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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 27, 2015

VMWARE, INC.

(Exact name of registrant as specified in its chaet)

Delaware 001-33622
(State or Other Jurisdiction (Commission
of Incorporation) File Number)

3401 Hillview Avenue, Palo Alto, CA
(Address of Principal Executive Offices’

94-3292913
(IRS Employer
Identification Number)

94304
(Zip code)

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

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

Check the appropriate box below if the Form 8-klis intended to simultaneously satisfy the §liobligation of the registrant under any of the
following provisions (see General Instruction Ab2low):

O

O
O
O

Written communications pursuant to Rule 425 unberSecurities 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))




Item 2.02 Results of Operations and Financial Condbn.

On January 27, 2015, VMware, Inc. (“VMware&sued a press release announcing its financialtséfer the quarter and year ended Decembe
2014. The press release, which includes informatigarding VMware’s use of non-GAAP financial measy is attached hereto as Exhibit 99.1 and is
incorporated by reference herein.

The information in this Iltem 2.02 and Exhibit 9@ttached hereto shall not be deemed “filed” foippses of Section 18 of the Securities
Exchange Act of 1934 (the “Exchange Act”) or othisevsubject to the liabilities of that section, sball it be deemed incorporated by reference yn an
filing under the Securities Act of 1933 or the Eanbe Act, regardless of any general incorporatogliage in such filing.

Item 8.01 Other Events.

On January 27, 2015, VMware also announced thaBdiaed of Directors of VMware had authorized thpurehase of up to an additional $1.0
billion of VMware’s Class A common stock througleténd of 2017. Stock will be purchased from timért, in the open market or through private
transactions, subject to market conditions. VMwawes expects the stock repurchase program to maredfiset dilution from its equity compensation
programs in 2015. The new stock repurchase autt@izis in addition to the VMware’s ongoing $1libih stock repurchase program, originally
announced August 6, 2014. The timing of any repasek and the actual number of shares repurchaliettpend on a variety of factors, including
VMware’s stock price, corporate and regulatory isgaents and other market and economic conditions.

This Item 8.01 contains forward-looking statementduding, among other things, statements regarttiegzalue and number of shares
repurchased through VMware’s stock repurchase progrthe duration of such programs and the expecttitat the program will more than offset
dilution from VMware’s equity compensation program2015. Actual results could differ materiallyifn those projected in the forward-looking
statements as a result of certain risk factordudiog but not limited to: (i) fluctuations and adility in VMware’s stock price; (ii) the impact of
macroeconomic conditions on customer demand;cfi@nges in VMware's financial condition; (iv) chasgn business opportunities and priorities that
could cause VMware to consider alternative usesash; (v) fluctuations in the level of cash heldhia United States that is available for stock
repurchases; and (vi) changes in the dilutive impa2015 of shares issuable through VMware's ggoitmpensation programs. These forward-looking
statements are based on current expectations arsdibject to uncertainties and changes in condisigmificance, value and effect as well as otsksr
detailed in documents filed with the Securities &xdhange Commission, including VMware’s most réeeports on Form 10-K and Form 10-Q and
current reports on Form 8-K that VMware may filerfr time to time, which could cause actual resultgary from expectations. VMware assumes no
obligation to, and does not currently intend tojlae any such forward-looking statements aftedtite of this release.

Item 9.01 Financial Statements and Exhibits.
(d) Exhibits

99.1 Press release of VMware, Inc. dated Januagrg@i5



SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned hereunto duly authorized.

Date: January 27, 2015

VMware, Inc.

By: /s/ Jonathan Chadwick
Jonathan Chadwic

Chief Financial Officer, Chief Operating Officercan
Executive Vice Presidel




Exhibit 99.1

vmware

VMware Reports Fourth Quarter and Full Year 2014 Results

Annual revenue growth of 16% to a record $6.04dill
Fourth quarter year-over-year revenue growth of 1&%& record $1.70 billion; up 16% on a constantreancy basis
New products and services including Airwatch, ClMahagement, NSX, Hybrid Cloud and Virtual SAN grpeing strong customer momentum
VMware board of directors authorizes additionall§illion share buyback

PALO ALTO, Calif., January 27, 2015— VMware, Inc. (NYSE: VMW), the global leader inrtialization and cloud infrastructure, today anrmach
financial results for the fourth quarter and fudlay of 2014:

Quarterly Review

» Total revenues for the fourth quarter were @hiflion, an increase of 15% from the fourth geaxf 2013, or up 16% year over year in
constant currency

* License revenues for the fourth quarter wergrdmillion, an increase of 13% from the fourth daapf 2013, or up 16% year over year in
constant currency

»  Operating income for the fourth quarter was484llion, a decrease of 8% from the fourth quac®e?2013. Non-GAAP operating income
for the fourth quarter was $567 million, an inceea$ 7% from the fourth quarter of 201

* Netincome for the fourth quarter was $326 million$0.75 per diluted share, a decrease of 2%ipeed share compared to $335 millic
or $0.77 per diluted share, for the fourth quanfe2013. Non-GAAP net income for the quarter wa8%#illion, or $1.08 per diluted share,
an increase of 7% per diluted share compared t6 $ifiion, or $1.01 per diluted share, for the fibuquarter of 2013. Both GAAP and
Non-GAAP results on a ye-ovel-year basis include the impact of the acquisitioAio¥atch, completed in the first quarter of 20

Annual Review
* Revenues for 2014 were $6.04 billion, an incredsse6 from 2013

»  Operating income for 2014 was $1.03 billiomezrease of 6% from 2013. Non-GAAP operating incéon®014 was $1.88 billion, an
increase of 6% from 201

* Netincome for 2014 was $886 million, or $2.04 diuted share, a decrease of 13% compared to $ill@h, or $2.34 per diluted shar
for 2013. Non-GAAP net income for 2014 was $1.94dwi, or $3.56 per diluted share, an increase%fger diluted share compared to
$1.46 billion, or $3.37 per diluted share, for 20B8th GAAP and Non-GAAP results on a year-overry@ssis include the impact of the
acquisition of AirWatch, completed in the first quea of 2014

e Operating cash flows for 2014 were $2.18 hiljia decrease of 14% from 2013, and free cash flomthe year were $1.83 billion, a
decrease of 17% from 201

e Cash, cash equivalents and s-term investments were $7.08 billion and unearnedmaes were $4.83 billion as of December 31, 2



VMware also announced that its Board of Directas &uthorized the purchase of up to $1 billiontoflass A common stock through the end of 2017.
Stock will be purchased from time to time, in theeo market or through private transactions, sulifeniarket conditions. VMware now expects the
stock repurchase program to more than offset dituiom its equity compensation programs in 201% fiew stock repurchase authorization is in
addition to VMware’s ongoing $1 billion stock repbase program, originally announced August 6, 2014.

“Customers continue to partner with VMware becauseffer a new model for IT designed to rapidly automatically deliver any app, anywhere,
without sacrificing the need for security, availabiand compliance,” said Pat Gelsinger, chiefari&e officer, VMware. “In 2014, we surpassed the
6 billion dollar revenue mark for the first timeychin 2015 we're looking forward to providing owrstomers with extraordinary value through the
strongest portfolio of products, services and $ofigtin our history.”

“We are very pleased with our Q4 revenue growth68b bn a constant currency basis and with our 2638dlts, which met or exceeded our revenue
operating margin guidance for the quarter and #& Y said Jonathan Chadwick, chief finance offeed chief operating officer, VMware. “Our
portfolio of new disruptive products and servicegxperiencing significant customer momentum amndrdy strong growth into 2015. We are pleased to
announce an additional $1 billion stock buybackiciheflects the opportunity we see ahead for VMawar

Recent Highlights & Strategic Announcements

» AirWatch by VMware recently hit a landmark 1800customers globally, nearly double its closestgetitor, and AirWatch Enterprise
Mobility Management was namec‘Leade” or equivalent in key industry analyst reports tfear.

*  Continuing its strong momentum, VMware now hazre than 400 customers for VMware NSX, the netwarkialization and security
platform for the softwal-defined data cente

*  With VMware-operated data centers across diméorth America, Europe and Asia, VMware announitether global expansion in
Australia. In addition, on January 20, VMware anmged new additions to VMware vCloud Air, includingw disaster recovery
capabilities, new advanced networking capabilittes] General Availability of vCloud Air Virtual Rete Cloud OnDeman

* Inthe past quarter, VMware announced thredtiaddl| qualified EVO:RAIL partners, NetApp, HP ahtitachi Data Systems, bringing the
total EVO:RAIL partners to nine

* VMware announced general availability of new vRemlCloud Management solutions, including a sigaificupdate to VMware vRealize
Suite 6, a cloud management platform built forhilibrid cloud. These solutions simplify and autontatey IT is managed, helping
customers on their journey to deliver IT as a Q&)

*  Following VMworld 2014 and VMworld 2014 Europshere VMware hosted a combined total of over 32 @@istered attendees, VMware
hosted VMware vForum customer and partner confe®ircsix countries across the /-Pacific Region hosting 31,500 attende

The company will host a conference call today 80%.m. PT/ 5:00 p.m. ET to review financial resahd business outlook. A live web broadcast o
event will be available on the VMware investor tiglas website at http://ir.ymware.com. Slides witicompany the web broadcast. The replay of the
webcast and slides will be available on the welisitéwo months. In addition, eight quarters oftbigal data for revenues and unearned revenues,
excluding revenues generated each period by thiupte and services contributed to Pivotal Softwhare, on April 1, 2013 and the products and
services associated with the divestitures thatmwedun 2013 will also be made available at htiputhware.com in conjunction with the conferencé.ca

HH#



About VMware

VMware is the leader in virtualization and cloufr@structure solutions that enable businessegiwetm the Cloud Era. Customers rely on VMware to
help them transform the way they build, deliver andsume Information Technology resources in a reatirat is evolutionary and based on their
specific needs. With 2014 revenues of $6.0 billidklware has more than 500,000 customers. The coynigameadquartered in Silicon Valley with
offices throughout the world and can be found @nlhwww.vmware.com.

Additional Information

VMware’s website is located at www.vmware.com, #@adnvestor relations website is located at hitpumware.com. VMwares goal is to maintain tt
investor relations website as a portal through Wwinwestors can easily find or navigate to pertineformation about VMware, all of which is made
available free of charge. The additional informatiocludes materials that VMware files with the SEB@&8nouncements of investor conferences and
events at which its executives talk about its potsiuservices and competitive strategies; webadsts quarterly earnings calls, investor confeenant
events (archives of which are also available fliméted time); additional information on its finaiat metrics, including reconciliations of non-GAAP
financial measures to the most directly compar@A&P measures; press releases on quarterly earmrguct and service announcements, legal
developments and international news; corporate maveee information; and other news, blogs and ancements that VMware may post from time to
time that investors may find useful or interesting.

VMware, VMworld, AirWatch, AirWatch by VMware, Vittal Private Cloud OnDemand, EVO: RAIL, vCloud AiRealize and NSX are registered
trademarks or trademarks of VMware or its subsiégain the United States and other jurisdictions ofher marks and names mentioned herein may be
trademarks of their respective organizations.

Use of Non-GAAP Financial Measures

Reconciliations of non-GAAP financial measures tdwWare’s financial results as determined in accocganith GAAP are included at the end of this
press release following the accompanying finard#h. For a description of these non-GAAP finaneiebsures, including the reasons management
uses each measure, please see the section obtbg tiled “About Non-GAAP Financial Measures.”

Forward-Looking Statements

This press release contains forward-looking stargsni@cluding, among other things, statements tiggmew products and services experiencing
strong customer momentum; the value of shares capsed under VMware’s stock repurchase prograngutegion of such program and the
expectation that the program will more than offiikttion from its equity compensation programs @112; momentum of disruptive products and
services driving strong growth; the expansion ofoud Air in Australia; and newly announced VMwamgucts and services, such as new additions to
vCloud Air, vCloud Air Virtual Private Cloud OnDemd, vRealize Cloud Management and updates to vRe8liite 6. These forward-looking
statements are subject to the safe harbor prowsimated by the Private Securities Litigation Reféct of 1995. Actual results could differ matdisia
from those projected in the forward-looking statetseas a result of certain risk factors, including not limited to: (i) adverse changes in general
economic or market conditions; (ii) delays or rerts in consumer, government and information tetdgy spending; (iii) competitive factors,
including but not limited to pricing pressures, uistty consolidation, entry of new competitors ittte virtualization software and cloud, end user and
mobile computing industries, and new product andketing initiatives by VMware’s competitors; (iv)Mware’s customers’ ability to transition to new
products and computing strategies such as cloughating, desktop virtualization and the softwareiled data center; (v) factors that affect timing of
license revenue recognition such as product anresnents and promotions and beta programs; (vi) ticertainty of customer acceptance of emerging
technology; (vii) changes in the willingness of ttusers to enter into longer term licensing and sup@rrangements; (viii) rapid technological chasge
in the virtualization software and cloud, end used mobile computing industries; (ix) changes tdpict and service developme



timelines; (x) VMware’s relationship with EMC Conadion and EMC's ability to control matters reqogistockholder approval, including the election
of VMware’s board members; (xi) VMware'’s ability pootect its proprietary technology; (xii) VMwaresility to attract and retain highly qualified
employees; (xiii) the successful integration of@ioed companies and assets into VMware; (xiv) flating currency exchange rates; (xv) fluctuations
and volatility in VMware’s stock price; (xvi) chaag in VMware’s financial condition; (xvii) changiesbusiness opportunities and priorities that could
cause VMware to consider alternative uses of oasfii) fluctuations in the level of cash held ing United States that is available for stock relpases;
and (xix) changes in the dilutive impact in 2015béres issuable through VMware’s equity compeosairograms. These forward-looking statements
are based on current expectations and are subjectcertainties and changes in condition, signifiea value and effect as well as other risks detarii
documents filed with the Securities and Exchange@asion, including VMware’s most recent reportsFamm 10-K and Form 10-Q and current
reports on Form & that VMware may file from time to time, which dducause actual results to vary from expectativiMdware assumes no obligatit
to, and does not currently intend to, update ah $arward-looking statements after the date of telease.

Contacts:

Paul Ziots

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

Joan Stone
VMware Global Communications
joanstone@vmware.co




VMware, Inc.

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

(unaudited)
For the Three Months Ended For the Twelve Months Ended
December 31, December 31,
2014 2013 2014 2013

Revenues

License $ 777 $ 687 $ 2,591 $ 2,27C

Services 92€ 79€ 3,44¢ 2,937
Total revenue 1,70¢ 1,48: 6,03% 5,207
Operating expenses (!

Cost of license revenus 50 47 192 21C

Cost of services revenu 204 14t 72E 52C

Research and developm 30z 284 1,23¢ 1,082

Sales and marketir 59t 507 2,141 1,81¢

General and administrati 197 122 69t 41¢

Realignment charge 11 4 16 68
Operating incom: 344 374 1,027 1,09¢
Investment incom 10 8 38 30
Interest expense with EM @) Q) (24) 4
Other income 11 — 7 28
Income before income tax 35¢ 381 1,04¢ 1,147
Income tax provisiol 32 46 162 133
Net income $ 32€ $ 33t $ 88€ $ 1,014
Net income per weight-average share, basic for Class A and Cla $ 0.7¢ $ 0.7¢ $ 2.0€ $ 2.3¢
Net income per weight-average share, diluted for Class A and Cla $ 0.7t $ 0.71 $ 2.04 $ 2.3¢
Weighte-average shares, basic for Class A and Cle 430,19¢ 430,17- 430,35! 429,09:
Weighte-average shares, diluted for Class A and Cla 433,20! 433,62: 434,51 433,41!
(1) Includes sto-based compensation as follov

Cost of license revenu $ 1 $ — $ 2 $ 2

Cost of services revenu 11 8 42 29

Research and developm 57 62 244 227

Sales and marketir 43 38 172 144

General and administrati 18 14 69 56

Realignment charge — — — 6



VMware, Inc.

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

(unaudited)
December 31 December 31
2014 2013
ASSETS
Current asset:
Cash and cash equivalel $ 2,071 $ 2,30¢
Shor-term investment 5,00¢ 3,87(
Accounts receivable, net of allowance for doubéfttounts of $2 and 1,52( 1,22(
Due from related parties, n 49 —
Deferred tax asst 24¢ 19C
Other current asse 23¢ 9€
Total current asse 9,13( 7,681
Property and equipment, r 1,03t 84t
Other assets, n 174 107
Deferred tax asst 16& 6C
Intangible assets, n 74¢ 607
Goodwill 3,96¢ 3,02
Total asset $ 15,21¢ $ 12,32]
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 20z $ 10¢
Accrued expenses and ot} 811 60¢
Due to related parties, n — 18
Unearned revenue 2,98 2,55¢
Total current liabilities 3,99¢ 3,29:
Note payable to EM( 1,50(¢ 45(C
Unearned revenut 1,851 1,53¢
Other liabilities 282 234
Total liabilities 7,63( 5,511
Commitments and contingenci
Stockholder' equity:
Class A common stock, par value $.01; authoriz6@@000 shares; issued and outstanding 129,359 and
130,349 share 1 1
Class B convertible common stock, par value $.0fharized 1,000,000 shares; issued and outstanding
300,000 share 3 3
Additional paic-in capital 3,38( 3,49¢
Accumulated other comprehensive income (I« ) 4
Retained earning 4,19¢ 3,31
Total VMware, Inc's stockholdel' equity 7,581 6,81¢
Non-controlling interest: 5 —
Total stockholdel' equity 7,58¢ 6,81¢

Total liabilities and stockholde’ equity $ 15,21¢ $ 12,32]




VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
(unaudited)

Operating activities:
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic
Stoclk-based compensatic
Excess tax benefits from stc-based compensatic
Deferred income taxes, n
Non-cash realignment charg
Gain on disposition of certain lines of business ather, ne
Gain on sale of strategic investme
Other
Changes in assets and liabilities, net of acqaoisiti
Accounts receivabl
Other asset
Due to/from related parties, r
Accounts payabl
Accrued expense
Income taxes receivable from EN
Income taxes payab
Unearned revenue
Net cash provided by operating activit
Investing activities:
Additions to property and equipme
Purchases of availal-for-sale securitie
Sales of availab-for-sale securitie
Maturities of availabl-for-sale securitie
Proceeds from disposition of certain lines of basa
Purchases of strategic investme
Sales of strategic investmel
Business acquisitions, net of cash acqu
Increase in restricted ca
Other investing
Net cash used in investing activiti
Financing activities:
Proceeds from issuance of common sl
Proceeds from issuance of notes payable to |
Reduction in capital from EM
Proceeds from nc-controlling interest:
Repurchase of common sta
Excess tax benefits from stc-based compensatic
Shares repurchased for tax withholdings on vesifrrgstricted stocl
Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis.
Cash and cash equivalents at beginning of the ¢
Cash and cash equivalents at end of the pt

For the Three Months Ended

December 31,

For the Twelve Months Ended

December 31,

2014 2013 2014 2013

$ 326 $ 3¢ 3 88€ $ 1,01«
90 76 34t 337
131 122 52¢ 454
(2 (10) (36) (70)
(13) 15 (12¢) 56
— — — 15
— — — (31)

(7) — (6) —
— 4 1) 7
(560) (431) (267) (71)
(1) 13 (70) (59)
(71) (23) (46) 60
27 14 69 30
13¢ 93 13¢ 1
— 1 — 17
(101) 23 77 19
45€ 45€ 692 75€
414 68¢ 2,18( 2,53t
(98) (98) (352) (345)
(965 (952 (3,937) (3,18])
52E 527 2,07¢ 1,59¢
232 12¢ 717 717
— — — 37
171) — (52) (8)

10 — 11 —
(a7 (105) (1,159 (289
(2 — (78) (3)
— 1 (11) 1
(359) (508) (2,785 (1,477)
7 12 164 197

— — 1,05( —

— — (24) —

— _ 7 —
(250) (11€) (700) (50€)
2 1C 36 70
(42) (44) (162) (126)
(289) (136 371 (367)
(222) 42 (234) 69€
2,29: 2,26: 2,30¢ 1,60¢
$ 2071 $ 230f $ 2071 $  2,30¢




VMware, Inc.

SUPPLEMENTAL REVENUES SCHEDULE
(INCLUDES RECONCILIATION OF GAAP TO NON-GAAP DATA)
(in millions)
(unaudited)
For the Year Ended

For the Three Months Ended For the Three Months Ended

December 31  September 3C  June 30 March 31, December 31 September 3C  June 30 March 31, December 31 December 31
2014 2014 2014 2014 2013 2013 2013 2013 2014 2013
Revenues a
reported (1)
License $ 777 % 63¢ $ 614 $ 561 $ 687 $ 56¢ $ 531 $ 48t 3 2591 $ 2,27(
Software
maintenanc 803 77¢ 737 701 69¢ 644 614 60t 3,022 2,56¢
Professiona
services 12% 97 10€ 98 97 81 98 98 422 374
Total revenue $ 1,70 $ 151 $145 $ 136( $ 148: $ 128 $124: $ 1,191 $ 6,038 $ 5,207
Change (%) ove
prior year
License 13.(% 13.4% 15.¢% 14.¢% 15.1% 14.£% 2.6% 1.2% 14.2% 8.7%
Software
maintenanc 14.9% 21.(% 20.(% 15.¢% 18.2% 16.9% 18.2% 23.(% 17.% 19.(%
Professional
services 26.% 18.6% 7.5% 0.4% -8.4% -11.4% 13.4% 20.8% 13.1% 2.5%
Total revenue 14.8% 17.5% 17.2% 14.2% 14.7% 13.7% 10.7% 12.% 15.€% 13.1%
Revenues as
reported,
excluding
Pivotal (2)
License $ 777 % 63¢ $ 614 $ 561 $ 687 $ 56¢ $ 531 $ 48t 3 2591 $ 2,26¢€
Software
maintenanc 803 77¢ 737 701 69¢ 644 614 601 3,022 2,55¢
Professiona
services 12% 97 10€ 98 97 81 98 84 422 36(
Total revenue $ 1,702  $ 151 $145 $ 136( $ 148: $ 1,28 $1,24: $ 1,17C $ 6,03t $ 5,18¢
Change (%) ove
prior year
License 13.(% 13.2% 15.8% 15.7% 16.6% 16.(% 4.4% 1.5% 14.2% 10.(%
Software
maintenanc 14.9% 21.(% 20.(% 16.6% 19.2% 17.8% 19.2% 23.(% 18.1% 19.7%
Professiona
services 26.% 18.6% 7.5% 17.4% 24.5% 14.(% 45.1% 19.£% 17.5% 25.6%
Total revenue 14.8% 17.5% 17.2% 16.2% 18.2% 16.8% 14.(% 12.8% 16.4% 15.6%
Revenues a
reported,
excluding
Pivotal and all
dispositions (3
License $ 77 % 63¢ $ 614 % 561 $ 687 $ 56z $ 526 $ 47¢  $ 2591 % 2,251
Software
maintenanc 803 77¢ 737 701 69¢ 642 611 59C 3,022 2,54%
Professiona
services 12% 97 10€ 98 97 81 98 83 422 35¢
Total revenue $ 1,702  $ 151 $145 $ 136( $ 148: $ 1,288 $1,23¢ $ 114¢ 3 6,03t $ 5,152
Change (%) ove
prior year
License 13.(% 13.7% 16.7% 17.¢% 18.2% 17.2% 5.2% 1.1% 15.1% 10.9%
Software
maintenanc 14.9% 21.5% 20.7% 18.9% 21.8% 20.(% 21.2% 23.2% 18.9% 21.6%
Professiona
services 26.% 18.9% 8.(% 18.2% 24.£% 15.4% 45.6% 19.9% 17.% 26.2%
Total revenue 14.8% 17.% 18.(% 18.4% 20.5% 18.5% 15.4% 12.%% 17.1% 16.9%

Reconciliation of
“revenues as
reported” to
“revenues as
reported,
excluding
Pivotal and all
dispositions”:

Revenues a
reported,
excluding
Pivotal and all




dispositions (3 $ 1,702 $ 151t $1457 $ 136( $ 148: $ 1,288 $1,23 $ 1,14¢ $ 6,03t $ 5,152

Pivotal — — — — — — — 22 — 22
All
dispositions — — — — — 4 8 2C — 33
Revenues a

reported (1, $ 1,70 $ 151t $145 $ 136( $ 148: $ 128 $1247 $ 1191 $ 6,038 $ 5,20

(1) Represents revenues reported each qui

(2) Represents revenues reported each quartehkessvenues attributable to products and servioesibuted by VMware to Pivotal Software, Inc.
(“Pivota”) on April 1, 2013. All quarters have been adjusteexclude the related revenu

(3) Represents revenues reported each quartes)lélss revenues attributable to products and sesviontributed by VMware to Pivotal on April 1,
2013 and b) the revenues attributable to all lofdsusinesses which were disposed of in 2013, dietuZimbra which was disposed of in July
2013. All quarters have been adjusted to excludedtated revenue



VMware, Inc.

SUPPLEMENTAL UNEARNED REVENUES SCHEDULE
(INCLUDES RECONCILIATION OF GAAP TO NON-GAAP DATA)

(in millions)
(unaudited)
December 31 September 3C June 30 March 31, December 31 September 3C June 30 March 31,
2014 2014 2014 2014 2013 2013 2013 2013
Unearned revenues as repol
(1)
License $ 48¢ $ 42¢ $ 47¢ $ 45¢ $ 46E $ 41F $ 427 $ 44¢
Software maintenanc 3,90¢ 3,55¢ 3,541 3,37¢ 3,304 2,931 2,90 2,791
Professional service 44( 38¢ 372 33t 322 284 26€ 247
Total unearned revenu $ 4,83: $ 4,37¢ $ 4,38¢ $ 4,17 $ 4,092 $ 3,63¢ $ 3,59¢ $ 3,49
Change (%) over prior ye
License 4.% 3.2% 11.5% 2.8% 0.5% 13.2% 13.7% 19.6%
Software maintenanc 18.2% 21.2% 22.(% 20.6% 19.9% 21.6% 23.2% 24.5%
Professional service 36.(% 36.6% 39.7% 35.6% 33.1% 34.2% 26.£% 30.6%
Total unearned revenu 18.1% 20.2% 22.(% 19.€% 18.2% 21.5% 22.2% 24.5%
Unearned revenues as report
excluding Pivotal and all
dispositions (2
License $ 48¢ $ 42¢ $ 47¢ $ 45¢ $ 46E $ 414 $ 427 $ 407
Software maintenanc 3,90¢ 3,55¢ 3,541 3,37¢ 3,304 2,93¢ 2,90 2,73€
Professional service 44( 38¢ 372 33t 32: 28t 26€ 24€
Total unearned revenu $ 4,83: $ 4,37¢ $ 4,38¢ $ 417 $ 4,092 $ 3,632 $ 3,59¢ $ 3,38¢
Change (%) over prior ye
License 4.% 3.5% 11.5% 12.¢% 12.2% 26.2% 27.1% 15.7%
Software maintenanc 18.2% 21.2% 22.(% 23.5% 23. 1% 25.(% 26.8% 25.(%
Professional service 36.(% 36.6% 39.7% 36.5% 34.4% 35.1% 28.1% 31.7%
Total unearned revenu 18.1% 20.5% 22.(% 23.1% 23.(% 26.(% 27.(% 24.5%
Reconciliation of*“ unearned
revenues as reported” to
“unearned revenues as
reported, excluding Pivotal
and all dispositions”:
Unearned revenues as repor
excluding Pivotal and all
dispositions (2 $ 4,83: $ 4,37¢ $ 4,38¢ $ 4,17 $ 4,092 $ 3,63: $ 3,59¢ $ 3,38¢
Pivotal and all dispositior — — — — — 4 — 101
Unearned revenues as repol
Q) $ 4,83: $ 4,37¢ $ 4,38¢ $ 4,17 $ 4,092 $ 3,63¢ $ 3,59¢ $ 3,49

(1) Represents unearned revenues reported each g

(2) Represents unearned revenues reported eadiemgeas a) the unearned revenues attributableottupts and services contributed by VMware to
Pivotal on April 1, 2013 and b) the unearned reesraitributable to all lines of businesses whichewtisposed of in 2013, including Zimbra
which was disposed of in July 2013. All quartergenbeen adjusted to exclude the related unearvedues



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended December 31, 2014
(amounts in millions, except per share amounts, anshares in thousands)

(unaudited)
Employer
Payroll Taxes Acquisition
Tax
on Employee Realignment and Other Adjustment Non-GAAP,
Stock-Based Stock Intangible Related as adjusted
GAAP Compensatior Transactions Amortization Charges Items (1) (2)
Operating expense
Cost of license revenu  $ 5C (2) — (28) — — — $ 22
Cost of services revent.  $ 204 (13) — 2 — — — $ 191
Research an
developmen $ 30z (57) (1) 5 — — — $ 24¢
Sales and marketir $ 59t (43 2 (10) — — — $ 53¢
General anc
administrative $ 197 (19) — 1) — (43) — $ 13t
Realignment charge $ 11 — — — (12) — — $ —
Operating incom $ 344 131 3 3€ 11 43 — $ 567
Operating margin (2 20.2% 7.7% 0.2% 2.1% 0.7% 2.5% 0.0% 33.3%
Other income $ 11 — — — — (8) — $ 3
Income before income tax ~ $ 35€ 131 3 36 11 35 — $ 572
Income tax provisiol $ 32 74 $ 10€
Tax rate (2) 8.9% 18.5%
Net Income $ 32¢ 131 3 36 11 35 (74) $ 467

Net income per weight-

average share, basic fi

Class A and Class B

2?3 $0.7¢€ $ 0.3C $ 0.01 $ 0.0¢ $ 0.0z $ 0.0¢ $ (0.17%) $ 1.0¢
Net income per weight-

average share, diluted

for Class A and Class B

2 @ $0.7E $ 0.3C $ 0.01 $ 0.0¢ $ 0.0z $ 0.0¢ $ (0.17) $ 1.0¢€

(1) Non-GAAP financial information for the quarter is aglfjad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is
based on our estimated annual GAAP income taxfoa¢east, adjusted to account for items excludechfGAAP income in calculating the non-
GAAP financial measures presented above. Our egtihiax rate on non-GAAP income is determined alynaad may be adjusted during the
year to take into account events or trends thabelieve materially impact the estimated annual iratkiding, but not limited to, significant
changes resulting from tax legislation, materiaraes in the geographic mix of revenues and expears®other significant events. Due to the
differences in the tax treatment of items exclufteth nonGAAP earnings, as well as the methodology appleoutr estimated annual tax rate:
described above, our estimated tax rate o-GAAP income may differ from our GAAP tax rate amdrfi our actual tax liabilities

(2) Totals may not sum, due to rounding. Operatiraggin, tax rate and net income per weighted awesagre information are calculated based upon
the respective underlying, n-rounded date

(3) Calculated based upon 430,198 basic wei¢-average shares for Class A and Clas

(4) Calculated based upon 433,205 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended December 31, 2013
(amounts in millions, except per share amounts, anshares in thousands)

(unaudited)
Employer
Payroll Taxes Acquisition
Tax
on Employee Realignment and Other Adjustment
Stock-Based Stock Intangible Related Non-GAAP,
GAAP Compensatior Transactions Amortization Charges Iltems (1) as adjusted
Operating expense
Cost of license revenu $ 47 — — (23 — — — $ 24
Cost of services revenu  $ 14& (8) — — — — — $ 137
Research and developm $ 284 (62 (2) (2) — — — $ 22(
Sales and marketir $ 507 (38) — (@) — — — $ 46¢
General and administrati  $ 122 (14) — — — (2 — $ 10€
Realignment charge $ 4 — — — (4) — — $ —
Operating incom $ 374 122 1 25 4 2 — $ 52¢
Operating margin (2 25.2% 8.2% 0.1% 1.7% 0.3% 0.1% — 35.6%
Income before income tax $ 381 122 1 25 4 2 — $ 53¢
Income tax provisiol $ 46 53 $ 98
Tax rate (2) 12.1% 18.5%
Net income $ 33t 122 1 25 4 2 B3 $ 43€
Net income per weight-
average share, basic for
ClassAand ClassB (2) (  $0.7¢ $ 0.2¢ $ — $ 0.0€ $ 0.01 $ — $ (012 $ 1.01
Net income per weight-
average share, diluted for
ClassAand ClassB (2) (  $0.77 $ 0.2¢ $ — $ 0.0€ $ 0.01 $ — $ (011 $ 1.01

(1) Non-GAAP financial information for the quarter is asiad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is
based on our estimated annual GAAP income taxfoa¢east, adjusted to account for items excludechfGAAP income in calculating the non-
GAAP financial measures presented above. Our egtihiax rate on non-GAAP income is determined alynaad may be adjusted during the
year to take into account events or trends thabelieve materially impact the estimated annual iratkiding, but not limited to, significant
changes resulting from tax legislation, materiaraes in the geographic mix of revenues and expamgtother significant events. Due to the
differences in the tax treatment of items exclufteth nonGAAP earnings, as well as the methodology appleoutr estimated annual tax rate:
described above, our estimated tax rate o-GAAP income may differ from our GAAP tax rate amdrfi our actual tax liabilities

(2) Operating margin, tax rate and net income paghted-average share information are calculatsddapon the respective underlying, non-
rounded date

(3) Calculated based upon 430,174 basic wei-average shares for Class A and Clas

(4) Calculated based upon 433,621 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Twelve Months Ended December 31, 2014
(amounts in millions, except per share amounts, anshares in thousands)

(unaudited)
Employer
Payroll Taxes Acquisition
Certain Tax
on Employee Realignmen and Other Litigation Adjustment Non-GAAP,
Stock-Based Stock Intangible Related and Other as adjusted
GAAP Compensatior Transactions Amortization Charges Iltems Contingencie: (1) (2)
Operating
expenses
Cost of
license
revenue: $ 19z 2 — (107) — — — — $ 83
Cost of
services
revenue: $ 72t (42 (2) (3) — — — — $ 67¢
Research an
developmer $1,23¢ (244 (4) — — — — — $ 991
Sales ant
marketing  $2,141 (172 (5) (24) — — — — $ 1,94
General an
administrativé 69% (69) (2) 2 — (14¢) (112) — $ 462
Realignmen
charges $ 16 — — — (1€) — — — $ —
Operating incom:  $1,027% 52¢ 11 13€ 16 14¢ 11 — $ 1,87¢
Operating margin
) 17.0% 8.8% 0.2% 2.3% 0.3% 2.5% 0.2% 0.0% 31.1%
Other income $ 7 — — — — (6) — — $ 2
Income before
income taxe: $1,04¢ 52¢ 11 13€ 1€ 14z 11 — $ 1,89¢
Income tax
provision $ 162 18¢ $ 351
Tax rate (2) 15.5% 18.5%
Net Income $ 88¢ 52¢ 11 13€ 1€ 14z 11 (18¢) $ 1,54«
Net income pe
weighted-
average share,
basic for
Class A and
ClassB (2) (3 $ 2.0¢ $ 1.2t $ 0.0 $ 0.32 $ 0.0¢ $ 0.3 $ 0.0z $ 049 % 3.5¢
Net income pe
weighted-
average share,
diluted for
Class A and
ClassB (2) (4 $ 2.04 $ 1.22 $ 0.0 $ 0.31 $ 0.04 $ 0.3 $ 0.0z $ 04y % 3.5¢

(1) Non-GAAP financial information for the quarter is asiad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is
based on our estimated annual GAAP income taxfoag¢east, adjusted to account for items excludechfGAAP income in calculating the non-
GAAP financial measures presented above. Our eiiirtax rate on non-GAAP income is determined allyyaad may be adjusted during the
year to take into account events or trends thabelieve materially impact the estimated annual iratkiding, but not limited to, significant
changes resulting from tax legislation, materiaraes in the geographic mix of revenues and expamskother significant events. Due to the
differences in the tax treatment of items exclufteth nonGAAP earnings, as well as the methodology appleoutr estimated annual tax rate:
described above, our estimated tax rate oI-GAAP income may differ from our GAAP tax rate amdri our actual tax liabilities

(2) Totals may not sum, due to rounding. Operatirgggin, tax rate and net income per weighted awesagre information are calculated based upon
the respective underlying, n-rounded date

(3) Calculated based upon 430,355 basic weic-average shares for Class A and Clas

(4) Calculated based upon 434,513 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Twelve Months Ended December 31, 2013

(amounts in millions, except per share amounts, anshares in thousands)

(unaudited)
Gain on
Employer Disposition of
Payroll Taxes Acquisition  Capitalized
Software Certain Tax
on Employee Realignment and Other Developmen Lines of Adjustment
Stock-Based Stock Intangible Related Business & Non-GAAP,
GAAP Compensatior Transactions ~ Amortization Charges Iltems Costs (1) Other, Net (2) as adjusted
Operating
expenses
Cost of
license
revenue: $ 21C (2) — (90) — — (34) — — 3 84
Cost of
services
revenue: $ 52(C (29 1) @) — — — — — 3 48¢
Research an
developmer$1,08:2 (227) (4) (4) — — — — — 3 847
Sales and
marketing $1,81¢ (144) 3 @) — — — — — 1,661
General anc
administrati§ 41¢ (56) (2) — — (5) — — — 3 35€
Realignment
charges $ 68 — — — (68) — — — — 3 =
Operating incom: $1,09: 45¢ 10 10z 68 5 34 — — % 1,771
Operating margir
3) 21.0% 8.8% 0.2% 2.0% 1.3% — 0.7% — — 34.0%
Other income
(expense), ne  $ 28 — — — — — — (32) — 3 (3)
Income before
income taxe:  $1,14% 45¢ 10 10¢ 68 5 34 (32) —  $ 179%
Income tax
provision $ 13¢ 19¢ $ 33z
Tax rate (3) 11.6% 18.5%
Net income $1,01¢« 45¢ 10 10z 68 5 34 (31) (199 $ 1,46
Net income pe
weighted-
average share,
basic for
Class A and
ClassB(3) (4 $ 23¢ $ 1.07 % 0.0z $ 02¢ $ 0.1¢ $ 0.01 $ 0.0¢ $ 0.079) $ (0.4¢) $ 3.41
Net income pe
weighted-
average share,
diluted for
Class A and
ClassB(3)(5 $23¢ $ 106 $ 0.0z $ 02  $ 0.1¢ $ — 3 0.0¢ % 0.07) $ (0.4¢) $ 3.37

@)
)

For the year ended December 31, 2013, no easts capitalized for the development of softwamdpicts. Amortization expense from previously
capitalized amounts was $:

Non-GAAP financial information for the quarter is adfad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is
based on our estimated annual GAAP income taxfoag¢east, adjusted to account for items excludechfGAAP income in calculating the non-
GAAP financial measures presented above. Our eiirtax rate on non-GAAP income is determined allyyaad may be adjusted during the
year to take into account events or trends thabelieve materially impact the estimated annual iratkiding, but not limited to, significant
changes resulting from tax legislation, materiarayes in the geographic mix of revenues and experstother significant events. Due to the
differences in the tax treatment of items exclufteth nonGAAP earnings, as well as the methodology appleoutr estimated annual tax rate:
described above, our estimated tax rate oI-GAAP income may differ from our GAAP tax rate amdri our actual tax liabilities

Operating margin, tax rate and net income paghted-average share information are calculatsddapon the respective underlying, non-
rounded date

Calculated based upon 429,093 basic wei¢-average shares for Class A and Clas

Calculated based upon 433,415 diluted weic-average shares for Class A and Clas

®)

(4)
®)



Revenues
License
Services
Software maintenanc
Professional service
Total service:
Total revenue

Percentage of revenue
License
Services
Software maintenanc
Professional service
Total service:
Total revenue

VMware, Inc.

REVENUES BY TYPE
(in millions)
(unaudited)

For the Three Months Ended
December 31,

For the Twelve Months Ended

December 31,

2014 2013 2014

$ 7717 $ 687 $ 2,591

80: 69¢ 3,022

12z 97 422

92¢ 79¢€ 3,44+

$ 1,708 $ 1,48: $ 6,03
45.€% 46.5% 42.%
47.2% 47.2% 50.1%
7.2% 6.5% 7.C%
54.4£% 53.7% 57.1%
100.(% 100.(% 100.(%

2013

$

2,27(

2,56:
374

2,93

5,207

43.€%

49.2%
7.2%

56.4%
100.0%



Revenues
United State:
International
Total revenue
Percentage of revenue
United State:
International
Total revenue

VMware, Inc.

REVENUES BY GEOGRAPHY
(in millions)
(unaudited)

For the Three Months Ended
December 31,

For the Twelve Months Ended
December 31,

2014 2013 2014 2013
$ 80C $ 71z $ 2,91- $ 2,48t
90s 771 3,12 2,722
$ 1,70% $ 1,48: $ 6,03t $ 5,207
47.(% 48.(% 48.2% 47. 1%
53.(% 52.(% 51.7% 52.5%
100.(% 100.(% 100.% 100.0%




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES
TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)

(in millions)
(unaudited)
For the Three Months Ended For the Twelve Months Ended
December 31 December 31
2014 2013 2014 2013
GAAP cash flows from operating activities $ 414 $ 68€ $ 2,18C $ 253¢
Capital expenditure (98) (99) (352 (34%)

Free cash flow

$ 31¢€ $ 59C $ 1,82¢ $ 2,19




About Non-GAAP Financial Measures

To provide investors and others with additionabmiation regarding VMware’s results, VMware hasltised in this earnings release the following
non-GAAP financial measures: non-GAAP operatingpine, non-GAAP operating margin, non-GAAP other imealexpense), net, non-GAAP net
income, non-GAAP income per diluted share, and ¢aegh flows. VMware has provided a reconciliatioeach non-GAAP financial measure used in
this earnings release to the most directly compar@AAP financial measure. These non-GAAP finanmeahsures, other than free cash flows, differ
from GAAP in that they exclude stock-based compgémsaemployer payroll tax on employee stock tratisas, amortization of acquired intangible
assets, realignment charges, acquisition and o#tated items, certain litigation and other con¢inges, the net effect of the amortization and
capitalization of software development costs arid ga disposition of certain lines of business atiter net, each as discussed below. Free cash flows
differ from GAAP cash flows from operating actieisi in its treatment of capital expenditures.

VMware has also presented in this earnings relgaagerly and annual historical data for revenu @mearned revenue, excluding revenue generated
each period by the products and services contidbat®ivotal Software, Inc. on April 1, 2013 ané firoducts and services associated with the
divestures consummated by VMware in 2013. VMwame&agement believes that these measures are tesefuestors because they allow investors to
make meaningful comparisons of VMware revenuessrarned revenues across periods.

VMware’s management uses these non-GAAP financégsures to understand and compare operating rasultss accounting periods, for internal
budgeting and forecasting purposes, for short-lamg-term operating plans, to calculate bonus paysand to evaluate VMware'’s financial
performance, the performance of its individual fimal groups and the ability of operations to gatecash. Management believes these non-GAAP
financial measures reflect VMware’s ongoing bussnesa manner that allows for meaningful periogptsiod comparisons and analysis of trends in
VMware’s business, as they exclude expenses and gzt are not reflective of ongoing operatingittss Management also believes that these non-
GAAP financial measures provide useful informatiorinvestors and others in understanding and etinly®Mware’s operating results and future
prospects in the same manner as management aathpacdng financial results across accounting perientt to those of peer companies. Additionally,
management believes information regarding free @asls provides investors and others with an imgarperspective on the cash available to make
strategic acquisitions and investments, to repwelshares, to fund ongoing operations and to ftimet @apital expenditures.

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

» Stock-based compensatioBtock-based compensation is generally fixedatithe the stockased instrument is granted and amortized
a period of several years. Although stock-basedpamsation is an important aspect of the compenmsafiour employees and executives,
the expense for the fair value of the stbased instruments VMware utilizes may bear litdgemblance to the actual value realized upc
vesting or future exercise of the related stoclkedamwvards. Furthermore, unlike cash compensatiervalue of stock options is determined
using a complex formula that incorporates factsugh as market volatility, that are beyond VMwaisstrol. Additionally, in order to
establish the amount of expense to recognize fidoprance-based stock awards, which are also anesieof ongoing stock-based
compensation, VMware is required to apply judgmergstimate the probability of the extent to whighrformance objectives will be
achieved. Management believes it is useful to elektock-based compensation in order to betterratadel the long-term performance of
VMware's core business and to facilitate comparison oktisilts to those of peer compan

*  Employer payroll tax on employee stock transactiThe amount of employer payroll taxes on stock-bassdpensation is dependent on
VMware's stock price and other factors that are beyonatontrol and do not correlate to the operatiorhefliusines:

»  Amortization of acquired intangible ass. A portion of the purchase price of VMware’s aditibns is generally allocated to intangible
assets, such as intellectual property, and is sutjeamortization. However, VMware does not acgbiusinesses on a predictable cycle.
Additionally, the amount of an acquisition’s purshaprice allocated to intangible assets and time ¢iits related amortization can vary
significantly and are unique to each acquisitioherefore, VMware believes that the presentatiomoo-GAAP financial measures that
adjust for the amortization of intangible assets/jufes investors and others with a consistent liasisomparison across accounting peris



Realignment chargeRealignment charges include workforce reductioasegimpairments and losses on asset disposalspatgito exit
facilities. VMware’s management believes it is uséd exclude these items, when significant, ay #ire not reflective of VMware’s
ongoing business and operating resi

Acquisition and otherelated itemsAcquisition and other-related items include direasts of acquisitions and dispositions, such as
transaction and advisory fees. Also included aceusds for the portion of merger consideration g an installments that may be paid in
cash or VMware stock, at the option of VMware. Téascruals are primarily composed of amounts VMvha®committed to make to
designated founders and key executives of AirWatabject to employment conditions and indemnifmatlaims, if any. Additionally,
charges recognized for non-recoverable strategisiments or gains recognized on the dispositisgsirafegic investments during 2014 are
included as otherelated items. As VMware does not acquire or disprfsusinesses on a predictable cycle and thestefreach transactic
can vary significantly and are unique to each tatisn, VMware believes it is useful to excludest@&ems when looking for a consistent
basis for comparison across accounting peri

Certain litigation and other contingenciegMware, from time to time may incur charges or Héaehat are outside of the ordinary course
of our business related to litigation and othertitmencies. VMware believes it is useful to excleteh charges or benefits because we do
not consider such amounts to be part of the ongofreyation of our business and because of the Isingature of the claims underlying the
matter.

Capitalized software development co§lapitalized software development costs encompgstatiaation of development costs and the
subsequent amortization of the capitalized costs the useful life of the product. Amortization azapitalization of software development
costs can vary significantly depending upon thengnof products reaching technological feasibitityd being made generally available.
VMware did not capitalize software development sastated to product offerings in either fiscaly2@14 or fiscal year 2013 given its
current go-to-market strategy. In future periodsjware does not expect amortization expense asquslyi capitalized software
development costs have become fully amorti.

Gain on disposition of certain lines of businesd ather, net In 2013, VMware recognized a gain as a resuéxitfng certain lines of
business under its business realignment plan, whashpartially offset by a charge recognized fapa—recoverable strategic investment.
These transactions resulted in a net gain of $3fiomiTo the extent that significant gains or lessre realized on such dispositions and
strategic investments, they do not occur on a pteblie cycle, and such gains and losses are rettige of VMware’s ongoing business
and operating result

Tax adjustmentNon-GAAP financial information for the quarterddjusted for a tax rate equal to our annual esticheax rate on non-
GAAP income. This rate is based on VMware’s estadatnnual GAAP income tax rate forecast, adjusiedttount for items excluded
from GAAP income in calculating VMware’s non-GAARcome. VMware’s estimated tax rate on non-GAAP ineads determined
annually and may be adjusted during the year te ilaio account events or trends that VMware managéimelieves materially impact the
estimated annual rate including, but not limitedsignificant changes resulting from tax legislatimaterial changes in the geographic mix
of revenues and expenses and other significant@v@oe to the differences in the tax treatmeriteshs excluded from non-GAAP
earnings, as well as the methodology applied to \AWs estimated annual tax rates as described atim/estimated tax rate on non-
GAAP income may differ from the GAAP tax rate andni VMware' s actual tax liabilities

Additionally, VMware’s management believes that tlom-GAAP financial measure free cash flows is nivegfol to investors because management
reviews cash flows generated from operations &diténg into consideration capital expenditures tiuthe fact that these expenditures are considered
be a necessary component of ongoing operations.

The use of non-GAAP financial measures has celiritations because they do not reflect all iterfhihoome and expense that affect VMware’s
operations. Specifically, in the case of stock-basmmpensation, if VMware did not pay out a portidrits compensation in the form of stock-based
compensation and related employer payroll ta



the cash salary expense included in operating esgsewould be higher, which would affect VMware’sttgosition. VMware compensates for these
limitations by reconciling the non-GAAP financiakasures to the most comparable GAAP financial measiihese non-GAAP financial measures
should be considered in addition to, not as a gubstfor or in isolation from, measures prepareddcordance with GAAP and should not be consid
measures of VMware’s liquidity. Further, these t®AAP measures may differ from the non-GAAP inforimatused by other companies, including
peer companies, and therefore comparability mainiieed. Management encourages investors and otbeeview VMware’s financial information in
its entirety and not rely on a single financial sw@a.

Revenue Growth in Constant Currency

We invoice and collect in the Euro, the British Rduthe Japanese Yen, the Australian Dollar andCtiieese Renminbi in their respective regions. As a
result, our total revenues are affected by chamgdse U.S. Dollar against these currencies.

In order to provide a comparable framework for asg®y how our business performed excluding theceéieforeign currency fluctuations, management
analyzes year-over-year revenue growth on a consterency basis. Since all of our entities opevéth the U.S. Dollar as their functional currency,
unearned revenues for orders booked in currenties than U.S. Dollars are converted into U.S. &sllat the exchange rate in effect for the month in
which each order is booked.

During 2014, we calculated constant currency oenlée revenues recognized during the current péraidvere originally booked in currencies other
than U.S. Dollars by comparing the exchange rates to recognize revenue in the current periodhag#tie exchange rates used to recognize revel
the comparable period. We did not calculate constamency on services revenues, which includeaso® maintenance revenues and professional
services revenue



