyond our control and do not correlatdé operation of the
business

Amortization of acquired intangible assets . A portion of the purchase price of VMware’s aaitions is generally allocated to
intangible assets, such as intellectual propertgl,ia subject to amortization. However, VMware dnesacquire businesses on a
predictable cycle. Additionally, the amount of agaisition’s purchase price allocated to intangéssets and the term of its
related amortization can vary significantly and anéque to each acquisition. Therefore, VMwaredwds that the presentation of
non-GAAP financial measures that adjust for the rizettion of intangible assets provides investorg athers with a consistent
basis for comparison across accounting peri

Realignment charges: Realignment charges include workforce reductiosseimpairments, losses on asset disposals, at&ltoo
exit facilities. We believe it is useful to exclutteese items, when significant, as they are né¢et¥e of our ongoing business and
operating results

Acquisition and other-related items. Acquisition and other -related items include direzs$ts of acquisitions and dispositions, such
as transaction and advisory fees, which vary dicanitly and are unique to each transaction. Additity, VMware does not
acquire or dispose of businesses on a predictgble.



The use of non-GAAP financial measures has celitaitations because they do not reflect all iterhncome and expense that affect
VMware's operations. Specifically, in the case toick-based compensation, if VMware did not payapbrtion of its compensation in the
form of stock-based compensation and related ereplpgyroll taxes, the cash salary expense includegderating expenses would be higher,
which would affect VMware’s cash position. VMwarenepensates for these limitations by reconcilingrtbe-GAAP financial measures to
the most comparable GAAP financial measures. TheaeGAAP financial measures should be consideredidition to, not as a substitute
for or in isolation from, measures prepared in adance with GAAP and should not be considered nreasaf VMware'’s liquidity. Further,
these non-GAAP measures may differ from the non-BA#formation used by other companies, includingrm®mpanies, and therefore

comparability may be limited. Management encouragesstors and others to review VMware’s finanaidbrmation in its entirety and not
rely on a single financial measu



