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ITEM 1.

FINANCIAL STATEMENTS

PART |
FINANCIAL INFORMATION

VMware, Inc.

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

Revenues:
License
Services
Total revenues
Operating expenses (1):
Cost of license revenues
Cost of services revenues
Research and development
Sales and marketing
General and administrative
Realignment charges
Operating income
Investment income
Interest expense with EMC
Other income (expense), net
Income before income taxes
Income tax provision (benefit)
Net income

(unaudited)

Net income per weighted-average share, basic fsCA and Class B
Net income per weighted-average share, dilute€fass A and Class B
Weighted-average shares, basic for Class A andGlas
Weighted-average shares, diluted for Class A aadsOB

(1) Includes stock-based compensation as follows:

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

For the Three Months Ended

March 31,
2014 2013
$ 561 $ 48¢
79¢ 70%
1,36( 1,191
50 57
151 12t
29z 271
474 417
151 98
— 63
241 16C
9 8
®) (1)
— (©)
24¢ 164
46 9
$ 19¢ $ 173
$ 0.4 $ 0.41
$ 0.4 $ 0.4C
430,54¢ 428,00!
434,72¢ 432,63:
$ 1 $ 1
9 7
60 62
41 36
17 14
— 5

The accompanying notes are an integral part oftinelensed consolidated financial statements.
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VMware, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)
(unaudited)
For the Three Months Ended
March 31,
2014 2013
Net income $ 19¢ $ 17z
Other comprehensive income:
Changes in market value of available-for-sale seesar
Unrealized gains, net of taxes of $1 for all pesiod 1 1
Reclassification of (gains) realized during theigernet of taxes of $0 for al
periods — ((H)]
Total other comprehensive income 1 —
Total comprehensive income, net of taxes $ 20C $ 17z

The accompanying notes are an integral part oftinelensed consolidated financial statements.
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VMware, Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in millions, except per share amounts, anshares in thousands)

(unaudited)
March 31, December 31,
2014 2013
ASSETS
Current assets:
Cash and cash equivalents $ 2,78¢ % 2,30
Short-term investments 3,82¢ 3,87(
Accounts receivable, net of allowance for doubdfttounts of $2 and $2 83C 1,22(
Deferred tax assets 201 19C
Other current assets 15C 96
Total current assets 7,791 7,681
Property and equipment, net 88¢€ 84t
Other assets, net 19C 107
Deferred tax assets 89 60
Intangible assets, net 831 607
Goodwill 3,90¢ 3,027
Total assets $ 13,69¢ $ 12,32}
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 93 % 10¢
Accrued expenses and other 59¢€ 60¢
Due to related parties, net 26 18
Unearned revenues 2,572 2,55¢
Total current liabilities 3,281 3,29¢
Note payable to EMC 1,50( 45C
Unearned revenues 1,60( 1,53¢
Other liabilities 24z 234
Total liabilities 6,62¢ 5,511
Contingencies (see Note |)
Stockholders’ equity:
Class A common stock, par value $.01; authorizé@®000 shares; issued and outstanding 130
and 130,349 shares 1 1
Class B convertible common stock, par value $.0fhaized 1,000,000 shares; issued and
outstanding 300,000 shares 3 3
Additional paid-in capital 3,55( 3,49¢
Accumulated other comprehensive income 5 4
Retained earnings 3,511 3,312
Total stockholders’ equity 7,07(C 6,81¢
Total liabilities and stockholders’ equity $ 13,69¢ $ 12,327

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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VMware, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)
(unaudited)
For the Three Months Ended
March 31,
2014 2013
Operating activities:
Net income $ 19¢ $ 172
Adjustments to reconcile net income to net cashigea by operating activities:
Depreciation and amortization 83 91
Stock-based compensation 12¢ 11€
Excess tax benefits from stock-based compensation (15) (22)
Deferred income taxes, net (29 (28
Non-cash realignment charges — 14
Other 1 2
Changes in assets and liabilities, net of acqarssti
Accounts receivable 41¢ 38C
Other assets (29 (41)
Due to/from related parties, net 33 58
Accounts payable (12) (8)
Accrued expenses (104) (11%)
Income taxes payable 41 2
Unearned revenues 35 57
Net cash provided by operating activities 75C 67€
Investing activities:
Additions to property and equipment 77) (78)
Purchases of available-for-sale securities (531) (737)
Sales of available-for-sale securities 411 48¢
Maturities of available-for-sale securities 153 182
Business acquisitions, net of cash acquired (1,06¢) (189
Increase in restricted cash (76) (1)
Other investing (20 1
Net cash used in investing activities (1,19¢) (33)
Financing activities:
Proceeds from issuance of common stock 88 68
Proceeds from issuance of note payable to EMC 1,50( —
Repayment of note payable to EMC (450) —
Reduction in capital from EMC (249 —
Repurchase of common stock (169) (182)
Excess tax benefits from stock-based compensation 15 22
Shares repurchased for tax withholdings on vesifiigstricted stock (29) (22)
Net cash provided by (used in) financing activities 931 (1149
Net increase in cash and cash equivalents 482 231
Cash and cash equivalents at beginning of the gberio 2,30t 1,60¢
Cash and cash equivalents at end of the period $ 2,78¢ $ 1,84(
Non-cash items:
Changes in capital additions, accrued but not paid $ @ % (23)
Fair value of stock options assumed in acquisition 24 —

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

A. Overview and Basis of Presentation
Company and Background

VMware, Inc. (“VMware” or the “Company”) is the ldar in virtualization infrastructure solutions itéd by organizations to help them
transform the way they build, deliver and consunierimation technology (“IT”) resources. VMware’stualization infrastructure solutions,
which include a suite of products designed to éelas software-defined data center, run on industiipdard desktop computers and servers and
support a wide range of operating system and agiit environments, as well as networking and geiafrastructures.

Accounting Principles

The financial statements and accompanying noteprapared in accordance with accounting princigkrserally accepted in the United
States of America (“GAAP”).

Unaudited Interim Financial Information

These accompanying unaudited condensed consoliflatedtial statements have been prepared pursodnétrules and regulations of the
Securities and Exchange Commission (the “SEC”)rtarim financial reporting. In the opinion of maygment, these unaudited condensed
consolidated financial statements include all adjesits, consisting of normal recurring adjustmemis accruals, for a fair statement of VMware’
condensed consolidated results of operations, diahposition and cash flows for the periods présgnResults of operations are not necessarily
indicative of the results that may be expectedHerfull year 2014. Certain information and footnhdtsclosures typically included in annual
consolidated financial statements have been cordamsomitted. Accordingly, these unaudited intecmndensed consolidated financial
statements should be read in conjunction with tresolidated financial statements and related rintdsded in VMwares 2013 Annual Report ¢
Form 10-K.

As of March 31, 2014 , EMC held approximately 79.68%Mware’s outstanding common stock and 97.2%hefcombined voting power of
VMware’s outstanding common stock, including 43limil shares of VMware’s Class A common stock ahdfa/Mware’s Class B common
stock. VMware is a majority-owned and controllethsidiary of EMC, and its results of operations éindncial position are consolidated with
EMC'’s financial statements.

Management believes the assumptions underlyingghdensed consolidated financial statements asemaale. However, the amounts
recorded for VMware’s intercompany transactiongwiaMC and Pivotal Software, Inc. (“Pivotal”, preugy known as “GoPivotal, Inc.”) may
not be considered arm’s length with an unrelatéd trarty. Therefore, the financial statementsudeld herein may not necessarily reflect the
financial position, results of operations and ddmlvs had VMware engaged in such transactions aitlinrelated third party during all periods
presented. Accordingly, VMware’s historical finaadinformation is not necessarily indicative of wkide Companys financial position, results
operations and cash flows will be in the futuranfli when VMware contracts at arm’s length with latesl third parties for the services the
Company receives from and provides to EMC and Blvot

Principles of Consolidatior

The condensed consolidated financial statemenlisdathe accounts of VMware and its subsidiariéar alimination of intercompany
transactions and account balances between VMwaré@sasubsidiaries. All intercompany transactionthvieMC and Pivotal in the condensed
consolidated statements of cash flows will be asétith cash, and changes in the current intercompalances are presented as a component of
cash flows from operating, investing and financaatjvities.

Use of Accounting Estimates

The preparation of financial statements in conftymiith GAAP requires management to make estimabesassumptions that affect the
reported amounts of assets and liabilities, thented amounts of revenues and expenses durin@ploeting periods, and the disclosure of
contingent liabilities at the date of the finangttements. Estimates are used for, but not kinddrade receivable valuation, marketing rebates,
useful lives assigned to fixed assets and intaagibtets, valuation of goodwill and definite-liletangibles, income taxes, stock-based
compensation and contingencies. Actual resultsdcdiffer from those estimates.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

B. Business Combinations, Goodwill and Intangible Asets, Net
Business Combination

On February 24, 2014, VMware acquired for casbfalhe outstanding membership units of A.W.S. HugiLLC (“AirWatch Holding”),the
sole member and equity holder of AirWatch LLC (“Aiatch”). AirWatch is a leader in enterprise molsilanagement and security solutions.
VMware acquired AirWatch to expand VMware's solntiavithin the enterprise mobile and security sp@be.total preliminary purchase price of
$1,128 million included cash of $1,104 million athé fair value of assumed unvested equity attribtdepre-combination services totaling $24
million .

Merger consideration totaling $300 million , inclog $75 million being held in escrow, will be pajalo certain employees of AirWatch
subject to specified future employment conditiond will be recognized as expense over the reqgsiteice period on a straight-line basis.
Compensation expense totaling $19 million was rezegl from the date of acquisition through March 3114.

VMware assumed all of AirWatch's unvested stockomstand restricted stock outstanding at the cotigple@f the acquisition with an
estimated fair value of $134 million . Of the totainsideration, $24 million was allocated to thechase price and $110 million was allocated to
future services and will be expensed over the reimgirequisite service periods on a straight-linsi®. The estimated fair value of the stock
options assumed by the Company was determined thenglack-Scholes option pricing model. The shameversion ratio of 0.4 was applied to
convert AirWatch's outstanding stock awards intarek of VMware's common stock.

The following table summarizes the preliminary edltion of the consideration to the fair value @& #ssets acquired and liabilities assumed
(table in millions):

Cash $ 3€
Other current assets 6C
Intangible assets 25C
Goodwill 87¢
Other acquired assets 17
Total assets acquired 1,24
Unearned revenues (45)
Other assumed liabilities (69)
Total liabilities assumed (1149
Fair value of assets acquired and liabilities agslim $ 1,12¢

The excess of the purchase consideration oveathgdlue of net tangible and identifiable intarigibssets acquired was recorded as
goodwill. The estimated fair value assigned totémgible assets, identifiable intangible assetd,amsumed liabilities were based on
management's estimates and assumptions. The prafyrallocation of the purchase price was basea preliminary valuation and assumptions
and is subject to change within the purchase @llogation period. Additionally, indirect taxescome taxes payable and deferred taxes may be
subject to change as additional information isirekand tax returns are finalized. VMware expéetinalize the allocation of purchase
consideration as soon as practicable and no keerdne year from the acquisition date.

Management expects that the majority of goodwidl atentifiable intangible assets will be deductifdeU.S. income tax purposes.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

The following table summarizes the components efititangible assets acquired and their estimateftilus/es by VMware in conjunction
with the acquisitions of Airwatch (amounts in taianillions):

Weighted-Average

Useful Lives Useful Lives Fair Value
(in years) (in years) Amount
Purchased technology 2-6 59 $ 11€
Customer relationships and customer lists 2-8 7.9 78
Trademarks and tradenames 8 8 40
Other 2-8 3.2 14
Total intangible assets, net, excluding goodwill $ 25C

The following net income pro forma financial infoation summarizes the combined net income for VMvear@ AirWatch, which was
significant for purposes of the unaudited pro foffinancial information disclosure, as though thenpanies were combined at the beginning of
the Company'’s fiscal year 2013. The amount of reeesf AirWatch was not considered material, andueh, has not been included in the
unaudited pro forma financial information disclcsielow.

Supplemental information on an unaudited pro fobasis, as if AirWatch had been acquired on JanliaP@13 , is presented as follows
(table in millions):

For the Three Months
Ended March 31,

2014 2013
Pro forma adjusted net income $ 162 $ 114

Goodwiill

The following table summarizes the changes in #reygng amount of goodwill for the three months eddiarch 31, 201&able in millions):

Balance, January 1, 2014 $ 3,027
Increase in goodwill related to business combimatio 87¢
Balance, March 31, 2014 $ 3,90¢

C. Realignment Charges

In January 2013, VMware approved and initiated siriess realignment plan to streamline its operati®he realignment plan included the
elimination of approximately 710 positions andgsainel across all major functional groups and gegaigjes. In the three months ended
March 31, 2013, $63 million of realignment chargese recorded on the condensed consolidated stateraf income, which consisted of
workforce reduction charges and asset impairméstaf December 31, 2013, the plan had been costblet

D. Earnings per Share

Basic net income per share is computed by dividietggncome by the weighted-average number of conmshares outstanding during the
period. Diluted net income per share is computedibigling net income by the weighted-average nuntbf@ommon shares outstanding and
potentially dilutive securities outstanding durihg period, as calculated using the treasury stuethod. Potentially dilutive securities primarily
include unvested restricted stock units, stockamstiand purchase options under VMware's employaek gturchase plan. Securities are excluded
from the computations of diluted net income perstliitheir effect would be anti-dilutive. VMwareses the two-class method to calculate
earnings per share as both classes share the iggntseim dividends, therefore basic and dilutechizsys per share are the same for both classes.
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VMware, Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)

(unaudited)

The following table sets forth the computation®asic and diluted net income per share for theethrenths ended March 31, 2014 and 2013

(table in millions, except per share data):

Net income

Weighted-average shares, basic for Class A and@Glas

Effect of dilutive securities

Weighted-average shares, diluted for Class A aad<B

Net income per weighted-average share, basic fasCA and Class B

Net income per weighted-average share, dilute€fass A and Class B $

For the Three Months Ended

March 31,
2014 2013

$ 19¢ $ 173
431 42¢

4 5

43¢ 43¢

$ 0.4¢ $ 0.41
0.4€ $ 0.4C

For both the three months ended March 31, 2012848 , stock options to purchase 1 million shafégvware Class A common stock
were excluded from the diluted earnings per shaleutations because their effect would have bedirddative.

For the three months ended March 31, 2014 , thebruwt shares of restricted stock that were exadddam the diluted earnings per share
calculations because their effect would have be¢irddutive was not material. For the three morgnsled March 31, 2013, 2 million shares of

restricted stock were excluded from the dilutechizgys per share calculations because their effeatdvhave been anti-dilutive.

E. Investments

Investments as of March 31, 2014 and December(3 2onsisted of the following (tables in millions)

March 31, 2014

Cost or Unrealized Unrealized Aggregate

Amortized Cost Gains Losses Fair Value
U.S. Government and agency obligations $ 55¢ $ — $ — $ 55¢
U.S. and foreign corporate debt securities 2,31« 6 D 2,31¢
Foreign governments and multi-national agency aliligs 44 — — 44
Municipal obligations 76¢ 3 — 771
Mortgage-backed securities 137 — Q) 13€
Total investments $ 3,821 % 9 s 2 % 3,82¢

December 31, 2013

Cost or Unrealized Unrealized Aggregate

Amortized Cost Gains Losses Fair Value
U.S. Government and agency obligations $ 537 $ — $ — $ 537
U.S. and foreign corporate debt securities 2,351 6 (©)] 2,35¢
Foreign governments and multi-national agency alilbigs 37 — — 37
Municipal obligations 811 3 — 814
Mortgage-backed securities 12¢ — Q) 12¢
Total investments $ 3,86t $ 9 ¢ 4 % 3,87(

VMware evaluated its fixed income investments aslafch 31, 2014 and December 31, 2013 to determirether or not any security had
experienced an other-than-temporary decline inviaine. As of March 31, 2014 and December 31, 2013
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

VMware did not consider any of its fixed incomeéstments to be other-than-temporarily impairedhBbé realized gains and realized losses on
fixed income investments in the three months emdarth 31, 2014 and 2013 were not material.

Unrealized losses on investments as of March 314 20id December 31, 2013, which have been in lbs&position for less than twelve
months, were classified by investment categonpbsvs (table in millions):

March 31, 2014 December 31, 2013
Unrealized Unrealized
Fair Value Losses Fair Value Losses
U.S. and foreign corporate debt securities $ b3 % @ % 75C % 3
Mortgage-backed securities 42 — 91 (D)
Total $ 57¢ % @ $ 841 $ (4)

As of March 31, 2014 and December 31, 2013, uimezhlosses on investments in other investmengoaies, which have been in a net loss
position for less than twelve months, were not miateAdditionally, unrealized losses on investngenthich have been in a net loss position for
twelve months or greater, were not material as afdil 31, 2014 and December 31, 2013 .

Strategic Investment

VMware evaluated the strategic investments indtgfplio that are accounted under the cost mettmdssess whether any of its strategic
investments were other-than-temporarily impairebllware uses Level 3 inputs as part of its impairnaalysis, including, pre- and post-money
valuations of recent financing events and the ihpathose on its fully diluted ownership percerggagas well as other available information
regarding the issuer’s historical and forecastetbpmance. The estimated fair value of these imaests is considered in VMware's impairment
review if any events or changes in circumstancesmihat might have a significant adverse effecthair value. During the three months ended
March 31, 2014 and 2013 , VMware did not recogiizgairment charges on any of the strategic investsia its portfolio.

During the three months ended March 31, 2014 , VMveid not have material realized gains or reallpsdes on strategic investments.
During the three months ended March 31, 2013 , VMveid not have realized gains or realized lossesti@ategic investments.

Contractual Maturities

The contractual maturities of investments held atdl 31, 2014 consisted of the following (tableniflions):

Amortized Aggregate

Cost Basis Fair Value
Due within one year $ 95¢ $ 95¢€
Due after 1 year through 5 years 2,67¢ 2,681
Due after 5 years 191 191
Total investments $ 3,821 % 3,82¢

F. Fair Value Measurements
Certain financial assets and liabilities are mesdat fair value on a recurring basis.

VMware’s Level 1 classification of the fair valueeharchy includes money market funds and certaailabvle-for-sale fixed income securities
because these securities are valued using qudtass on active markets for identical assets. Firedme available-for-sale securities consist of
high quality, investment-grade securities from dbeeissuers.

VMware’s Level 2 classification includes the renden of the available-for-sale fixed income secesitbecause these securities are priced
using inputs other than quoted prices that arerabbte either directly or indirectly. The valuati@thniques used to measure the fair value of
financial instruments having Level 2 inputs wered® from non-binding market consensus prices @inaicorroborated by observable market
data, quoted market prices for similar instrumeotgricing models such as discounted cash flohriepies. VMware’s procedures include
controls to ensure that appropriate fair values@rerded such as comparing prices obtained froftiplauindependent sources. VMware is
ultimately responsible for the financial statemeartd underlying estimates.
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

Additionally, VMware’s Level 2 classification indies foreign currency forward contracts as the vmnanputs for these are based upon
quoted prices and quoted pricing intervals fromligultata sources. The fair value of these contnaets not material for any period presented.

VMware does not have any material assets or ltaslihat fall into Level 3 of the fair value hiechy as of March 31, 2014 alecember 3:
2013, and there have been no transfers betweevaetae measurement levels during the three mambded March 31, 2014 and 2013 .

The following tables set forth the fair value hiefay of VMware’s money market funds and availaldegale securities, including those
securities classified within cash and cash equitalen the condensed consolidated balance shiegttsyére required to be measured at fair value
as of March 31, 2014 and December 31, 2013 (tablesllions):

March 31, 2014

Level 1 Level 2 Total

Money-market funds $ 2,25 % — 3 2,25¢
U.S. Government and agency obligations 411 147 55¢
U.S. and foreign corporate debt securities — 2,32¢ 2,32¢
Foreign governments and multi-national agency aliligs — 44 44
Municipal obligations — 771 771
Mortgage-backed securities — 13€ 13¢€

Total $ 2,666 $ 3427 $ 6,09:

December 31, 2013

Level 1 Level 2 Total

Money-market funds $ 1,80¢ $ — 3 1,80¢
U.S. Government and agency obligations 38t 152 537
U.S. and foreign corporate debt securities — 2,36¢ 2,36¢
Foreign governments and multi-national agency aliligs — 37 37
Municipal obligations — 81€ 81¢
Mortgage-backed securities — 12¢ 12¢

Total $ 2,19¢ % 3,49¢ % 5,692

G. Derivatives and Hedging Activity

VMware conducts business in several foreign cuiesnand has international sales and expenses deaigaiiin foreign currencies, subject
the Company to foreign currency risk. To mitigdtis risk, VMware enters into hedging activitiesdescribed below. The counterparties to
VMware’s foreign currency forward contracts are tianhtional commercial banks considered to be ¢tnedrthy. VMware does not enter into
speculative foreign exchange contracts for tragimgoses.

Cash Flow Hedging Activities

To mitigate its exposure to foreign currency fluttans resulting from operating expenses denontdnateertain foreign currencies, VMwe
enters into foreign currency forward contracts. Tuenpany designates these forward contracts adloashedging instruments as the accoun
criteria for such designation has been met. Thezetbe effective portion of gains or losses raésglfrom changes in the fair value of these he
is initially reported in accumulated other compmiee income on the condensed consolidated bakirest and is subsequently reclassified tc
related operating expense line item in the condknsasolidated statements of income in the samedg#rat the underlying expenses are
incurred. For the three months ended March 31, 2042013 , the effective portion of gains or Isseelassified to the condensed consolidated
statements of income were not material. Interestgds or “forward points” on VMware’s forward caadts are excluded from the assessment of
hedge effectiveness and are recorded in other iadexpense), net in the condensed consolidateshstats of income as incurred.

VMware generally enters into cash flow hedges sammigally with maturities of six months or less.&#3vViarch 31, 2014 and December 31,
2013, VMware had forward contracts to purchaseifpr currency designated as cash flow hedges wtitahnotional value of $41 million and
$82 million , respectively. The fair value of thdseward contracts was immaterial as of
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VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (continued)
(unaudited)

March 31, 2014 and December 31, 2013, and therefaeluded from the fair value tables above. Fertltinee months ended March 31, 2014 and
2013, all cash flow hedges were considered effecti

Balance Sheet Hedging Activitie

In order to manage exposure to foreign currenagtdiations, VMware enters into foreign currency fard/icontracts to hedge a portion of its
net outstanding monetary assets and liabilitiegnaganovements in certain foreign exchange ratbes& forward contracts are not designated as
hedging instruments under applicable accountindange, and therefore all changes in the fair vafube forward contracts are reported in other
income (expense), net in the condensed consolidéaeiments of income.

VMware’s foreign currency forward contracts are gatly traded on a monthly basis with a typicaltcactual term of one month. As of
March 31, 2014 and December 31, 2013 , VMware hastanding forward contracts with a total notiovaue of $399 million and $498 million ,
respectively. The fair value of these forward cacits was immaterial as of March 31, 2014 and Deeefb, 2013 and therefore excluded from
the fair value tables above.

Losses derived from the settlement of foreign fads@ntracts during the three months ended Mar¢l2@14 were immaterial, and a gain of
$11 million was recognized during the three momtihded March 31, 2013 . The combined gains anddat=@ved from the settlement of foreign
forward contracts and the underlying foreign-cucsedenominated assets and liabilities were immeltdriring the three months ended March 31,
2014 and 2013 .

H. Unearned Revenues

Unearned revenues as of March 31, 2014 and Dece3ib@013 consisted of the following (table in roifis):

March 31, 2014 December 31, 2013
Unearned license revenues $ 45¢  $ 465
Unearned software maintenance revenues 3,37¢ 3,30¢
Unearned professional services revenues 33t 32:
Total unearned revenues $ 417 % 4,092

Unearned license revenues are either recognizablyatecognized upon delivery of existing or fetroducts or services, or will be
recognized ratably upon delivery of future prodwmtservices. Future products include, in somes;gseducts that are offered as part of product
promotions where the purchaser of an existing produentitled to receive a promotional produat@tadditional charge. VMware regularly offi
product promotions to improve awareness of its gingrproducts. To the extent promotional produetgehnot been delivered and VSOE of fair
value is not established, revenue for the entideis deferred until such time as all product\azly obligations have been fulfilled. Unearned
license revenue may also be recognized ratablychwikigenerally due to a right to receive unspedifuture products.

Unearned software maintenance revenues are astbilleuto VMware’s maintenance contracts and aregréized ratably, typically over terms
of one to five years. Unearned professionalises revenues result primarily from prepaid preif@sal services, including training, and are
recognized as the services are delivered.

I. Contingencies
Litigation

VMware is subject to legal, administrative and fatary proceedings, claims, demands and investigatin the ordinary course of business,
including claims with respect to commercial, pradiability, intellectual property, employment, sigaction, whistleblower and other matters. In
the ordinary course of business, VMware also rexeinquiries from and has ongoing discussions ggtrernment entities regarding the
compliance of its contracting and sales practiciéls laws and regulations. VMware accrues for ailigbwhen and if a determination has been
made that a loss is both probable of occurrencar@dmount of the loss can be reasonably estim&tgdificant judgment is required in both the
determination of probability and the determinatésnto whether a loss is reasonably estimable. Vidwansiders the impact of negotiations,
settlements, rulings, advice of legal counsel ahérinformation and events pertaining to a pakticmatter. As of March 31, 2014 and
December 31, 2013, the amounts accrued were netialall 0 the extent there is a reasonable poggiliilat the losses could exceed the amounts
already accrued, management believes that the ambany such additional loss would also be immatéo VMware’s condensed consolidated
financial position, results of operations and cdmivs.
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J. Stockholders’ Equity
VMware Stock Repurchases
The following table summarizes stock repurchaskaig#ations that remain open as of March 31, 2@bo{nts in table in millions):

Authorization Date Amount Authorized Expiration Date Status
August 2013 $700 End of 2015 Open

From time to time, future stock repurchases magnhde pursuant to the August 2013 authorizatiorpenanarket transactions or privately
negotiated transactions as permitted by secutéigs and other legal requirements. VMware is ndigated to purchase any shares under its ¢
repurchase programs. The timing of any repurchaséshe actual number of shares repurchased vgéirtieon a variety of factors, including
VMware’s stock price, cash requirements for operatiand business combinations, corporate and tegulaquirements and other market and
economic conditions. Purchases can be discontiauady time that VMware feels additional purchesesnot warranted. All shares repurchased
under VMware’s stock repurchase programs are tetire

The following table summarizes stock repurchaseiactn the three months ended March 31, 2014 203 (table in millions, except per
share amounts):

For the Three Months Ended

March 31,
2014 2013
Aggregate purchase price $ 16¢ $ 182
Class A common shares repurchased 2 2
Weighted-average price per share $ 95.5¢ $ 77.0%

The amount of repurchased shares includes commssaitd was classified as a reduction to additipa&l-in capital. As of March 31, 2014 ,
the cumulative authorized amount remaining for repase was $491 million .

VMware Stock Options
The following table summarizes option activity ®ntanuary 1, 2014 (shares in millions):

Weighted-
Average
Number of Exercise Price

Shares (per share)
Outstanding, January 1, 2014 6 $ 44.1:
Granted 1 14.6¢
Exercised D 39.1:
Outstanding, March 31, 2014 6 38.1;

The above table includes stock options substitigednvested stock options in connection with basgncombinations. As a result, the
weighted-average exercise price per share maysbdehan the VMware stock price at time of grant.

VMware Restricted Stock

VMware restricted stock primarily consists of retad stock unit (‘“RSU”) awards granted to empls/dRSUs are valued based on the
VMware stock price on the date of grant, and shanelerlying RSU awards are not issued until therioted stock units vest. Upon vesting, each
RSU converts into one share of VMware Class A comstock.

VMware restricted stock also includes performanoeksunit (“PSU”) awards, which have been grantedertain of VMware's executives
and employees. The PSU awards include performanuditions and, in certain cases, a time-basedngestmponent. Upon vesting, each PSU
award will convert into VMware’s Class A commonakat various ratios ranging from 0.5 to 3.0 shaersPSU, depending upon the degree of
achievement of the performance target designatezhbly individual award. If minimum performance #ralds are not achieved, then no shares
will be issued.
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The following table summarizes restricted stockvitgtsince January 1, 2014 (units in millions):

Weighted-
Average Grant
Date Fair
Number of Value

Units (per unit)
Outstanding, January 1, 2014 13 3 85.8¢
Granted 1 97.6(
Vested (D) 92.7¢
Outstanding, March 31, 2014 13 86.1F

As of March 31, 2014 , the 13 million units outstang included 12 million of RSUs and 1 milliasf PSUs. The above table includes R:
substituted for unvested RSUs in connection witkitess combinations.

The total fair value of VMware restricted stockgluding restricted stock, RSUs and PSUs, that dast¢he three months ended March 31,
2014 was $72 million . As of March 31, 2014 , restd stock representing 13 million shares of VMeisiClass A common stock were
outstanding, with an aggregate intrinsic value hB89 million based on VMware’s closing price asviafrch 31, 2014 .

Accumulated Other Comprehensive Incor
The changes in components of accumulated other rrapsive income in the three months ended MarcB@4 were as follows (table in
millions):

Unrealized Gains on
Available-for-Sale

Securities Total
Balance, January 1, 2014 $ 4 % 4
Other comprehensive gain before reclassificatinaspf taxes of
$1 1 1
Other comprehensive income, net
Balance, March 31, 2014 $ 5 8%

Gains (losses) on VMware’s available-for-sale sitiesrare reclassified to investment income oncitredensed consolidated statement of
income in the same period that they are realized.

The effective portion of gains (losses) resultirgnf changes in the fair value of forward contralgtsignated as cash flow hedging
instruments are reclassified to its related opegatixpense line item on the condensed consolidaé¢eiment of income in the same period that the
underlying expenses are incurred. The amountsdeddo their related operating expense line itemthe condensed consolidated statements of
income in the three months ended March 31, 2014 wet material.

K. Related Parties
EMC Reseller Arrangement, Other Services and Noty&ble

VMware and EMC engaged in the following ongoingiebmpany transactions, which resulted in reveandseceipts and unearned
revenues for VMware:

e Pursuant to an ongoing reseller arrangement BMIC, EMC bundles VMware's products and servicah ®MC's products and sells
them to end-users.

» EMC purchases products and services from VMwaréternal use
* VMware recognizes revenues for professional sesvi@sed upon such contractual agreements with

* From time to time, VMware and EMC enter intoegments to collaborate on technology projects B8V pays VMware for services
that VMware provides to EMC in connection with syxrbjects.
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Information about VMware's revenues and receiptsiarearned revenues from such arrangements with ke three months ended
March 31, 2014 and 2013 consisted of the followiiagle in millions):

Revenues and Receipts from Unearned Revenues from

EMC EMC

For the Three Months Ended As of As of
March 31, March 31, December 31,

2014 2013 2014 2013
Reseller revenues $ 46 $ 36 $ 17¢ $ 18¢
Professional services revenues 23 15 13 12
Internal-use revenues 7 3 14 20
Collaborative technology project receipts — 2 n/s n/e

VMware and EMC engaged in the following ongoingehsbmpany transactions, which resulted in costéMwvare:
»  VMware purchases products and services for intarsalfrom EMC

* From time to time, VMware and EMC enter intoegments to collaborate on technology projects \@vdiare pays EMC for services
provided to VMware by EMC related to such projects.

» In certain geographic regions where VMware duoashave an established legal entity, VMware catsravith EMC subsidiaries for
support services and EMC personnel who are mariag®&diware. The costs incurred by EMC on VMware'gdiérelated to these
employees are passed on to VMware and VMware iggedea mark-up intended to approximate costs tohatdvhave been charged had
VMware contracted for such services with an uneeldhird party. These costs are included as expen3éviware's condensed
consolidated statements of income and primariljuihe salaries, benefits, travel and rent. EMC adsars certain administrative costs on
VMware's behalf in the U.S. that are recorded gerges in VMware's condensed consolidated statsroémtcome.

¢ VMware incurs interest expense on its note payaiile EMC. See belov

Information about VMware's costs from such arrangets with EMC for the three months ended Marchi2®14 and 2013 consisted of the
following (table in millions):

For the Three Months Ended

March 31,
2014 2013
Purchases of products and services $ 21 $ 13
Collaborative technology project costs 3 1
EMC subsidiary support and administrative costs 41 36
Interest expense on note payable 5 1

Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger succkRdeal Maritz as Chief Executive Officer of VMwaRyior to joining VMware, Pat
Gelsinger was the President and Chief Operating@fbf EMC Information Infrastructure ProductsuP®laritz remains a board member of
VMware and currently serves as Chief Executive g@ffiof Pivotal, a majority-owned subsidiary of EMOvhich VMware has an ownership
interest, and as an executive officer of EMC. Be#ul Maritz and Pat Gelsinger retain and contioueest in certain of their respective equity
awards that they held as of September 1, 2012k$tased compensation related to Pat Gelsinger's B&ds will be recognized on VMware’s
condensed consolidated statements of income ogevtiards’ remaining requisite service periods. diffe since September 1, 2012, stock-based
compensation costs related to Paul Maritz’s VMwar@rds have been charged to EMC and have not beegrized by VMware.

Pivotal

During 2013, VMware transferred certain assetsl@fdities to Pivotal. VMware contributed certaissets, including intellectual property,
Pivotal, and Pivotal assumed substantially allilitds, related to certain of its Cloud Applicati®latform products and services, including
VMware’s Cloud Foundry, VMware vFabric (includingiéhg and GemFire) and
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Cetas organizations, except for certain tangibdetssrelated to Cloud Foundry. As of March 31, 20¥#ware's ownership interest in Pivotal is
28% .

Additionally, VMware and Pivotal entered into amregment pursuant to which VMware will act as thérggagent for the products and
services it contributed to Pivotal in exchanged@ustomary agency fee. In the three months endedhivB1, 2014 VMware recognized revent
of $2 million from its contractual arrangement wRivotal. VMware also agreed to provide variousisiion services to Pivotal. Pursuant to the
support agreement, costs incurred by VMware to supivotal services are reimbursed to VMware byoRil. During the three months ended
March 31, 2014 , VMware provided transition sersioé $2 million that are reimbursable by Pivotatl avhich were recorded as a reduction to the
costs VMware incurred. Additionally, VMware purclkedsan immaterial amount of products and servicegfernal use from Pivotal in the three
months ended March 31, 2014 .

Tax Sharing Agreement with EMC

Pursuant to a tax sharing agreement between VMaraddEMC, VMware has made payments to EMC and EMhiede payments to
VMware. The following table summarizes these payimemde between VMware and EMC during the threethsoended March 31, 2014 and
2013 (table in millions):

For the Three Months Ended
March 31,

2014 2013
Payments from VMware to EMC $ 20 $ =

Payments between VMware and EMC under the taxrgpagreement relate to VMware's portion of fedem@me taxes on EMC's
consolidated tax return as well as the state paggrfencombined states. Payments from EMC to VMwalate to periods where VMware had a
stand-alone loss for U.S. federal and state incax@urposes or where VMware had federal tax csediexcess of federal tax liabilities.
Payments from VMware to EMC are for estimated taxrpents primarily for U.S. federal income tax pug® The amounts that VMware either
pays to or receives from EMC for its portion of éeal income taxes on EMC’s consolidated tax retliffer from the amounts VMware would
owe on a separate return basis and the differenmesented as a component of stockholders’ ednithe three months ended March 31, 2014
and 2013 , the difference between the amount ofdéoulated on a stand-alone basis and the amdtent calculated per the tax sharing
agreement was not material.

Due To/From Related Parties, N

As a result of the related-party transactions \ERhC and Pivotal described above, amounts due tdrandrelated parties, net as of
March 31, 2014 consisted of the following (tableriillions):

As of March 31, 2014

Due to EMC $ (70)
Due from EMC 53
Due to Pivotal (11
Due from Pivotal 2
Due (to) from related parties, net $ (26)
Income tax payable due to EMC $ (30)

Balances due to or from related parties, whichuarelated to tax obligations, are generally seftlechsh within 60 days of each quarter-end.
The timing of the tax payments due to and from Ei8IGoverned by the tax sharing agreement with EMC.

Note Payable to EM(

In connection with VMware's acquisition of AirwWatcliMware and EMC entered into a note exchange aggaeon January 21, 2014
providing for the issuance of three promissory sdanethe aggregate principal amount of $1,500 anilli The total debt of $1,500 million also
included $450 million that was exchanged for thBGillion promissory note issued to EMC in Aprd@7, as amended and restated in June
2011.

The three notes issued may be prepaid without ffeaapremium, and outstanding principal is dudtmnfollowing dates: $680 million due
May 1, 2018, $550 million due May 1, 2020 and $&%llion due December 1, 2022 . The notes bear
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interest, payable quarterly in arrears, at the ahrate of 1.75% . For the three months ended Maicl2014 and 2013 , $5 million and $1
million , respectively, of interest expense wergoreed related to the notes payable. No additimmdyments of principal were made during the
first three months of 2014 .

L. Segment Information

VMware operates in one reportable operating segrtieus all required financial segment informatéam be found in the condensed
consolidated financial statements. Operating setgree defined as components of an enterprise alluah separate financial information is
evaluated regularly by the chief operating decisiaker in deciding how to allocate resources asdssng performance. VMware's chief
operating decision maker allocates resources aebsss performance based upon discrete finanfoahation at the consolidated level.

Revenues by geographic area for the three monttededarch 31, 2014 and 2013 were as follows (tbieillions):

For the Three Months Ended

March 31,
2014 2013
United States $ 64¢ $ 56¢
International 711 623
Total $ 1,36 $ 1,191

It is not practicable for VMware to determine remes by country other than the United States fothhee months ended March 31, 2014 and
2013.

Long-lived assets by geographic area, which primarclude property and equipment, net, as of M&@th2014 and December 31, 2048re
as follows (table in millions):

March 31, 2014 December 31, 2013

United States $ 77¢ % 741
International 60 58
Total $ 83€ $ 79¢

No individual country other than the United Staaesounted for 10% or more of these assets as affV&dt, 2014 and December 31, 2013 ,
respectively.
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ITEM 2. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

All dollar amounts expressed as numbers in this MO&xcept share and per share amounts) are iromslliPeriod-over-period changes are
calculated based upon the respective underlyingrraonded data. Unless the context requires otlserwie are referring to VMware, Inc. and its
consolidated subsidiaries when we use the termsweid,” the “Company,” “we,” “our” or “us.”

Overview

We are the leader in virtualization infrastructacdutions utilized by organizations to help tramsfdahe way they build, deliver and consume
information technology (“IT”) resources. We develnpd market our product and service offerings withree main product groups, and we also
seek to leverage synergies across these threeqbrachas.

» SDDC or Softwardefined Data Cent
e EndUser Computin
»  Hybrid Cloud Computin

We pioneered the development and application tdalization technologies with x86 serdegised computing, separating application softy
from the underlying hardware. The benefits to aisteamers include lower IT costs and a more autaireatel resilient systems infrastructure
capable of responding dynamically to variable bessndemands. Our broad and proven suite of viratain technologies are designed to
establish secure and, reliable IT environmentsaaititess a range of complex IT challenges that drectwst reduction, operational inefficiencies,
access to cloud computing capacity, business aghtiand corporate end-user computing device managé Our solutions enable organizations
to aggregate multiple servers, storage infrastrecind networks together into shared pools of dgptmat can be allocated dynamically, securely
and reliably to applications as needed. Once alettiese internal computing infrastructures, ootids,” can be dynamically extended by our
customers to the public cloud environment. Wheke) this results in a “hybrid” computing cloudhoeghly available internal and external
computing resources that organizations can accedemand. Our customers' deployments range irfreimea single virtualized server for small
businesses to thousands of virtual machines foFottune 1000 enterprise customers.

We have articulated a vision for the software-dedidlata center (“SDDC”), where increasingly infrasture is virtualized and delivered as a
service, enabling control of the data center teft@ely automated by software. The SDDC is designdransform the data center into an on-
demand service that addresses application requitsrbg abstracting, pooling, and automating theises that are required from the underlying
hardware. SDDC promises to dramatically simpliffadeenter operations and lower costs. The VMwalewm€Suite, which is our first integrated
solution toward realizing the SDDC vision and isdd upon our VMware vSphere virtualization platfpwas initially introduced in late 2012.
The VMware vCloud Suite addresses virtualizatiomatfonly CPU and memory, but also networks and@aged security services. In addition,
the vCloud Suite delivers a new approach to managgneveraging policy-based automation. VMwareoudl Suite is engineered for hybrid
cloud computing so that it federates with otherlpad infrastructure.

We believe that our solutions enable organizattorrgealize significant operational and cost efficies as they transition their underlying
legacy IT infrastructure. We work closely with mdihen 1,200 technology partners, including leadiexyer, microprocessor, storage, network
software and security vendors. We have sharedcioeic opportunities surrounding virtualizatiorttwbur partners by facilitating solution
development through open application programmitgrface (“APIs”) formats and protocols and proviglaccess to our source code and
technology. The endorsement and support of oungestfurther enhances the awareness, reputatioadopdion of our virtualization solutions.

We expect to grow our business by building longrteelationships with our customers, which includestinuing to sell our solutions
through enterprise license agreements (“ELAS”). Elake comprehensive volume license offerings afféi@h directly by us and through certain
channel partners that provide for multi-year maiatece and support. Under a typical ELA, a portibthe revenues is attributed to license
revenues and the remainder is primarily attribiitesbftware maintenance revenues. In additioninitiel maintenance and support period is
typically longer for ELAs compared to our transantil business. We believe that ELAs facilitate @ojective of building long-term relationships
with our customers as they commit to our virtuétdaetructure solutions in their data centers. EcAsprised 25% and 29% of our overall sales
during the first quarters of 2014 and 2013 , reSpely, with the balance primarily represented loy non-ELA, or transactional business.
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Acquisition of AirWatch

On February 24, 2014, we acquired A.W.S. HoldingCL(*"AirWatch Holding”), the sole member and equiitglder of AirWwatch LLC
(“AirWwatch”). AirWatch is a leader in enterprise bite management and security solutions. The adopnisof AirWatch expands our portfolio of
mobile solutions within the enterprise mobile ardwsity space. Revenues recognized subsequerd tiasing date of the acquisition of
AirWatch were not significant. We expect that tlegusition of Airwatch will increase our operatiegpenses during 2014 specifically related to
acquisition-related costs as well as increased eosgiion costs.

Results of Operations
Revenue:

Our revenues in the first quarter of 2014 and 20&8: as follows:

For the Three Months Ended

March 31,
2014 2013 $ Change % Change
Revenues:
License $ 561 $ 48t 3 72 15%
Services:
Software maintenance 701 60= 96 16
Professional services 98 98 — —
Total services 79¢ 70% 96 14
Total revenues $ 1,36 $ 1,191 $ 16¢ 14
Revenues:
United States $ 64¢ $ 56¢ $ 80 14%
International 711 622 89 14
Total revenues $ 1,36(C $ 1,191 $ 16¢ 14

License Revenues

License revenues in the first quarter of 2014 wgréd5% compared to the first quarter of 2013. @uenue growth rate was favorably
impacted during the first quarter of 2014 by anéase in license sales volume compared to the panw in the prior year. License revenue
recognized during the first quarter of 2014 relgtio sales transactions where revenue recognitasndeferred at the time of sale also increased
compared to the same period in the prior year.

Our revenue growth rate was negatively impactethbycontribution to Pivotal and the dispositiorotiier net assets under our realignment
plan. License revenues related to Pivotal andigfiasitions under our realignment plan were $12nguthe first quarter of 2013.

Services Revenues

In the first quarter of 2014, software maintenar@menues benefited from renewals, multi-year saftwaaintenance contracts sold in
previous periods, and additional maintenance cotstisold in conjunction with new software licenakes. In each period presented, customers
bought, on average, more than 24 months of suppadrmaintenance with each new license purchasadnwie believe illustrates our customers’
commitment to VMware as a core element of theiadatter architecture and hybrid cloud strategy.

Our revenue growth rate was negatively impactethbycontribution to Pivotal and the dispositiorotiier net assets under our realignment
plan. Service revenues related to Pivotal andigiasitions under our realignment plan were $3@nduthe first quarter of 2013.

Foreign Currency

We invoice and collect in the Euro, the British Rduthe Japanese Yen, the Australian Dollar andé€d& Renminbi in their respective
regions. As a result, our total revenues are afteby changes in the value of the U.S. Dollar agjdhlrese currencies. Foreign currencies did not
have a material impact when comparing license neggim the first quarter of 2014 to the first gaadf 2013.

20




Table of Contents

Unearned Revenues

Our unearned revenues as of March 31, 2014 andniese31, 2013 were as follows:

March 31, 2014 December 31, 2013
Unearned license revenues $ 45¢  $ 46E
Unearned software maintenance revenues 3,37¢ 3,30¢
Unearned professional services revenues 33t 32:
Total unearned revenues $ 417 % 4,092

Unearned license revenues are generally recognjea delivery of existing or future products ongegs, or will be recognized ratably over
the term of the arrangement. Future products imglidsome cases, emerging products that are dfeer@art of product promotions where the
purchaser of an existing product is entitled teiee a promotional product at no additional change to the extent promotional products have not
been delivered and vendor-specific objective ewidgfiVSOE”) of fair value cannot be establishe@ tevenue for the entire order is deferred
until such time as all product delivery obligatidresse been fulfilled. Increasingly, unearned lieersvenue may also be recognized ratably, w
is generally due to a right to receive unspecifigdre products or a lack of VSOE of fair valuetbe software maintenance element of the
arrangement. The amount of total unearned licemgenues may vary over periods due to the typeearal bf promotions offered, the portion of
license contracts sold with a ratable recognitiement, and when promotional products are deliveph general availability.

Unearned software maintenance revenues are astbilleuto our maintenance contracts and are geneealbgnized ratably, typically over
terms from one to five years with a weighted-averagmnaining term at March 31, 2014 of approximale@years. Unearned professional serv
revenues result primarily from prepaid professi@@bices, including training, and are generalgogmized as the services are delivered.

Cost of License and Services Revenues, and Opegdfixpenses
Cost of License Revenues

Our cost of license revenues principally consighefcost of fulfillment of our software, royaltgsts in connection with technology licensed
from third-party providers and amortization of inggble assets and capitalized software. The costlfiifment of our software includes IT
development efforts, personnel costs and relatedh@ad associated with the physical and electagligery of our software products.

For the Three Months Endec

March 31,
2014 2013 $ Change % Change
Cost of license revenues $ 48 3 56 $ @) (13)%
Stock-based compensation 1 1 — —
Total expenses $ 50 $ 57 $ @) (12)
% of Total revenues 4% 5%

Cost of license revenues decreased in the firsteuaf 2014 compared to the first quarter of 2ptigharily due to a decrease of $13 in
amortization of capitalized software developmergtsavhich was partially offset by an increase ist@d fulfilment of our software. As of
December 31, 2013, all previously capitalized safewdevelopment costs were fully amortized andiek w/e do not expect significant
amortization of capitalized software developmergtsaluring 2014.
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Cost of Services Revenues
Our cost of services revenues primarily includedbsts of personnel and related overhead to ddketmical support for our products and to
provide our professional services.

For the Three Months Ended

March 31,
2014 2013 $ Change % Change
Cost of services revenues $ 14z  $ 116 $ 25 21%
Stock-based compensation 9 7 2 27
$ 151  $ 12t $ 27 21

Total expenses
% of Total revenues 11% 10%

Cost of services revenues increased in the firsitquof 2014 compared to the first quarter of 2pfifharily due to an increase of $22 in
employee-related expenses and an increase inwesteur to provide technical support. These ineesavere generally proportional to the
increases in services revenues for the same cobiparariod. Equipment and depreciation costs astributed to the increase in cost of services

revenues. The increases were partially offset thgcaease of $10 of operating expenses related/taaPi

Research and Development Expenses
Our research and development (“R&D”) expenses telilne personnel and related overhead associatedheiR&D of new product
offerings and the enhancement of our existing sarivofferings.

For the Three Months Endec

March 31,
2014 2013 $ Change % Change
Research and development $ 23 % 20 3 24 12%
Stock-based compensation 60 62 2 3
Total expenses $ 29t % 271 3 22 8
% of Total revenues 22% 23%

R&D expenses increased in the first quarter of 28dmpared to the first quarter of 2013 primarilyyda growth in employee-related
expenses of $27, which was primarily driven by pkohincremental growth in headcount. Additionadigntractor costs and equipment and
depreciation expenses also increased by $9 inrgtefiarter of 2014 compared to the same compagadiod. The increases in expenses were

partially offset by a decrease of $15 of researcthdevelopment expenses related to Pivotal.
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Sales and Marketing Expenses

Our sales and marketing expenses include personst, sales commissions and related overheadatesbwith the sale and marketing of
our license and services offerings, as well astist of product launches. Sales commissions arergiynearned and expensed when a firm order
is received from the customer and may be expemsadgeriod other than the period in which the eglaevenue is recognized. Sales and
marketing expenses also include the net impact flamexpenses incurred and fees generated byrcertaketing initiatives, including our annt
VMworld and VMworld Europe conferences.

For the Three Months Endec

March 31,
2014 2013 $ Change % Change
Sales and marketing $ 43z % 381 $ 52 14%
Stock-based compensation 41 36 5 13
Total expenses $ 474 % 417  $ 57 14
% of Total revenues 35% 35%

Sales and marketing expenses increased in thefiester of 2014 compared to the first quarter@if®primarily due to growth in employee-
related expenses of $46, which was primarily dribgmlanned incremental growth in headcount. Tesaér extent, costs incurred for marketing
programs also contributed to the increase of expanthe first quarter of 2014, compared to theesaomparable period. The increases in
expenses in the first quarter of 2014 were paytiafiiset by a decrease of $10 of sales and maxketipenses related to Pivotal.

General and Administrative Expenses

Our general and administrative expenses includsopeel and related overhead costs to support thalbbusiness. These expenses include
the costs associated with our finance, human reseulT infrastructure and legal, as well as expemelated to corporate costs and initiatives and
facilities costs.

For the Three Months Endec

March 31,
2014 2013 $ Change % Change
General and administrative $ 134  $ 84 $ 49 58%
Stock-based compensation 17 14 3 20
Total expenses $ 151  $ 98 $ 52 53
% of Total revenues 11% 8%

General and administrative expenses increaseeifirh quarter of 2014 compared to the first geraof 2013 due to compensation expen:
$19 recognized relating to Airwatch merger consitlen that is payable in installments subject titade employment conditions. Additionally,
incremental growth in headcount resulted in angase of $15. The increase in the first quarteD@#Zompared to the prior year was also due to
an increase in IT development costs.

Realignment Charges

For the Three Months Endec

March 31,
2014 2013 $ Change % Change
Realignment charges $ — % 58 $ (58) (100)%
Stock-based compensation — 5 5) (100
Total expenses $ — 3 63 $ (63) (100
% of Total revenues —% 5%

Realignment charges decreased in the first quaft2014 compared to the first quarter of 2013 duthé completion of our realignment plan
which was initiated in January 2013 and completedfddecember 31, 2013.
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Interest Expense with EMC

Interest expense with EMC Corporation (“‘EMC”) of ®&he first quarter of 2014 increased by $4 comagavith the first quarter of 2013
primarily as a result of the additional debt weuassd from EMC. See Our Relationship with EMC disale for further information.

Other Income (Expense), Net

Other expense , net decreased by $3 comparedheitfir$t quarter of 2013 primarily due to the imipfom foreign currency rate movement,
net of hedges, which were not material.

Income Tax Provision (Benefit)

Our effective income tax rate was 18.6% and (5.B)@the first quarter of 2014 and 2013, respetyivEhe effective rate was higher in the
first quarter of 2014 primarily due to the expieetiof the federal research credit on December @13 2The retroactively enacted extension of the
federal research credit through December 31, 20b&h was passed by the United States Congressgddizinuary 2013, decreased our effective
rate for the first quarter of 2013 by approximat2®#s as a discrete event, as well as impactedniigah tax rate by approximately 2%. This was
partially offset by a favorable impact to the effee tax rate as a greater proportion of earningeevin foreign jurisdictions, which are taxed at
lower rates than our earnings in the U.S.

Our rate of taxation in foreign jurisdictions isMer than our U.S. tax rate. Our international inedamprimarily earned by our subsidiaries in
Ireland, where the statutory tax rate is 12.5%.eRedevelopments in non-U.S. tax jurisdictions anthvorable changes in non-U.S. tax laws and
regulations could have an adverse effect on oec¥e tax rate if earnings are lower than antiggan countries where the statutory tax rates are
lower than the U.S. federal tax rate. All incomened abroad, except for previously taxed incomeéJ@. tax purposes is considered indefinitely
reinvested in our foreign operations and no provigor U.S. taxes has been provided with respestiéh income. Our intent is to indefinitely
reinvest our non-U.S. funds in our foreign operagicand our current plans do not demonstrate atoeegatriate them to fund our U.S.
operations.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes, and exmecohtinue to be included in such
consolidated group for periods in which EMC ownteast 80% of the total voting power and value wf autstanding stock as calculated for U.S.
federal income tax purposes. The percentage afig@bwer and value calculated for U.S. federalimedax purposes may differ from the
percentage of outstanding shares beneficially oviayelMC due to the greater voting power of our €lBcommon stock as compared to our
Class A common stock and other factors. Each mepfteeconsolidated group during any part of a cbdated return year is jointly and sever:
liable for tax on the consolidated return of sueharyand for any subsequently determined deficiéimeseon. Should EMC's ownership fall below
80% of the total voting power or value of our oatgting stock in any period, then we would no lorgeicluded in the EMC consolidated group
for U.S. federal income tax purposes, and thusngdr be liable in the event that any income talility was incurred, but not discharged, by any
other member of the EMC consolidated group. Addéilty, our U.S. federal income tax would be repeparately from that of the EMC
consolidated group.

Although we file a consolidated federal tax retwith EMC, the income tax provision is calculatethparily as though we were a separate
taxpayer. However, certain transactions that weEM@ are parties to are assessed using consolitietedturn rules. Our effective tax rate in
periods presented is the result of the mix of ine@arned in various tax jurisdictions that appbr@ad range of income tax rates. The rate at
which the provision for income taxes is calculadéers from the U.S. federal statutory income tate primarily due to different tax rates in
foreign jurisdictions where income is earned anasatered to be indefinitely reinvested.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, changes inuginéss, regulations, or rates, changing
interpretation of existing laws or regulations, tigact of accounting for stock-based compensati@impact of accounting for business
combinations, changes in our international orgdimashifts in the amount of income before taxnedrin the U.S. as compared with other
regions in the world, and changes in overall leeélsicome before tax.

Our Relationship with EMC

As of March 31, 2014 , EMC owned 43,025,000 shafédass A common stock and all 300,000,000 shafr€dass B common stock,
representing 79.6% of our total outstanding shafeemmon stock and 97.2% of the combined votinggroof our outstanding common stock.
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EMC Reseller Arrangement, Other Services and Noty&ble

We and EMC engaged in the following ongoing intempany transactions, which resulted in revenues@cgipts and unearned revenues for

us:

Pursuant to an ongoing reseller arrangement BNMIC, EMC bundles our products and services with(Evproducts and sells them to
end-users.

EMC purchases products and services from us ferriat use
We recognize revenues for professional servicesdoagon such contractual agreements with E

From time to time, we and EMC enter into agreetsiéo collaborate on technology projects, and Ed{s us for services that we
provide to EMC in connection with such projects.

Information about our revenues and receipts andnmeel revenues from such arrangements with EM@#éthree months ended March 31,
2014 and 2013 consisted of the following:

Revenues and Receipts from Unearned Revenues from

EMC EMC

For the Three Months Ended As of As of
March 31, March 31, December 31,

2014 2013 2014 2013
Reseller revenues $ 46 $ 36 $ 17¢ 3 18¢
Professional services revenues 23 15 13 12
Internal-use revenues 7 3 14 20
Collaborative technology project receipts — 2 n/a n/e

We and EMC engaged in the following ongoing intempany transactions, which resulted in costs to us:

We purchase products and services for internafrose EMC

From time to time, we and EMC enter into agreetsi¢o collaborate on technology projects, and ayxeEMC for services provided to us
by EMC related to such projects.

In certain geographic regions where we do not lzewvestablished legal entity, we contract with EMiBssdiaries for support services
EMC personnel who are managed by us. The costsr@ttby EMC on our behalf related to these emplsyee passed on to us and we
are charged a mark-up intended to approximate dwstsvould have been charged had we contractesbfdr services with an unrelated
third party. These costs are included as expensagricondensed consolidated statements of incowh@@marily include salaries,
benefits, travel and rent. EMC also incurs cergaiministrative costs on our behalf in the U.S. #ratrecorded as expenses in our
condensed consolidated statements of income.

We incur interest expense on our note payable BMIC. See belov

Information about our costs from such arrangemettts EMC for the three months ended March 31, 28dd 2013 consisted of the
following:

For the Three Months Ended

March 31,
2014 2013
Purchases of products and services $ 21 $ 13
Collaborative technology project costs 3 1
EMC subsidiary support and administrative costs 41 36
Interest expense on note payable 5 1

Certain Stock-Based Compensation

Effective September 1, 2012, Pat Gelsinger succkBdal Maritz as Chief Executive Officer of VMwaRior to joining VMware, Pat
Gelsinger was the President and Chief Operating@fbf EMC Information Infrastructure ProductsuPKlaritz remains a board member of
VMware and currently serves as Chief Executive éeffiof Pivotal, a majority-owned subsidiary of EMGwvhich we have an ownership interest,
and as an executive officer of EMC. Both Paul Maaid Pat Gelsinger retain and continue to vesgiitain of their respective equity awards that
they held as of September 1, 2012. Stock-
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based compensation related to Pat Gelsinger's EMEZds will be recognized on our condensed condelitistatements of income over the
awards’ remaining requisite service periods. Effecsince September 1, 2012, stock-based compensaists related to Paul Maritz’s VMware
awards have been charged to EMC and have not beegnized by us.

Pivotal

During 2013, we transferred certain assets anditiab to Pivotal. We contributed certain asseis|uding intellectual property, to Pivotal,
and Pivotal assumed substantially all liabilitiedated to certain of our Cloud Application Platfoproducts and services, including VMware’s
Cloud Foundry, VMware vFabric (including Spring a@@dmFire) and Cetas organizations, except for ioetaagible assets related to Cloud
Foundry. As of March 31, 2014 , our ownership iegtiin Pivotal is 28% .

Additionally, we and Pivotal entered into an agreatrpursuant to which we will act as the sellingraggor the products and services we
contributed to Pivotal in exchange for a custon@ggncy fee. In the three months ended March 314 2@k recognized revenues of $2 from our
contractual arrangement with Pivotal. We also agjteerovide various transition services to PivoRalrsuant to the support agreement, costs
incurred by us to support Pivotal services are bbeirsed to us by Pivotal. During the three montrdgedrMarch 31, 2014 , we provided transition
services of $2 that are reimbursable by Pivotalvahith were recorded as a reduction to the costmegred. Additionally, we purchased an
immaterial amount of products and services forrirgkuse from Pivotal in the three months endeddW&d, 2014 .

Tax Sharing Agreement with EMC
Pursuant to a tax sharing agreement between uEMI@J] we made payments to EMC and EMC has made pagne us. The following tab
summarizes these payments made between us and BMQ the three months ended March 31, 2014 an8 201

For the Three Months Ended
March 31,

2014 2013
Payments from us to EMC $ 20 $ =

Payments between us and EMC under the tax shaghegment relate to our portion of federal incomxeseon EMC's consolidated tax return
as well as the state payments for combined statgnents from EMC to us relate to periods wherdagka stand-alone loss for U.S. federal and
state income tax purposes or where we had fedecaredits in excess of federal tax liabilitiesyf®ants from us to EMC are for estimated tax
payments primarily for U.S. federal income tax msgs. The amounts that we either pay to or redewe EMC for our portion of federal income
taxes on EMC’s consolidated tax return differ frita amounts we would owe on a separate return aadithe difference is presented as a
component of stockholders’ equity. In the three therended March 31, 2014 and 2013 , the differbet@een the amount of tax calculated on a
stand-alone basis and the amount of tax calcufgethe tax sharing agreement was not material.

Due To/From Related Parties, N

As a result of the related-party transactions \EKhC and Pivotal described above, amounts due tdrandrelated parties, net as of
March 31, 2014 consisted of the following:

As of March 31, 2014

Due to EMC $ (70)
Due from EMC 53
Due to Pivotal (11
Due from Pivotal 2
Due (to) from related parties, net $ (26)
Income tax payable due to EMC $ (30)

Balances due to or from related parties, whichuarelated to tax obligations, are generally seftiechsh within 60 days of each quarter-end.
The timing of the tax payments due to and from EllIGoverned by the tax sharing agreement with EMC.

Note Payable to EM(

In connection with our acquisition of Airwatch, wad EMC entered into a note exchange agreemerararady 21, 2014 providing for the
issuance of three promissory notes in the aggremateipal amount of $1,500 . The total debt of58ID, also
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included $450 that was exchanged for the $450 m®ony note issued to EMC in April 2007, as ameratetirestated in June 2011.

The three notes issued may be prepaid without geaapremium, and outstanding principal is duglanfollowing dates: $680 due May 1,
2018, $550 due May 1, 2020 and $270 due Decemi®2P . The notes bear interest, payable quaritedyrears, at the annual rate of 1.75% .
For the three months ended March 31, 2014 and 283&nd $1 , respectively, of interest expensewaerorded related to the notes payable. No
additional repayments of principal were made dutivefirst three months of 2014 .

By nature of EMC’s majority ownership of us, the@amts we recorded for our intercompany transactiatis EMC may not be considered
arm’s length with an unrelated third party. Therefthe condensed consolidated financial stateneciteded herein may not necessarily reflect
our results of operations, financial position aadrcflows had we engaged in such transactionsamitimrelated third party during all periods
presented. Accordingly, our historical results stlawt be relied upon as an indicator of our fugpeeformance as a stand-alone company.

Liquidity and Capital Resources

At March 31, 2014 and 2013, we held cash, caslvalgmts and short-term investments as follows:

March 31,
2014 2013
Cash and cash equivalents $ 2,78¢ $ 1,84(
Short-term investments 3,82¢ 3,097
Total cash, cash equivalents and short-term inversisn $ 6,61¢ $ 4,937

As of March 31, 2014 , we held a diversified pditfmf money market funds and fixed income secesitiotaling $6,093 . Our fixed income
securities are denominated in U.S. Dollars andistetsof highly liquid debt instruments of the Ugevernment and its agencies, U.S. municipal
obligations, and U.S. and foreign corporate debtistes. We limit the amount of our domestic antkinational investments with any single
issuer and any single financial institution, argbahonitor the diversity of the portfolio, therethyersifying the credit risk. As of March 31, 2014
our total cash, cash equivalents and short-termsimvents were $6,616 , of which $4,543 was helsideithe U.S. If these overseas funds were
needed for our operations in the U.S., we woulddogired to accrue and pay U.S. taxes on relatduiibuted earnings to repatriate these funds.
However, our intent is to indefinitely reinvest awon-U.S. earnings in our foreign operations andcourent plans do not demonstrate a need to
repatriate them to fund our U.S. operations.

We expect that cash generated by operations willslee as our primary source of liquidity. We alstidve that existing cash and cash
equivalents, together with any cash generated &penations will be sufficient to meet normal opegrgtrequirements for at least the next twelve
months. While we believe our existing cash and eaghvalents and cash to be generated by operatidiize sufficient to meet our normal
operating requirements, our overall level of casbds may be impacted by the number and size ofsitigus and investments we consummate
and the amount of stock we buy back in 2014. Onaign21, 2014 , in connection with our agreememtciguire AirWatch, we and EMC entered
into a note exchange agreement providing for thaaisce of three promissory notes in the aggregateipal amount of $1,500 . Please see below
for further details regarding these promissory so&hould we require additional liquidity, we magk to arrange debt financing or enter into
credit facilities.

Our cash flows summarized for the first quartee@f4 and 2013 were as follows:

For the Three Months Ended

March 31,
2014 2013
Net cash provided by (used in):
Operating activities $ 75C % 67€
Investing activities (1,199 (331)
Financing activities 931 (1149
Net increase in cash and cash equivalents $ 48: $ 231
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Operating Activities

Cash provided by operating activities increase@b¥ in the first quarter of 2014 from the first ¢jea of 2013 primarily as a result of
increased profitability, a decrease in accountsivable due to increased collections and an inereamcome taxes payable.

Investing Activities

Cash used in investing activities is generallyilattable to the purchase of fixed income securitiesiness acquisitions, and capital
expenditures. Cash provided by investing activisealso impacted by the timing of purchases, sahesmaturities of our available-for-sale
securities.

Cash used for business acquisitions in the firattgn of 2014 compared to the first quarter of 2@&3 significantly higher as a result of our
acquisition of AirwWatch in the first quarter of 20IThe increase in restricted cash primarily reléeamounts of merger consideration that will be
paid to certain AirWatch employees, subject to @ohiment of certain employment conditions.

Financing Activities

Net cash provided by financing activities during flist quarter of 2014 changed compared to ndt asd in financing activities the first
quarter of 2013 primarily as a result of the naggble exchange agreement we entered into with EMGnnection with our acquisition of
AirWatch.

Notes Payable to EM(
As of March 31, 2014 , $1,500 remained outstandim@ note payable to EMC, with interest payabletgus in arrears.

In connection with our acquisition of AirWatch, watered into a note exchange agreement with EM@aanary 21, 2014 providing for the
issuance of three promissory notes in the aggregmateipal amount of $1,500 . The total debt of58D, also included $450at was exchanged 1
the $450 promissory note issued to EMC in April 208 amended and restated in June 2011.

The three notes issued have the following princigmabunts and maturity dates: $680 due May 1, 2550 due May 1, 2020 and $270 due
December 1, 2022 .

The notes bear interest at the annual rate of 1. 718%rest is payable quarterly in arrears. Thiesimay be prepaid without penalty or
premium. We drew down on all three notes in lateuday 2014.

Critical Accounting Policies

Our condensed consolidated financial statementbamed on the selection and application of accogmtiinciples generally accepted in the
United States of America that require us to makienases and assumptions about future events tfeattahe amounts reported in our financial
statements and the accompanying notes. Futureseapdttheir effects cannot be determined with geytaTherefore, the determination of
estimates requires the exercise of judgment. Actasllts could differ from those estimates, andsugh differences may be material to our
financial statements. We believe that the critezaounting policies set forth within Item 7 of &@13 Annual Report on Form 10-K may involve
a higher degree of judgment and complexity in tapjplication than our other significant accounfirajjcies and represent the critical accounting
policies used in the preparation of our financfatements. If different assumptions or conditiorsemto prevail, the results could be materially
different from our reported results.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwaaking statements, including, without limitatistatements regarding: achieving fui
business growth by building long-term relationshigth our customers through the adoption of entsepicense agreements; our vision and
expected benefits of the SDDC; increased operatpgnses resulting from our acquisition of AirWatetaintaining our industry leadership
position; benefits of our products and servicesustomers; the recognition of unearned revenuentpact of our relationship with EMC
Corporation on taxes; acquisition accounting arddiductibility of goodwill and identifiable intaitde assets for U.S. income tax purposes; the
sufficiency of our liquidity and capital reservesftind our operations and business strategy; dlityaio generate positive cash flows from
operations; continuation of our stock repurchasgam; our effective tax rate and the effects aéptial developments in U.S. and non-U.S. tax
jurisdictions; future amortization of software dmment costs; our intent to indefinitely reinvest overseas earnings in our foreign operati
the lack of a material adverse effect on us dubdaesolution of pending claims, legal proceediagd investigations; and gains and losses
associated with foreign currency fluctuations.

These forward-looking statements involve risks andertainties and the cautionary statements sttt &nove and those contained in the
section of this report entitled “Risk Factors” iti§nimportant factors that could cause actual ltssto differ
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materially from those predicted in any such forwiraking statements. We assume no obligation td,damnot currently intend to, update these
forward-looking statements.

Available Information

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

our annual report on Form 10-K, quarterly repar Form 10-Q, current reports on Form 8-K, andaanendments to those reports, as
soon as reasonably practicable after we electriypiile that material with or furnish it to the Berities and Exchange Commission
(HSECH);

announcements of investor conferences, speacttkavents at which our executives talk about conlycts, services and competitive
strategies;

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

additional information on financial metrics, inding reconciliations of non-GAAP financial meassidiscussed in our presentations to
the nearest comparable GAAP measure;

press releases on quarterly earnings, productemite announcements, legal developments and attenal news

corporate governance information including centificate of incorporation, bylaws, corporate gamance guidelines, board committee
charters, business conduct guidelines (which comes our code of business conduct and ethicsptrat governance-related policies;

other news, blogs and announcements that we mayrpostime to time that investors might find udefuinteresting; an

opportunities to sign up for email alerts and R&&IE to have information pushed in real t

The information found on our website is not partasfd is not incorporated by reference into, tiniary other report we file with, or furnish
to, the SEC.

ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

There were no material changes to our market sipkgures in the three months ended March 31, 2884 Part Il, Iltem 7A, “Quantitative
and Qualitative Disclosures About Market Risk” off @013 Annual Report on Form 10-K for a detailextdssion of our market risk exposures.
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ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by the Exgbafct, under the supervision and with the parétign of our principal executive officer
and principal financial officer, of the effectivesseof the design and operation of our disclosuntrots and procedures, as defined in Rule 13a-15
(e) of the Exchange Act, as of the end of the gecimvered by this report. Based on this evaluaton principal executive officer and principal
financial officer concluded that, as of the endhef period covered by this report, our disclosunetiols and procedures were effective to provide
reasonable assurance that information requiree tidzlosed by us in the reports that we file dmsit under the Exchange Act is recorded,
processed, summarized and reported within the pieni@ds specified in the Securities and Exchangar@ission’s rules and forms and to provide
reasonable assurance that such information is adeted and communicated to our management, inajuaiim principal executive officer and
principal financial officer, as appropriate to alltimely decisions regarding required disclosures.

Changes in Internal Controls Over Financial Reportng

There were no changes in our internal control éimancial reporting during the most recent fiscaader ended March 31, 2014 that
materially affected, or are reasonably likely tatenizlly affect, our internal control over financraporting.

Limitations on Controls

Our disclosure controls and procedures and intewmratrol over financial reporting are designed ftovimle reasonable assurance of achieving
their objectives as specified above. Managemerg doeexpect, however, that our disclosure contitsprocedures or our internal control over
financial reporting will prevent or detect all ers@and fraud. Any control system, no matter how wesigned and operated, is based upon certain
assumptions and can provide only reasonable, rsof@le, assurance that its objectives will be fetther, no evaluation of controls can provide
absolute assurance that misstatements due tocerfi@ud will not occur or that all control issussd instances of fraud, if any, within the
Company have been detected.
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PART Il
OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

See Note | to the condensed consolidated finastagments in Part |, Item 1 of this Quarterly Repa Form 10-Q for a description of legal
proceedings. See also the risk factor entitled filésy become involved in litigation and regulatorguiries and proceedings that could negatively
affect us” in Part Il, Iltem 1A of this Quarterly &t on Form 10-Q for a discussion of potentiakgito our results of operations and financial
condition that may arise from legal proceedings.

ITEM 1A. RISK FACTORS

The risk factors that appear below could materiaffgct our business, financial condition and ressaf operations. The risks and uncertair
described below are not the only risks and unaeiés facing us. Our business is also subject heige risks and uncertainties that affect many
other companies.

Risks Related to Our Business

As the market for our computer virtualization prodts has matured, we have been increasingly develggind marketing products and servic
targeted toward the delivery, management and auttioraof information technology (“IT”) infrastructure, platforms and services through
cloud-based solutions. If businesses do not find cloud computing solutions compelling, our revengeowth and operating margins may
decline.

Our products and services are based on computeahlmation and related technologies that have ariignbeen used for virtualizing on-
premises data centers. As the market for dataceintealization has matured, we have increasimtgcted our product development and
marketing toward products and services that efald@esses to utilize virtualization as the fouiwtator cloud-based computing, management
and automation of the delivery of IT resources,-aser computing and Infrastructure as a serviaa@l') offerings including hybrid cloud
services. Our success depends on organizationsustminers perceiving technological and operatibeakfits and cost savings associated with
the increasing adoption of virtualization-basedasfructure and management solutions for cloud cwimgp, hybrid cloud services and end-user
computing. As the market for our data center vlizaéion products mature and the scale of our lassinncreases, it may be difficult to maintain
previous rates of growth in our product sales.dditon, to the extent that our newer cloud compuinfrastructure management and automation,
or software-defined data center (“SDDC"), solutiomsd-user computing, and hybrid cloud solutiomsaatopted more slowly or less
comprehensively than we expect, our revenue groatéds may slow materially or our revenue may dedinbstantially.

The large majority of our revenues have come fromr alata center virtualization products including eadlagship VMware vSphere product
line. Decreases in demand for our data center vatization products could adversely affect our reubf operations and financial condition.

The large majority of our revenues have come fromdata center virtualization products. Althoughaeatinue to develop other applicatic
for our virtualization technology such as our ersr computing products and hybrid cloud servicesexpand our offerings into related areas
expect that our data center virtualization prodacis related enhancements and upgrades will cotestitmajority of our revenue for the
foreseeable future. Declines and variability in dechfor our data center virtualization productsldmccur as a result of:

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

« failure to timely execute and implement our pretdstrategy, which could lead to quality issuetegration issues with ecosystem
partners, and difficulties in creating and markgtuwites of interoperable solutions;

« failure to release new or enhanced versions oflata center virtualization products on a timelyikas at all

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

» general economic conditiol

Also, as more and more businesses achieve thalzdtion of their data centers and other IT fumasi, the market for our VMware vSphere
product line may become saturated. If we fail tooduce compelling new features in future upgradesur VMware vSphere product line,
develop new applications for our virtualizationhirology or provide product suites based on the Vidw&phere platform that address customer
requirements for integration, automation and mamesge of their IT systems, demand for VMware vSpheeg decline.
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Due to our product concentration, our businesgigial condition, results of operations, and céshd would therefore be adversely affected
by a decline in demand for our data center viraaion products.

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

Over the last several years, we have introducedpreduct and technology initiatives that aim todeage our virtualization infrastructure
software products into the emerging areas of ctmmdputing and end-user computing as alternativéiset@rovisioning of physical computing
resources.

One of VMware’s core strategies is to deliver tbftvgare-defined data center. In 2010, we introdubedfirst of our vCenter and vCloud
products, which we combined in 2011 with our vShigdcurity product line to create our new Clouddstructure and Management (“CIMBuite
offering. In 2012, we delivered the vCloud Suitdjet delivers a comprehensive suite for cloud caingun a single SKU with simplified
licensing.

In 2012, we acquired two companies that furtherbthWdre’s SDDC strategy; Dynamic Ops, a providerlofid automation solutions that
enable provisioning and management of IT servicessa heterogeneous environments, and Nicira, @aesr of software-defined networking
and a leader in network virtualization for openrseunitiatives. In 2013, we acquired Virsto Softe/aa developer of software that optimizes
storage performance and utilization in virtual eariments.

We also continue to expand and enhance our endzasgguting offerings, such as VMware View and HoniSuite, a solution that provides
end users with a single place to get access todpglications, data and desktops and gives Ifiglssimanagement console to manage
entitlements, policies and security. In 2012, wguied Wanova, a leading provider of intelligensktep solutions that centralize and simplify
management of physical desktop images while engbliers to take advantage of the native performahad®C. In 2013, we acquired Desktone,
a leader in the Desktop-as-a-Service space. Ifirftguarter of 2014, we acquired AirWatch, a leaith enterprise mobile management.

In the second quarter of 2013, we introduced obridycloud service called vCloud Hybrid Servicelm@l Hybrid Service is designed to
deliver a public cloud as a service offering tlsahiteroperable with our customers’ existing VMwaintualized infrastructure, enabling customers
to extend the same skills, tools, networking araliggy models across both on-premise and off-prerarsvironments. We are currently making
significant investments in developing and introsigchew technologies and product offerings relavealr SDDC, vCloud Hybrid Service and ¢
user and mobile computing initiatives.

In the first quarter of 2014, we acquired AirWataHeader in enterprise mobile management andigesotutions. The acquisition of
AirWatch expands our portfolio of mobile solutionghin the enterprise mobile and security space.

The expansion of our offerings to deliver the SDRAdress IT management and automation, and enbanemduser computing capabilitit
and our hybrid cloud offerings subjects us to add#l risks, such as the following:

» These initiatives may present new and diffitetthnological challenges. Significant investmeritshve required to acquire and develop
solutions to those challenges. Customers may chaais® adopt our new product or service offeriagd we may be unable to recoup or
realize a reasonable return on our investments.

» Some of our new initiatives are hosted by tipadties whom we do not control but whose failurerevent service disruptions, or other
failures or breaches may require us to issue areditefunds or indemnify or otherwise be liabletstomers or third parties for damages
that may occur. Any transition of our services frarthird party hosting service to our own data eentvould also entail a risk of service
disruption during a transition. We may be subjeatlaims if customers of these service offeringsegience service disruptions or
failures, security breaches, data losses or othelity issues.

» The success of these new offerings depends tingotooperation of hardware, software and clouditgpsendors to ensure
interoperability with our products and offer comphg products and services to end users. If weiaable to obtain such cooperation, it
may be difficult and more costly for us to achidwectionality and service levels that would make wew products and services
attractive to end users.

* We will need to develop and implement approprga-to-market strategies and train our sales fioroeder to effectively market
offerings in product categories in which we mayédass experience than our competitors. Accordjregig users could choose
competing products and services over ours, evaurctf offerings are less advanced than ours.

»  Our increasing focus on developing and markefinghanagement and automation and laaS (includiftgvare-defined networking and
vCloud Hybrid Services), offerings that enable oostrs to transform their IT systems will requirgreater focus on marketing and
selling product suites and more holistic solutioagher than selling on a product-pyeduct basis. Consequently, we will need to dgv
new strategies for marketing and selling our offgsi, our customers’ purchasing decisions may beconare complex and require
additional levels of approval and the durationadés cycles for our offerings may increase.
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»  We will need to develop appropriate pricing &gges for our new product initiatives. For examgl@as frequently been challenging for
software companies to derive significant revenueashs from open source projects, such as certaaradfferings. Additionally, in son
cases our new product initiatives are predicatedomverting free and trial users to paying custeneéthe premium tiers of these
services, and therefore we must maintain a suffic@enversion ratio for such services to be prbféaAlso, certain of our new product
initiatives have a subscription model. We may retble to accurately predict subscription renewats or their impact on results, and
because revenue is recognized for our servicestbgderm of the subscription, downturns or uptunnsales may not be immediately
reflected in our results.

» The success of vCloud Hybrid Service will be elegient on the final global implementation of thenhg and building successful go-to-
market strategies. We will need to build sales gigeand infrastructure to support the new offgrifihis hybrid cloud offering involves
significant risk and may not be accepted by custentaurther, this offering may lead our team taucsdthe time spent on selling our
existing product portfolio, which could have a mtlenegative impact on revenues.

»  Our new products and services may compete Vffihiogs from companies who are members of our kdgez and technology partner
ecosystem. Consequently, we may find it more diffito continue to work together productively ohet projects, and the advantages
derive from our ecosystem could diminish.

» The cloud computing and virtualized end-user potimg industries are in early stages of develognm@tiher companies seeking to enter
and develop competing standards for the cloud ctimgpsepace, such as Microsoft, IBM, Oracle, Googimazon and Cisco, and the
end-user computing space, such as Citrix and Migtrosave introduced or are likely to introduceitlmvn initiatives that may compete
with or not be compatible with our cloud and enérusomputing initiatives which could limit the degrto which other vendors develop
products and services around our offerings anduseds adopt our platforms.

« Emerging IT sectors, such as those within |@& frequently subject to a “first mover” effectrgpuant to which certain product and
service offerings can rapidly capture a signifigaottion of market share and developer attentitrer@fore, if competitive product and
service offerings in these sectors gain broad aolojpefore ours, it may be difficult for us to dape such offerings regardless of the
comparative technical merit, efficacy or cost of ptoducts and services.

» Developing and launching new technologies in nexasras we are doing with our VMware NSX virtualvogking, Virtual SAN virtual
storage and vCloud Hybrid Service initiatives, lieggisignificant investments of resources and oftetails greater risk than incremental
investments in existing industries. If these inmemtts are not successful, our rate of growth malirgeor reverse and our operating
results will be negatively affected.

* Marketing and selling new technologies to errisgs requires significant investment of time agsburces in order to educate customers
on the benefits of our new product offerings. Thesestments can be costly and the additional eféauired to educate both customers
and our own sales force can distract from theorésfto sell existing products and services.

As our vSphereelated products continue to mature, our futuremee growth is increasingly dependent on reveram frur new product ar
technology offerings. Our newer initiatives maylégs profitable than our established products vamdhay not be successful enough in these
newer activities to recoup our investments in thérany of these risks were to occur, it could dgmaur reputation, limit our growth and
negatively affect our operating results.

Our recently launched vCloud Hybrid Service offegrrelies upon a number of third-party providers fdata center space, equipment,
maintenance and other colocation services, and kbgs of, or problems with, one or more of theseyiders may impede the growth of our
vCloud Hybrid Service offerings, adversely impacirglans to expand the service and damage our regiain.

We recently launched our vCloud Hybrid Service digervice offerings in 2013 in the United Stated announced plans to expand the
services globally. Our vCloud Hybrid Service offeys rely upon third-party providers to supply dzgater space, equipment maintenance and
other colocation services. While we have entertmlvarious agreements for the lease of data ceptare, equipment maintenance and other
services, third parties could fail to live up te ttontractual obligations under those agreementsXample, a data center landlord may fail to
adequately maintain its facilities or provide aprapriate data center infrastructure for whictsiteésponsible. If that were to happen, our abiti
deliver services at levels acceptable to our custerand at levels that we have committed to coeldripaired. Additionally, if the third parties
that we rely on do fail to deliver on their obligats, our reputation could be damaged, our custemuld lose confidence in us, and our abilit
maintain and expand our vCloud Hybrid Service afigs would be negatively impaired.
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Ongoing uncertainty regarding global economic cotidns and the stability of regional financial marke may reduce information technology
spending below current expectations and therefodvarsely impact our revenues, impede -user adoption of new products and services and
product and service upgrades, and adversely imgagctcompetitive position

Our business depends on the overall demand fomiation technology and on the economic health ofcomrent and prospective customers.
The purchase of our products and services is diaretionary and may involve a significant comnatrhof capital and other resources. Weak
economic conditions or significant uncertainty nelijjag the stability of financial markets could adsely impact our business, financial condition
and results of operations in a number of waysuificlg by lengthening sales cycles, affecting tlze sif enterprise license agreements (“ELAS")
that customers will commit to, reducing the leviebor non-ELA transactional sales, lowering prié@sour products and services, reducing unit
sales and reducing the rate of adoption of ourymtsdand services by new customers and the widisgof current customers to purchase
upgrades to our existing products and servicesekample, a recurrence of the sovereign debt éndtsirope or that region's failure to recover
from recession would threaten to suppress demahd@ancustomers’ access to credit in that regidrickvis an important market for our products
and services. Additionally, in response to susthie@nomic uncertainty, many national and localegoments that are current or prospective
customers for our products and services, incluttieg).S. federal government, have made, or thredttmmake, significant spending cutbacks
which could reduce the amount of government spgndimlT and the potential demand for our produnts services from the government sector.

Regional economic uncertainty can also result megal and ongoing tightening in the credit markietser levels of liquidity, increases in t
rates of default and bankruptcy and significanatitity in the credit, equity and fixed income mat&. As a result, current or potential customers
may be unable to fund software purchases, whickdazause them to delay, decrease or cancel puslodseir products and services. Even if
customers are willing to purchase our productssamdices, if they do not meet our credit requiretsiame may not be able to record accounts
receivable or unearned revenue or recognize regdnoim these customers until we receive paymenit;iwtould adversely affect the amount of
revenues we are able to recognize in a partic@aog.

In addition, although we plan to continue makimgtglgic investments in our business, many of oorpeiitors have significantly greater
financial, technical and other resources than weadd if the economic recovery is anemic or notaned, they may be better positioned to
continue investment in competitive technologies.

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

The virtualization, cloud computing, end-user cotimmuand software-defined data center industriedrgerrelated and rapidly evolving. W
experienced increased competition during 2013 apdat it to remain intense in 2014. For example;rbBoft continues to make incremental
improvements to its virtual infrastructure and wat management products and is expected to relgmisged versions of its Hyper V virtualization
product. In September 2012, Microsoft began shippifindows Server 2012, which includes a more adedmnersion of its Hyper-V
virtualization product which continues its pustoithe virtualization space, its System Center 20drdle of management products targeted at
legacy and virtual environments and its VDI offgriior smaller businesses. Microsoft also offerSlaapabilities in Azure with a similar hybrid
cloud message. We also face competition from atberpanies that have announced a number of new grodiatives, alliances and
consolidation efforts. For example, Citrix Systernsatinues to enhance its end-user desktop and ityadifierings and their networking and cloud
platform offerings . IBM, Google and Amazon havésérg cloud computing offerings and announced oBud computing initiatives. Amazon
released their Workspaces offering for the Daa$esped Hat has released commercial versions ofltimat have virtualization capabilities as
part of the Linux kernel (*KVM”) and has also anmmed plans for cloud computing products. Other camgs have indicated their intention to
expand offerings of virtual management and cloudpating solutions as well. Additionally, our hybdtbud computing offering, which allows
enterprises to pool internal and external IT resesirunning on a common vSphere infrastructure et@spwith low-cost public cloud
infrastructure offerings such as Amazon EC2 andgBoGompute Engine. Enterprises and service providave also shown significant interes
building their own clouds based on open sourcesptsjsuch as OpenStack.

Following our recent acquisition of Nicira and tlesulting release of our NSX product, a numberoofigetitors have announced software-
defined networking offerings. Specifically, Ciscashannounced plans to ship its Application Cemtrfi@structure product in the coming year.

We believe that the key competitive factors invhraualization and cloud computing spaces include:
» the level of reliability, security and new functadity of product offerings
» the ability to provide comprehensive and scalablet®ns, including management and security cajisds|

» the ability to offer products and services thabport multiple hardware platforms, operating exyst, applications and application
development frameworks;
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» the ability to deliver an intuitive end-user exignce for accessing data, applications and ssfiom a wide variety of enaser device:
« the ability to effectively run traditional IT appétions and emerging applicatic

» the proven track record of formulating and delimgra roadmap of virtualization and cloud computiagabilities

» the ability to attract and preserve a large insthblase of custome

» pricing of products and services, individually andbundles

» the ability to attract and preserve a large nunab@pplication developers to develop to a giverudlecosyster

» the ability to create and maintain partneringantunities with hardware vendors, infrastructuwtvgare vendors and cloud service
providers;

» the ability to develop robust indirect sales chasyranc
« the ability to attract and retain cloud, virtuatioa and systems experts as key emplo

Existing and future competitors may introduce piduand services in the same areas we serve aditdeserve, and competing products
services may have better performance, lower primetser functionality and broader acceptance tharpmducts and services. Our competitors
may also add features to their virtualization, esds and cloud computing products similar to feeguhat presently differentiate our product
offerings from theirs. Many of our current or pdiahcompetitors also have longer operating hisrgreater name recognition, larger customer
bases and significantly greater financial, techngales, marketing and other resources than we&hls.competition could result in increased
pricing pressure and sales and marketing expetierepy materially reducing our operating margargj could also prevent our new products
services from gaining market acceptance, therelhying our ability to increase, or causing us te|ararket share. Increased competition also
may prevent us from entering into or renewing sErgiontracts on terms similar to those that weectly offer and may cause the length of our
sales cycle to increase. Additionally, some of @ampetitors and potential competitors supply a wigieety of products and services to, and have
well-established relationships with, our currend @nospective end users. For example, small tounedized businesses and companies in
emerging markets that are evaluating the adopfimirtnalization-based technologies and solutiores/re inclined to consider Microsoft
solutions because of their existing use of Windand Office products. Some of these competitors rattee past and may in the future take
advantage of their existing relationships to engadmisiness practices that make our products enices less attractive to our end users. Other
competitors have limited or denied support for tlagiplications running in VMware virtualization eronments. These distribution, licensing and
support restrictions, as well as other businesstipes that may be adopted in the future by ourpmtitors, could materially impact our prospects
regardless of the merits of our products and sesvilm addition, competitors with existing relasbips with our current or prospective end users
could in the future integrate competitive capaietitinto their existing products and services aaftarthem available without additional charge.
For example, Oracle provides free server virtusiirasoftware intended to support Oracle and noae@rapplications, and Microsoft offers its
own server virtualization software packaged wighWwindows Server product and offers binltvirtualization in the client version of WindowAas
a result, existing VMware customers may elect ®p®ducts that are perceived to be “free” or “Mery cost” instead of purchasing VMware
products and services for certain applications wlieey do not believe that more advanced and raaystbilities are required. Competitors may
also leverage open source technologies to offer @elow cost products and services capable ofrgufricing pressure on our own product
offerings. By engaging in such business practicescompetitors can diminish competitive advantagesnay possess by incentivizing end users
to choose products that lack some of the techaidahntages of our own offerings. In addition, eNenistomers find our products and services to
be technically superior, they may choose to employnultiple-vendor’ strategy, where they purposely deploy multiple wadn their
environment in order to prevent any one vendor fgaiming too much control over their IT operations.

We also face potential competition from our parsn&or example, third parties currently selling ptoducts and services could build and
market their own competing products and servicenamket competing products and services of othedess. If we are unable to compete
effectively, our growth and our ability to sell piucts and services at profitable margins could aterrally and adversely affected, which could
materially and adversely impact our financial coiodi and results of operations.

Industry alliances or consolidation may result im¢reased competitior

Some of our competitors have made acquisitionseateted into or extended partnerships or othetegfi@relationships to offer more
comprehensive virtualization and cloud computinigitsans than they individually had offered. Citi®ystems continues to invest in desktop
virtualization marketing by continuing its collaladion with Microsoft and has acquired smaller ptayike Zenprise, Virtual Computer and
Framehawk. IBM acquired SoftLayer to increase tbata center footprint and grow their cloud businé4oreover, information technology
companies are increasingly seeking to deliver tepetttom IT solutions to end users that combinemmiselevel hardware and software solutit
to provide an alternative to our
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virtualization platform. For example, Oracle offémtegrated hardware and software virtualizatiotsans, and Microsoft and Hewlett-Packard
continued their collaboration based on Microsadtsud computing and virtualization platforms. Ind#@gbn, Citrix offers an laaS cloud services
solution, and Red Hat continued to invest in the®yirtualization Alliance (“OVA”) to bolster KVM s a direct competitor to VMware vSphere.
In 2012, Dell acquired Wyse Technologies to bolggeability to serve the “cloud client” space a@dest to enhance its management and
automation solutions. A number of competitors atéva in the emerging software-defined networkipgee. For example, in 2013, Cisco
acquired Insieme, and Juniper acquired Contraileé®ys in late 2012. In June 2013, Oracle and Midtasdered into a partnership pursuant to
which Oracle now supports the use of Oracle pradimcMicrosoft Hyper-V deployments as well as WindoAzure. We expect these trends to
continue as companies attempt to strengthen ortaiaitheir positions in the evolving virtualizatiorfrastructure and enterprise IT solutions
industry. Many of the companies driving this tréraVe significantly greater financial, technical arlder resources than we do and may be better
positioned to acquire and offer complementary petgland technologies. The companies and alliarmsedting from these possible combinations
may create more compelling product and serviceiaffs and be able to offer greater pricing flextpithan we can or may engage in business
practices that make it more difficult for us to quete effectively, including on the basis of prisales and marketing programs (such as providing
greater incentives to our channel partners toasetimpetitor’'s product), technology or product fimeality. This competition could result in a
substantial loss of customers or a reduction inrewenues, which could materially and adverselyaictur financial condition and results of
operations.

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

The virtualization, cloud computing, end-user cotimmy and SDDC industries are characterized bydrggthnological changes, changing
customer needs, frequent new software productdotiions and evolving industry standards. The thiation of third-party solutions embodying
new technologies and the emergence of new inde&indards could make our existing and future seéwalutions obsolete and unmarketable.
Cloud computing is proving to be a disruptive teabgy that will alter the way that businesses comsumanage and provide physical IT
resources, applications, data and IT services. \Afenot be able to establish or sustain our tholggittership in the cloud computing and
enterprise software fields, and our customers neayiew our products and services as innovativelseut-of-breed, which could result in a
reduction in market share and our inability to coameha pricing premium over competitor products semices. We may not be able to develop
updated products and services that keep pace edgtimblogical developments and emerging industnydstals and that address the increasingly
sophisticated needs of our customers or that ipgzede with new or updated operating systems artaae devices or certify our products and
services to work with these systems and devices wsult, we may not be able to accurately pretéetifecycle of our software solutions, and
they may become obsolete before we receive the @inodwevenues that we anticipate from them. Thgere assurance that any of our new
offerings would be accepted in the marketplaceni8aant reductions in server-related costs orrtbe of more efficient infrastructure
management software could also affect demand fosaftware solutions. As hardware and processarsrhe more powerful, we will have to
adapt our product and service offerings to takeaathge of the increased capabilities. For examyide the introduction of more powerful
servers presents an opportunity for us to proviteeb products for our customers, the migratiosesfers to microprocessors with an increasing
number of multiple cores also allows an end usén wigiven number of licensed copies of our sofentarmultiply the number of virtualization
machines run per server socket without having tahmse additional licenses from us. If we are umébrevise our solutions and offerings in
response to new technological developments, olityatmi retain or increase market share and revetinu¢he virtualization software space could
be materially adversely affected.

Our operating results may fluctuate significantlyvhich makes our future results difficult to prediend may result in our operating results
falling below expectations or our guidance and cauthe price of our Class A common stock to decli

Our operating results may fluctuate due to a wanéfactors, many of which are outside of our cohtAs a result, comparing our operating
results on a period-to-period basis may not be imgéu. Our past results should not be relied upsran indication of our future performance. In
addition, a significant portion of our quarterlytesatypically occurs during the last month of theder, which generally reflects customer buying
patterns for enterprise technology. As a result,quarterly operating results are difficult to pictéven in the near term. If our revenues or
operating results fall below the expectations @€siors osecurities analysts or below any guidance we mayige to the market, the price of «
Class A common stock would likely decline substahti

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

» general economic conditions in our domestic iaternational markets and the effect that thesalitioms have on our customers’ capital
budgets and the availability of funding for softegmurchases;

» fluctuations in demand, adoption rates, sales eyatel pricing levels for our products and serv

» fluctuations in foreign currency exchange r¢
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» changes in customensudgets for information technology purchases antiertiming of their purchasing decisic

» the timing of recognizing revenues in any gigerarter, which, as a result of software revenuegseition policies, can be affected by a
number of factors, including product announcemeseita programs and product promotions that carecav&nue recognition of certain
orders to be deferred until future products to Wwtdastomers are entitled become available;

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

» our ability to develop, introduce and ship itirmely manner new products and services and enhats that meet customer demand,
certification requirements and technical requiretsien

» the introduction of new pricing and packaging medet our product offering
« the timing of the announcement or release of uggzgad new products and services by us or by oupetitors

» our ability to maintain scalable internal syssefor reporting, order processing, license fulféim, product delivery, purchasing, billing
and general accounting, among other functions;

« our ability to control costs, including our opengtiexpense

» changes to our effective tax re

» theincreasing scale of our business and its effiectur ability to maintain historical rates of gtb;

« our ability to attract and retain highly skilled ployees, particularly those with relevant expereeimcsoftware development and se
» our ability to conform to emerging industry stardfaand to technological developments by our corgustand customel

» renewal rates and the amounts of the renewalslfAsB&s original ELA terms expir

» the timing and amount of software developmeststhat may be capitalized beginning when teclyicéd feasibility has been
established and ending when the product is avaifavlgeneral release;

« unplanned events that could affect market peimepf the quality or costffectiveness of our products and solutions;
» the recoverability of benefits from goodwill andja@red intangible assets, and the potential impantof these asse

The failure by customers to renew large license egment transactions on a satisfactory basis coulatenially adversely affect our business,
financial condition, operating results and cash fio

Our core customers are large enterprises with fpali enterprise license agreements each of whidaies substantial aggregate fee
amounts. The failure to renew those transactiotisdarfuture, or to replace those enterprise liceggeements with new transactions of similar
scope, on terms that are commercially attractivestoould materially adversely affect our businésgncial condition, operating results and cash
flow.

Our current research and development efforts mayt peoduce significant revenues for several yeafst all.

Developing our products and services is expen§he.investment in research and development mayesoldt in marketable products or
services or may result in products and servicestéha longer to generate revenues, or may genlesgeevenues, than we anticipate. Our
research and development expenses were over 2b% tftal revenues first three months of 2014 anithé fiscal year 2013. Our future plans
include significant investments in software reskamd development and related product opportunkii&sbelieve that we must continue to
dedicate a significant amount of resources to esearch and development efforts to maintain oumpetitive position. However, we may not
receive significant revenues from these investmfemtseveral years, if at all.

Our products and services are sold using ELAs ahdbugh our transactional business, and this stratemay not drive long-term sales and
revenue growth.

We sell our products and services through two pmaeans, which we refer to as our ELA and our Bas, or transactional, sales.
ELAs are comprehensive long-term license agreentkatgprovide for multi-year maintenance and suppod constitute an increasing
percentage of total overall sales. In recent psri@8% to 40% of our overall sales each quartee haen
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comprised of ELAs. These are generally larger semesactions, typically driven by our direct sdlese and are primarily attractive to our larger
enterprise customers.

Transactional sales, in contrast, tend to be smiallscope, shorter in duration with a standardyeer maintenance term, and are principally
driven by our sales channel partners. Historicélfigy have represented two-thirds to three-quadiessir overall sales.

During 2013, we expanded the sales of productsstech as our vCloud suite, that integrate adwan@magement and automation features
with our vSphere cloud infrastructure platform avtuich are primarily sold through ELAs. We beliebhatt ELAs help us grow our business by
building long-term relationships with our enterprisustomers.

Although our year-over-year growth rates for ovesales and ELA sales both increased in 2013 cosdpar2012, the year-over-year growth
rate for our transactional sales declined in 20if8mared to 2012. As we develop and add new prahaservice capabilities to our higher-end
product offerings, and as our ELA volume continteegrow, we may not be successful in our strategpdrease the value of the products and
services sold through the transactional businesss€juently, we may not be able to increase salages in our transactional business or help
attract new customers to our product ecosystemauittenhanced product features and capabilities.

If our overall go-to-market strategy is not sucbéas®ur growth rates may decline further, and business, financial condition and results of
operations could be materially adversely affected.

Our sales cycles can be long and unpredictable, eales efforts require considerable time and experend timing of sales is subject to
changing purchasing behaviors of our customers. &sesult, our sales are difficult to predict and maary substantially from quarter to
quarter, which may cause our operating results todtuate significantly.

The timing of our revenues is difficult to predi€iur sales efforts involve educating our custorad@ut the use and benefit of our products
and services, including their technical capabsitigotential cost savings to an organization avduatages compared to lower-cost products and
services offered by our competitors. Customerscglfyi undertake a significant evaluation process kas in the past resulted in a lengthy sales
cycle which typically lasts several months, and ha&y a year or longer. We spend substantial taffert and money on our sales efforts without
any assurance that our efforts will produce angssdh addition, product and service purchasefrageently subject to budget constraints,
economic conditions, multiple approvals, and unpéhadministrative, processing and other delaysebiceer, the greater number of competitive
alternatives, as well as announcements by our ctitmsethat they intend to introduce competitiveealatives at some point in the future, can
lengthen customer procurement cycles, cause yeetalsadditional time and resources to educate sei wn the advantages of our product and
service offerings and delay product and servicess&économic downturns and uncertainty can alssecaustomers to add layers to their internal
purchase approval processes, adding further timestdes cycle. Additionally, as we sell more patgand services to domestic and foreign
governments, we may encounter lengthier sales gyctanplicated budgeting processes and compleximoent regulations. These factors can
have a particular impact on the timing and lendtouw ELA sales cycles and our overall sales duang particular fiscal period may have greater
variability as a greater portion of our sales igimatilizing ELAs.

Additionally, our quarterly sales have historicakflected an uneven pattern in which a dispropoéie percentage of a quarter’s total sales
occur in the last month, weeks and days of eacht@u&imilarly, our yearly sales have historicalbflected a disproportionate percentage of the
year’s sales in the fourth fiscal quarter. Thestepas make prediction of revenues, earnings ariting capital for each financial period
especially difficult and uncertain and increasertbk of unanticipated variations in financial citi@h and results of operations. We believe this
uneven sales pattern is a result of many factatading the following:

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

« the fourth quarter influence of customers spegdieir remaining capital budget authorizatiompto new budget constraints in the
following year; and

» seasonal influences, such as holiday or vacatidogs

If sales expected from specific customers for éidar quarter are not realized in that quarteataall, our results could fall short of public
expectations and our business, financial condaiwh results of operations could be materially asklgraffected.

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

Our success depends largely upon the continuedtssref our existing management. We are also sotistig dependent on the continued
service of our key development personnel for produad service innovation and timely development and
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delivery of upgrades and enhancements to our egigtioducts and services. The market for expetivené developers upon whom we rely has
become increasingly competitive. We generally dohawe employment or non-compete agreements witlexigting management or
development personnel, and, therefore, they caunfdibate their employment with us at any time withpenalty and could pursue employment
opportunities with any of our competitors. Changesianagement and key employees can also leadliioadl unplanned losses of key
employees. The loss of key employees could sesidwsim our ability to release new products andisesvon a timely basis and could
significantly help our competitors.

Because competition for our target employees iitge, we may not be able to attract and retain ltighly skilled employees we need
support our planned growth, and our compensatiorpexises may increas

To execute on our strategy, we must continue tactand retain highly qualified personnel. Competifor these personnel is intense,
especially for senior sales executives and engingigh high levels of experience in designing aededoping software. We may not be successful
in attracting and retaining qualified personnel. Mé&e from time to time in the past experienced,\@a expect to continue to experience in the
future, difficulty in hiring and retaining highlykéled employees with appropriate qualificationsafy of the companies with which we compete
for experienced personnel have greater resoure@swh have. Research and development personnalsaraggressively recruited by startup and
emerging growth companies, which are especially@@ many of the technical areas and geogra@gons in which we conduct product and
service development. In addition, in making emplewptrdecisions, particularly in the high-technolaggustry, job candidates often consider the
value of the stock-based compensation they areciive in connection with their employment. Dedinethe value of our stock could adversely
affect our ability to attract or retain key emplegeand result in increased employee compensatjpenegs. If we fail to attract new personnel or
fail to retain and motivate our current personoel, business and future growth prospects couldbersly harmed.

Our success depends upon our ability to develop pesducts and services, integrate acquired produstsl services and enhance our existing
products and services and develop appropriate besgand pricing model:

If we are unable to develop new products and sesyinitegrate acquired products and services, erhard improve our products and sup
services in a timely manner, or position or price products and services to meet market demanthroess may not buy new software licenses
from us, update to new versions of our softwareenew product support. In addition, informationhieslogy standards from both consortia and
formal standards-setting forums as well as de factdketplace standards are rapidly evolving. Wenaaprovide any assurance that the standards
on which we choose to develop new products andcgesrwill allow us to compete effectively for buses opportunities in emerging areas such as
cloud computing.

New product and service development and intrododtigolves a significant commitment of time andowses and is subject to a number of
risks and challenges including:

* managing the length of the development cyclenfaw products and services and product and seevicancements, which has frequently
been longer than we originally expected;

e increasing complexity of our product offeringsvee introduce product suites such as our vClotig Suhich can significantly increase
the development time and effort necessary to aehiew interoperability of product suite componewitiie maintaining product quality;

* managing customerfansitions to new products and services, whichreaalt in delays in their purchasing decisi

» adapting to emerging and evolving industry stanslartti to technological developments by our congrstand customel
* entering into new or unproven markets with whichhage limited experienc

* reacting to trends and predicting which technolegiél be successful and develop into industry déads

» tailoring our business and pricing models appetply as we enter new markets and respond to etitive pressures and technological
changes;

* incorporating and integrating acquired products t@stinologies; ar
» developing or expanding efficient sales chan

In addition, if we cannot adapt our business mottekeep pace with industry trends, our revenuedddoe negatively impacted. For exam
if we increase our adoption of subscription-basedmy models for our products, we may fail to peting at levels appropriate to maintain our
revenue streams or our customers may choose toydemiducts from our competitors that they beliake priced more favorably. Additionally,
we may fail to accurately predict subscription ngakrates or their impact on results of operati@mgl because revenue from subscriptions is
recognized for our services over the
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term of the subscription, downturns or upturnsales may not be immediately reflected in our res#ls we offer more products that depend on
converting users of free services to users of pramservices and as such services grow in sizeghulity to maintain or improve and to predict
conversion rates will become more important.

Breaches of our cybersecurity systems could degragieability to conduct our business operations addliver products and services to @
customers, delay our ability to recognize revenaempromise the integrity of our software productesult in significant data losses and the
theft of our intellectual property, damage our retation, expose us to liability to third parties, dmrequire us to incur significant additional
costs to maintain the security of our networks addta.

We increasingly depend upon our IT systems to condttually all of our business operations, ramgfrom our internal operations and
product development activities to our marketing asalés efforts and communications with our custsraed business partners. Unauthorized
parties have attempted to penetrate our networkrisg@nd our website. Such cyberattacks threatenisappropriate our proprietary information
and cause interruptions of our IT services. Bec#lus¢echniques used by unauthorized persons esaar sabotage networks change frequently
and may not be recognized until launched agaitestgeet, we may be unable to anticipate these tqaksi Further, if unauthorized access or
sabotage remains undetected for an extended pariode, the effects of such breach could be eXzated. In addition, sophisticated hardware
and operating system software and applicationsvtbgiroduce or procure from third parties may ciondefects in design or manufacture,
including “bugs” and other problems that could ymentedly interfere with the operation of the syst@uar exposure to cybersecurity threats and
negative consequences of cybersecurity breachekkeiy increase as our vCloud Hybrid Service Imgsis expands and we store increasing
amounts of customer data and host or manage gatstmmers’ businesses in cloud-based IT envirarisne

We have also outsourced a number of our businessidns to third party contractors, and our busregerations also depend, in part, on the
success of our contractors’ own cybersecurity nregsWe also use third parties to provide colocagiervices (i.e. data center services) for our
hybrid cloud offering. Similarly, we rely upon diktutors, resellers, system vendors and systeragriators to sell our products and our sales
operations depend, in part, on the reliabilityladit cybersecurity measures. Additionally, we debepon our employees to appropriately handle
confidential data and deploy our IT resources fe sad secure fashion that does not expose ouonieystems to security breaches and the loss
of data. Accordingly, if our cybersecurity systeamsl those of our contractors, partners and verfddit® protect against unauthorized access,
sophisticated cyberattacks and the mishandlingate Hy our employees, contractors, partners ororsndur ability to conduct our business
effectively could be damaged in a number of wayduiding:

» sensitive data regarding our business, includitglectual property and other proprietary data,ddae stoler

» our electronic communications systems, includingail and other methods, could be disrupted, amébility to conduct our business
operations could be seriously damaged until sustesys can be restored and secured;

» our ability to process customer orders and edeatally deliver products and services could bgrdded, and our distribution channels
could be disrupted, resulting in delays in reveragognition;

» defects and security vulnerabilities could bpleited or introduced into our software product®or hybrid cloud offering, thereby
damaging the reputation and perceived reliabilitgt aecurity of our products and services and piatigntnaking the data systems of our
customers vulnerable to further data loss and ay&idents; and

» personally identifiable or confidential data of @mustomers, employees and business partners cewtblen or los

Should any of the above events occur, we couldibgest to significant claims for liability from owustomers, regulatory actions from
governmental agencies, our ability to protect ateliectual property rights could be compromised anr reputation and competitive position
could be significantly harmed. Also, the regulatand contractual actions, litigations, investigasigfines, penalties and liabilities relating tdada
breaches that result in losses of personally iflebte or credit card information of users of oandces can be significant in terms of fines and
reputational impact, and necessitate changes tbuminess operations that may be disruptive tédditionally, we could incur significant costs
in order to upgrade our cybersecurity systems antediate damages. Consequently, our financial pedioce and results of operations could be
adversely affected.

Our products and services are highly technical amdy contain errors, defects or security vulnerab#is which could cause harm to our
reputation and adversely affect our business.

Our products and services are highly technicalemdplex and, when deployed, have contained andomatain errors, defects or security
vulnerabilities. Some errors in our products ovees may only be discovered after a product orisethas been installed and used by customers.
Any errors, defects or security vulnerabilitiescdigered in our products or services after commerelaase could result in loss of revenues or
delay in revenue recognition, loss of customersiaaased service and warranty cost, any of wbithd adversely affect our business, financial
condition and results of operations. Undiscovendderabilities in our products or services coulgase them to hackers or other unscrupulous
third parties who develop and
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deploy viruses, worms, and other malicious softymograms that could attack our products or sesvitethe past, VMware has been made a
of public postings by hackers of portions of ouree code. It is possible that the released saiode could expose unknown security
vulnerabilities in our products and services ttaatld be exploited by hackers or others. We may ialserit unknown security vulnerabilities wh
we integrate the products or services of compéahgswe acquire into existing and new VMware prddue services.

Actual or perceived security vulnerabilities in quioducts or services could harm our reputationlead some customers to return produc
services, to reduce or delay future purchases oseccompetitive products or services. End usdrs,nely on our products and services for the
interoperability of enterprise servers and appiicet that are critical to their information systemmay have a greater sensitivity to product errors
and security vulnerabilities than customers fotwgafe products generally. Any security breacheddclmad to interruptions, delays and data loss
and protection concerns. By their nature, sectwigaches are often difficult to detect and theufaito detect a breach for an extended period of
time could significantly increase the damage itldmause. In addition, we could face claims fordut liability, tort or breach of warranty,
including claims relating to changes to our prodwttd services made by our channel partners. Giraots with customers contain provisions
relating to warranty disclaimers and liability liimiions, which may not be upheld, and customerschadnel partners may seek indemnification
from us for their losses and those of their custsmigefending a lawsuit, regardless of its mesitastly and time-consuming and may divert
management’s attention and adversely affect th&etiarperception of us and our products and sesviceaddition, if our business liability
insurance coverage proves inadequate or future@geés unavailable on acceptable terms or abatlpusiness, financial condition and result
operations could be adversely impacted.

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

Revenues from customers outside the United Statepiised approximately 52.3% of our total revenindsoth the first three months ended
2014 and 2013 . We have sales, administrativearesend development and technical support pers@nnamerous countries worldwide. We
expect to continue to add personnel in additionahtries. Additionally, our investment portfoliccindes investments in non-U.S. financial
instruments and holdings in non-U.S. financialitnsibns, including European institutions. Our imtational operations subject us to a variety of
risks, including:

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

* increased exposure to foreign currency exchangerisk
« difficulties in enforcing contracts and collectiagcounts receivable, and longer payment cyclegcély in emerging marke'
« difficulties in delivering support, training andconentation in certain foreign mark

» tariffs and trade barriers and other regulatorgantractual limitations on our ability to sell ogwelop our products and services in cer
foreign markets;

» economic or political instability and security cengs in countries that are important to our intéomal sales and operatio

* macroeconomic disruptions, such as monetarycesit crises, that can threaten the stabilityoel and regional financial institutions
and decrease the value of our international invests;

» the overlap of different tax structures or charigeaternational tax law

* reduced protection for intellectual property rightgluding reduced protection from software piracysome countrie
« difficulties in transferring funds from certain adues; an

» difficulties in maintaining appropriate controldatng to revenue recognition practic

Additionally, as we continue to expand our busirgdebally, we will need to maintain compliance wittgal and regulatory requirements
covering the foreign activities of U.S. corporagpsuch as export control requirements and theigrof@orrupt Practices Act, as well as with lo
regulatory requirements in non-U.S. jurisdictiohbese risks will increase as we expand our operatio locations with a higher incidence of
corruption and fraudulent business practices. Qocess will depend, in large part, on our abilityhticipate and effectively manage these and
other risks associated with our international ofi@na. We expect a significant portion of our grbwa occur in foreign countries, which can add
to the difficulties in maintaining adequate managetrand compliance systems and internal contrads fiwancial reporting, and increase
challenges in managing an organization operating@iious countries. In addition, potential fallétgm recent
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disclosures related to the U.S. Internet and conications surveillance could also make foreign cumgtes reluctant to purchase cloud computing
products and services from U.S.-based companieswgyalr our growth rate in foreign markets.

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

If operating system and hardware vendors do not gemte with us or we are unable to obtain early ass to their new products, or acces:
certain information about their new products to et that our solutions interoperate with those pnacts, our product development efforts rr
be delayed or foreclosed.

Our products interoperate with Windows, Linux artitleo operating systems and the hardware devicesrmérous manufacturers. Develog
products that interoperate properly requires sulisigpartnering, capital investment and employesmurces, as well as the cooperation of the
vendors and developers of the operating systeméamhivare. Operating system and hardware vendoysoteprovide us with early access to
their technology and products, assist us in theseldpment efforts or share with or sell to us apglication programming interfaces, or APIs,
formats or protocols we may need. If they do nowjate us with the necessary early access, assistarroprietary technology on a timely basis,
we may experience product development delays anbéle to expand our products into other areash&extent that software or hardware
vendors develop products that compete with outhage of our controlling stockholder, EMC Corpavat{"EMC"), they may have an incentive
to withhold their cooperation, decline to shareessoor sell to us their proprietary APIs, protoaoslformats, or engage in practices to actively
limit the functionality, compatibility and certifation of our products. To the extent that we eimtier collaborations or joint development and
marketing arrangements with certain hardware aftd/ace vendors, vendors who compete with our coltative partners may similarly choose to
limit their cooperation with us. In addition, hardre or operating system vendors may fail to cedifgupport or continue to certify or support our
products for their systems. If any of the foregaoiregurs, our product development efforts may baydal or foreclosed and our business and
results of operations may be adversely affected.

We rely on distributors, resellers, system vendansl systems integrators to sell our products and/gees, and our failure to effectively develc
manage or prevent disruptions to our distributiolm@&nnels and the processes and procedures that setthem could cause a reduction in the
number of end users of our products and services.

Our future success is highly dependent upon maimigiand increasing the number of our relationshijls distributors, resellers, system
vendors and systems integrators. Because we ralystiibutors, resellers, system vendors and systatagrators, we may have little or no
contact with the ultimate users of our products sewices, thereby making it more difficult fortesestablish brand awareness, ensure proper
delivery and installation of our products and segsi service ongoing customer requirements, estigrat-user demand and respond to evolving
customer needs.

Recruiting and retaining qualified channel partreard training them in the use of our technology prmaiuct offerings requires significant
time and resources. In order to develop and expandistribution channel, we must continue to expand improve our processes and procec
that support our channel, including our investmergystems and training, and those processes acédgures may become increasingly complex
and difficult to manage. The time and expense reduor sales and marketing organizations of oanael partners to become familiar with our
product and service offerings, including our newdurct and service developments, may make it mdfieudt to introduce those products and
services to end users and delay end-user adogdtmur groduct and service offerings.

We generally do not have long-term contracts orimmimn purchase commitments with our distributorsehers, system vendors and systems
integrators, and our contracts with these chanaehprs do not prohibit them from offering produatservices that compete with ours. Our
competitors may be effective in providing incensite existing and potential channel partners torfgvoducts and services of our competitors or
to prevent or reduce sales of our products andce=rvCertain system vendors now offer competinmi&iization products preinstalled on their
server products and services. Additionally, our petitors could attempt to require key distributimrgnter into exclusivity arrangements with
them or otherwise apply their pricing or marketiegerage to discourage distributors from offering products and services. Accordingly, our
channel partners may choose not to offer our prisdared services exclusively or at all. Our failtoegnaintain and increase the number of
relationships with channel partners would likelsdeto a loss of end users of our products andasyvivhich would result in us receiving lower
revenues from our channel partners. Three of atribditors each accounted for 10% or more of regemuring the first three months of 2014 .
Our agreements with distributors are typically texable by either party upon 30 to 90 days’ prioitien notice to the other party, and neither
party has any obligation to purchase or sell amgpcts or services under the agreements. Whilealievie that we have in place, or would hav
place by the date of any such termination, agre&smeith replacement distributors sufficient to main our revenues from distribution, if we
were to lose the distribution services of a sigaifit distributor, such loss could have a negatiygaict on our results of operations until such time
as we arrange to replace these distribution sexvidth the services of existing or new distributors

42




Table of Contents

The concentration of our product sales among a Ited number of distributors and the weakness in dtedarkets increase our potential credit
risk. Additionally, weakness in credit markets couhffect the ability of our distributors, reselleend customers to comply with the terms of
credit we provide in the ordinary course of busise#\ccordingly, if our distributors, resellers artistomers find it difficult to obtain credit or
comply with the terms of their credit obligationis,could cause significant fluctuations or declings our product revenues.

Three of our distributors each accounted for 10%nore of revenues during the first three monthadif4 . We anticipate that sales of our
products to a limited number of distributors witintinue to account for a significant portion of doial product revenues for the foreseeable
future. The concentration of product sales amomtgiredistributors increases our potential creidks. For example, approximately 43% of our
total accounts receivable as of March 31, 2014fveas our three largest distributors. Some of ostributors may experience financial
difficulties, which could adversely impact our @ation of accounts receivable. One or more of tidésteibutors could delay payments or default
on credit extended to them. Our exposure to crestis of our distributors may increase if our disitors and their customers are adversely
affected by global or regional economic conditiohdditionally, we provide credit to distributorgsellers, and certain end-user customers in the
normal course of business. Credit is generallyreded to new customers based upon a credit evatu&iedit is extended to existing customers
based on ongoing credit evaluations, prior payrh&tbry, and demonstrated financial stability. W allow distributors and customers to
purchase and receive shipments of products in exafgfeir established credit limit. We are unableecognize revenue from such shipments
until the collection of those amounts becomes nealsly assured. Any significant delay or defaulthe collection of significant accounts
receivable could result in an increased need fao wbtain working capital from other sources, fldgon worse terms than we could have
negotiated if we had established such working ehpésources prior to such delays or defaults. giggificant default could result in a negative
impact on our results of operations and delay bilityto recognize revenue.

Our revenues, collection of accounts receivable dirhncial results may be adversely impacted byctlwation of foreign currency exchange
rates. Although foreign currency hedges can offsetme of the risk related to foreign currency flutions, we will continue to experience
foreign currency gains and losses in certain instaes where it is not possible or cost effective ¢nldpe our foreign currency exposure

Our revenues and our collection of accounts rebéévianay be adversely impacted as a result of fatiios in the exchange rates between the
U.S. Dollar and foreign currencies. For example haee distributors in foreign countries that maguinhigher costs in periods when the value of
the U.S. Dollar strengthens against foreign cuiiemdne or more of these distributors could dpkyments or default on credit extended to tl
as a result. Any significant delay or default ie ttollection of significant accounts receivableldaesult in an increased need for us to obtain
working capital from other sources. If we determim& the amount of accounts receivable that islleatible is greater than our estimates, we
would recognize an increase in bad debt expensehwiould have a negative impact on our resultsparations. In addition, in periods when the
value of the U.S. Dollar strengthens, we may neeaffer additional discounts, reduce prices orroffier incentives to mitigate the negative
effect on demand.

We invoice and collect in certain non-U.S. Dollandminated currencies, thereby conducting a podf@ur revenue transactions in
currencies other than the U.S. Dollar. Althougls firiactice may alleviate credit risk from our dimitors during periods when the U.S. Dollar
strengthens, it shifts the risk of currency fluttoias to us and may negatively impact our revenaesicipated cash flows and financial results due
to fluctuations in foreign currency exchange rapasticularly the Euro, the British Pound, the Jegse Yen and the Australian Dollar relative to
the U.S. Dollar. While variability in operating ngém may be reduced due to invoicing in certainhaf local currencies in which we also recognize
expenses, increased exposure to foreign currenciufitions will introduce additional risk for vabitity in revenue-related components of our
condensed consolidated financial statements.

We enter into foreign currency forward contractbeédge a portion of our net outstanding monetasgtasand liabilities against movement
certain foreign exchange rates. Although we exffecgains and losses on our foreign currency faheantracts to generally offset the majority
of the gains and losses associated with the uridgrfgreign-currency denominated assets and lisslihat we hedge, our hedging transactions
may not yield the results we expect. Additionaliyg expect to continue to experience foreign cugreyans and losses in certain instances where
it is not possible or cost effective to hedge aueign currency exposures.

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

From time to time, we are involved in various legalministrative and regulatory proceedings, claiesnands and investigations relating to
our business, which may include claims with respecommercial, product liability, intellectual grerty, employment, class action, whistleblo
and other matters. In the ordinary course of bssingMware also receives inquiries from and hasugisions with government entities regarding
the compliance of its contracting and sales prastwith laws and regulations. Such matters caimie ¢onsuming, divert managemendttentior
and resources and cause us to incur significargresgs. While no formal legal proceedings that chalee a material impact on our financial
condition or results
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of operations have been commenced, there can bBssupance that actions will not be taken in theréutFurthermore, because litigation and the
outcome of regulatory proceedings are inherentfpyredictable, it is possible that our business,faia condition or results of operations could be
negatively affected by an unfavorable resolutionmd or more of such proceedings, claims, demanitwestigations.

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

Our business is subject to federal, state andnat®mal laws and regulations regarding privacy amadection of personal data. As Internet
commerce continues to evolve, regulation by fedstate and foreign governments or agencies iartbas of data privacy and data security is
likely to increase. Other nations currently haveagaivacy laws that, in some respects, are moirggsint than privacy standards in the United
States. As we expand our operations in these deantur liability exposure the complexity and costompliance with data and privacy
requirements will likely increase. We collect caritand other personal or identifying informatioarfr our customers. Additionally, in connection
with some of our new product initiatives, includiogr webbased services, mobile services and our vCloudib\g#rvice offering, we expect tl
our customers may increasingly use our servicegot@ and process personal information and otherrdeta. We post, on our websites, our
privacy policies and practices concerning our trestt of personal data. We also often include pyivaammitments in our contracts. Any failure
by us to comply with our posted privacy policiether federal, state or international privacy-redade data protection laws and regulations, or the
privacy commitments contained in our contracts deakult in proceedings against us by governmemi#ties or others, which could have a
material adverse effect on our business, finardadition and results of operations. In addititve increased attention focused upon liability
issues as a result of lawsuits and legislative gsals could harm our reputation or otherwise imfiaeigrowth of our business.

It is possible that these laws and regulations beainterpreted and applied in a manner that isngistent with our data practices. If so, in
addition to the possibility of fines and penaltiagjovernmental order requiring that we changedata practices could result, which in turn could
have a material adverse effect on our businesspiamee with such an order may involve significaosts or require changes in business
practices that result in reduced revenue. Nonc@anpé could result in penalties being imposed oor wge could be ordered to cease conducting
the noncompliant activity.

In addition to government regulation, privacy aca@mcand industry groups or other third parties m@ypose new and different self-
regulatory standards that either legally or contralty apply to our customers or us. Any inabilityadequately address privacy concerns, even if
unfounded, or comply with applicable privacy oralptotection laws, regulations and standards, caddlt in additional cost and liability to us,
damage our reputation, reduce sales and harm surdss.

Additionally, our virtualization technology is useg cloud computing vendors, and we have expande¢hgolvement in the delivery and
provision of cloud computing through business atlies with various providers of cloud computing &8y and software and expect to continue to
do so in the future. The application of U.S. andiimational data privacy laws to cloud computingdas is uncertain, and our existing contrac
provisions may prove to be inadequate to proteétams claims for data loss or regulatory noncommigmade against cloud computing provic
who we may partner with. Accordingly, the failucedomply with data protection laws and regulatibp®ur customers and business partners
provide cloud computing services could have a nadtadverse effect on our business.

Since some of our products and services are wetdbasr customers store their data on our servet®ar vendors’ servers. This data may
include personal data. It may also include protebtalth information (“PHI”) that may be subjectféaleral, state and international health care
privacy, data privacy or security laws, includimg tHealth Insurance Portability and Accountabiitt (“HIPAA”). HIPAA has been amended by
the Health Information Technology for Economic &lohical Health Act (“HITECH Act”) with the resubf increased civil penalties. As a result
of HIPAA and the HITECH Act, business associates Wwave access to PHI provided by covered entitidsogher business associates are now
directly subject to HIPAA. When our customers pl&tdl into our web-based services, including vClélydrid Service or our services hosted on
our vCloud Hybrid Service, we may be required tmpty with HIPAA'’s data security requirements andynhe liable for sanctions and penalties
for failure to do so. Any systems failure or compise of our security that results in the releaseusfcustomers’ data could (i) subject us to
substantial damage claims from our customersexXose us to costly regulatory remediation, amdh@rm our reputation and brand. We may
need to expend significant resources to protedhagsecurity breaches.

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

Our contracts with our customers may include unige specialized performance requirements. Inqudati, our contracts with federal, ste
local and non-U.S. governmental customers and mangements with distributors and resellers who salydirectly to governmental customers
are subject to various procurement regulationstraonprovisions and other requirements relatintip&r formation, administration and
performance. Any failure by us to comply with pgiens in our customer contracts or any violatiog@fernment contracting regulations could
result in the imposition of various civil and crimal penalties, which may include termination ofttacts, forfeiture of profits, suspension of
payments and, in the case of
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our government contracts, fines and suspension futtme government contracting. Further, any neggiublicity related to our customer
contracts or any proceedings surrounding themydéggss of its accuracy, may damage our businesaféect our ability to compete for new
contracts. In the ordinary course of business, Vidvadso receives inquiries from and has ongoingudisions with government entities regarding
the compliance of its contracting and sales prastiith laws and regulations. While no formal lggaceedings that could have a material im

on our financial condition or results of operatidvae been commenced, there can be no assuraneetibas will not be commenced in the
future. If our customer contracts are terminatbdiei are suspended from government work or finesttoer government sanctions are imposed, or
if our ability to compete for new contracts is acbady affected, our business, operating resulfgiancial condition could be adversely affected.

If we are unable to protect our intellectual propgrrights, our competitiveposition could be harmed or we could be requiredriour
significant expenses to enforce our right

We depend on our ability to protect our propriet@ghnology. We rely on trade secret, patent, dghyand trademark laws and
confidentiality agreements with employees and thedies, all of which offer only limited protectioAs such, despite our efforts, the steps we
have taken to protect our proprietary rights mayb@adequate to preclude misappropriation of ocopnetary information or infringement of our
intellectual property rights, and our ability tolige such misappropriation or infringement is utaier, particularly in countries outside of the
United States. Further, with respect to patenttsighre do not know whether any of our pending gaeplications will result in the issuance of
patents or whether the examination process willirequs to narrow our claims. To the extent thalittwhal patents are issued from our patent
applications, which are not certain, they may hatested, circumvented or invalidated in the futiddereover, the rights granted under any issued
patents may not provide us with proprietary pratecor competitive advantages, and, as with anjrtelogy, competitors may be able to develop
similar or superior technologies to our own nowrothe future. In addition, we rely on confidenitialor license agreements with third parties in
connection with their use of our products and tetbgy. There is no guarantee that such partiesalitie by the terms of such agreements or that
we will be able to adequately enforce our righigpart because we rely on “click-wrap” and “shrinkap” licenses in some instances.

Detecting and protecting against the unauthorizedad our products, technology and proprietarytsgh expensive, difficult and, in some
cases, impossible. Litigation may be necessaryérfuture to enforce or defend our intellectualpemy rights, to protect our trade secrets or to
determine the validity and scope of the proprietaghits of others. Such litigation could resulsimbstantial costs and diversion of management
resources, either of which could harm our busin@sancial condition and results of operations, #mete is no guarantee that we would be
successful. Furthermore, many of our current aridmial competitors have the ability to dedicatestantially greater resources to protecting
technology or intellectual property rights than dge Accordingly, despite our efforts, we may notliée to prevent third parties from infringing
upon or misappropriating our intellectual propemfich could result in a substantial loss of ourkeashare.

We provide access to our hypervisor and other gel@source code to partners, which creates addgiatisk that our competitors could develc
products that are similar to or better than our

Our success and ability to compete depend subsiigntpon our internally developed technology, whis incorporated in the source code
our products. We seek to protect the source caggg code, documentation and other informaticettired to our software, under trade secret and
copyright laws. However, we have chosen to proaicisess to our hypervisor and other selected scoeto several dozen of our partners for
co-development, as well as for open APIs, formatsotocols. Though we generally control accesautcsource code and other intellectual
property, and enter into confidentiality or licermgeements with such partners, as well as witremployees and consultants, this combinatic
procedural and contractual safeguards may be iniirff to protect our trade secrets and other sigivour technology. Our protective measures
may be inadequate, especially because we may radilbéo prevent our partners, employees or can#glfrom violating any agreements or
licenses we may have in place or abusing theirssogeanted to our source code. Improper disclazuuse of our source code could help
competitors develop products similar to or bettantours.

We are, and may in the future be, subject to claibysothers that we infringe or contribute to thefimgement of their proprietary technology,
which could force us to pay damages or prevent usf using certain technology in our products.

Companies in the software and technology industives large numbers of patents, copyrights, tradksyand trade secrets and frequently
enter into litigation based on allegations of inflkment or other violations of intellectual progeights. This risk may increase as the number of
products and competitors in our market increasesmputing, networking, storage, and software tetdgies increasingly converge. The thre:
intellectual property infringement claims againstoay increase in the future because of constahhddogical change in the segments in which
we compete, extensive patent coverage of existiclgnologies and the rapid rate of issuance of raenps, it is possible that the number of these
claims may grow. Additionally, there is an incredsisk that our competitors will use their intelieal property rights to limit our freedom to
operate and exploit our products or to otherwiselblus from taking full advantage of our markets.
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In addition, as a well-known information technolagympany, we risk being the subject to an incrgasimber of intellectual property
infringement claims, including claims by entitiésit do not have operating businesses of their owlrtlzerefore limit our ability to seek
counterclaims for damages and injunctive reliefy &laim of infringement by a third party, even oméhout merit, could cause us to incur
substantial costs defending against the claimcantt distract our management from our businessh&mmore, a party making such a claim, if
successful, could secure a judgment that requies pay substantial damages. A judgment couldiatdode an injunction or other court order
that could prevent us from offering our productsatidition, we might be required to seek a licdos¢he use of such intellectual property, which
may not be available on commercially reasonabledenr at all. Alternatively, we may be requiredi&velop non-infringing technology, which
could require significant effort and expense ang mitimately not be successful. Any of these eventdd seriously harm our business, operating
results and financial condition. Third parties nadgo assert infringement claims against our custemed channel partners. Any of these claims
could require us to initiate or defend potentigliptracted and costly litigation on their behadfgardless of the merits of these claims, because we
generally indemnify our customers and channel pastfrom claims of infringement of proprietary rigiof third parties in connection with the |
of our products. If any of these claims succeedmag be forced to pay damages on behalf of ouboouests or channel partners, which could
negatively affect our results of operations.

Our use of “open source” software in our productsuld negatively affect our ability to sell our prodts and subject us to possible litigation.

A significant portion of the products, technologgsservices acquired, licensed, developed or edfféy us may incorporate so-called “open
source” software, and we may incorporate open gosmftware into other products in the future. Sopgén source software is generally licensed
by its authors or other third parties under opamr@®licenses, including, for example, the GNU Gahlublic License, the GNU Lesser General
Public License, “Apache-style” licenses, “BSD-shjieenses and other open source licenses. We oromilr use of open source software in an
effort to avoid subjecting our products to condiave do not intend. Although we believe that weeheomplied with our obligations under the
various applicable licenses for open source soéwlzait we use, there is little or no legal precédermerning the interpretation of many of the
terms of most of these licenses, and thereforpatential impact of these terms on our businessrisewhat unknown and may result in
unanticipated obligations regarding our product$ ehnologies. For example, we may be subjectedrtain conditions, including requirements
that we offer our products that use the open sosoftevare for no cost, that we make available smeode for modifications or derivative works
we create based upon incorporating, using or Higirig the open source software, or that we licsust modifications or derivative works under
the terms of the particular open source licensg. &rthese obligations could have an adverse impactur intellectual property rights and our
ability to derive revenue from products incorpargtthe open source software.

If an author or other third party that distribugeseh open source software were to allege that wenbacomplied with the conditions of one
more of these licenses, we could be required tarisignificant legal expenses defending againgt sllegations. Although we have received
inquiries regarding open source license complidoceoftware used in our products, no formal lggalceedings that would have a material
impact on our results of operations or financialdion have been filed. However, there can bessumnce that actions will not be taken in the
future. If our defenses were not successful, wddche subject to significant damages. We could bésenjoined from the distribution of our
products that contained the open source softwabe oequired to modify our products in order to phnwith the conditions of the open source
license(s) in question, thereby disrupting theritigtion and sale of some of our products. In additif we combine our proprietary software with
open source software in a certain manner, undee span source licenses we could be required tagelthe source code of our proprietary
software, which could substantially help our coritpet develop products that are similar to or bettan ours.

In addition to risks related to license requirersensage of open source software exposes us thiakdiffer from the use of third-party
commercial software because open source licensoerglly do not provide warranties or assurandélefor controls on origin of the software.
addition, many of the risks associated with usdggen source software such as the lack of waeramti assurances of title cannot be eliminated
and could, if not properly addressed, negativelgcafour business. We have established processedg@ddress these risks, including a review
process for screening requests from our developorgahizations for the use of open source and adimdpappropriate due diligence of the use
of open source software in the products develogetbimpanies we acquire, but we cannot ensure thrgirocesses will be sufficient, all open
source software will be submitted for approval pt@use in our products, or all open source softvimdiscovered during due diligence.
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We offer a number of products under open sourceelises that subject us to additional risks and ckaljes, which could result in increased
development expenses, delays or disruptions tadease or distribution of those software solutigrand increased competition.

Several of our product offerings are distributedemopen source licenses. Additionally, in July 20&e acquired Nicira whose expertise i
software-defined networking and whose principadpigis contain some open source software. Softvedugians that are substantially or mostly
based on open source software subject us to a mwohkisks and challenges:

If open source software programmers, most of whandwnot employ, do not continue to develop andeoé open source technolog
our development expenses could be increased argladuct release and upgrade schedules could bgetkl

One of the characteristics of open source soéusathat anyone can modify the existing softwardevelop new software that competes
with existing open source software. As a resultpgetition can develop without the degree of ovedherad lead time required by
traditional proprietary software companies. Itlsogpossible for new competitors with greater resesi than ours to develop their own
open source solutions, potentially reducing theatahfor, and putting price pressure on, our sahgtio

It is possible that a court could hold that theitises under which our open source products antegmare developed and licensed are
enforceable or that someone could assert a claiprégprietary rights in a program developed anttithisted under them. Any ruling by
court that these licenses are not enforceabléabropen source components of our product or sss\afferings may not be liberally
copied, modified or distributed, may have the dftdqreventing us from distributing or developiaijor a portion of our products or
services. In addition, licensors of open sourcénsoe employed in our offerings may, from timeitod, modify the terms of their licen
agreements in such a manner that those licenss taay no longer be compatible with other open solicenses in our offerings or our
end-user license agreement or terms of servicetharsdcould, among other consequences, prevenbrsdontinuing to distribute the
software code subject to the modified license mngeof service.

Actions to protect and maintain ownership and aimver our intellectual property could adversdfget our standing in the open sou
community, which in turn could limit our ability wontinue to rely on this community, upon which ave dependent, as a resource to
help develop and improve our open source produntsarvices.

If we are unable to successfully address the afgdig of integrating offerings based upon open soechnology into our business, our ab
to realize revenues from such offerings will beategly affected and our development costs mayemnse.

Acquisitions could disrupt our business, cause dituin to our stockholders and harm our business, dimcial condition and results @
operations.

We have acquired in the past and plan to acquitieeifiuture other businesses, products or techiedogcquisitions can involve significant
risks and uncertainties, which include:

disrupting our ongoing operations, diverting mgement from day-to-day responsibilities, increggiar expenses, and adversely
impacting our business, financial condition andiltssof operations;

failure of the acquired business to further ouritess strateg

uncertainties in achieving the expected benefin acquisition, including enhanced revenuesirtelogy, human resources, cost
savings, operating efficiencies and other synergies

reducing cash available for operations, stogkirehase programs and other uses and resultingtémigally dilutive issuances of equity
securities or the incurrence of debt;

incurring amortization expense related to idatile intangible assets acquired that could impactoperating results; Difficulty
integrating the operations, systems, technologiegjucts and personnel of the acquired businesteetiecly;

retaining and motivating key personnel from acglitempanie:

assuming the liabilities of the acquired bussédscluding acquired litigation-related liabilisigand potential litigation arising from a
proposed or completed acquisition;

maintaining good relationships with customerbusiness partners of the acquired business anvenircustomers as a result of any
integration of operations;

product liability, customer liability or inteliéual property liability associated with the saféh® acquired businessproducts
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» unidentified issues not discovered during tHigelince process, including issues with the acquigginess’s intellectual property, product
quality, security, privacy practices, accountingqtices or legal contingencies;

* maintaining or establishing acceptable standaw#yals, procedures or policies with respect toabguired business; a
» risks relating to the challenges and costs of ofpsi transactio

Additionally, we may not be able to find suitabtmaisition candidates, and we may not be able topbete acquisitions on favorable term:
at all. If we do complete acquisitions, we may ultimately strengthen our competitive position ohigve our goals, or they may be viewed
negatively by customers, financial markets or itwess If our acquisitions do not meet our expeotadj or if our strategic focus subsequently
changes, we may choose to abandon certain acquinedct lines and divest from acquired businedsaisexample, in 2013, we divested certain
business activities, including SlideRocket, Shadikd Zimbra. It is generally difficult for an adogr to completely recover the cost of an
acquisition which is subsequently divested. Acamgt)i, divestitures of acquired businesses and mtsduay result in us taking charges for
impairment of assets and goodwill, and result shoaxpenditures in connection with headcount recdist

The risks described above may be exacerbatedesuith of managing multiple acquisitions at the séime. We may also face difficulties d
to the lack of experience in new markets, prodactechnologies or the initial dependence on unffansupply or distribution partners.

In addition to business acquisitions, we also seekvest in businesses such as ventured finanmegbanies and joint ventures that offer
complementary products, services or technologibss& investments are accompanied by risks simildrose encountered in an acquisition of a
business. Additionally, we do not control entitiélsere we have a minority investment, and theretarenot ensure that these investments and
ventures will make decisions that promote or araglementary to our business strategy.

If our goodwill or amortizable intangible assets ¢d@me impaired we may be required to record a sigpaifit charge to earnings

We may not realize all the economic benefit from acqguisitions of other companies, which could tesuan impairment of goodwill or
intangibles. Since the start of 2013, our goodhallance increased by $1,058 million or 37.2% prilyas a result of acquisitions made since
January 1, 2013. We review our amortizable intaegissets for impairment when events or changeisdamstances indicate the carrying value
may not be recoverable. We test goodwill for impegnt at least annually. Factors that may be coresiide change in circumstances, indicating
that the carrying value of our goodwill or amorbimintangible assets may not be recoverable, dechudecline in stock price and market
capitalization or cash flows, reduced future castv £stimates, and slower growth rates in our itrgu$Ve may be required to record a signific
charge in our financial statements during the pkinowhich any impairment of our goodwill or amaeble intangible assets is determined,
negatively impacting our results of operations.

If we fail to maintain an effective system of inteal controls, we may not be able to accurately reipaur financial results or prevent fraud. A
a result, our stockholders could lose confidenceaur financial reporting, which could harm our busiess and the trading price of our Class A
common stock.

In order to comply with the requirements of Secd@d of the Sarbanes-Oxley Act of 2002, we neaddmtain our processes and systems
and adapt them to changes in our business requitsraed regulation. We may seek to automate cqtacesses to improve efficiencies and
better ensure ongoing compliance but such automatay itself disrupt existing internal controls anttoduce unintended vulnerability to error
or fraud. This continuous process of maintaining adapting our internal controls and compliancégiéction 404 is expensive and time-
consuming, and requires significant managememtadte We cannot be certain that our internal aantreasures will continue to provide
adequate control over our financial processes epadrting and ensure compliance with Section 404hEumore, as our business grows and
changes and as we expand through acquisitiondief obmpanies, our internal controls may become=roomplex and we will require
significantly more resources to ensure our intecoatrols overall remain effective. Failure to implent required new or improved controls, or
difficulties encountered in their implementatiooutd harm our operating results or cause us tddaiteet our reporting obligations. If we or our
independent registered public accounting firm idemhaterial weaknesses, the disclosure of that faen if quickly remedied, could reduce the
market’s confidence in our financial statements lagugin our stock price. In addition, if we are umeatal continue to comply with Section 404, our
non-compliance could subject us to a variety of ia@strative sanctions, including the suspensiodadisting of our Class A common stock from
the New York Stock Exchange and the inability afistered broker-dealers to make a market in oussCdacommon stock, which could reduce
our stock price.
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Problems with our information systems could interéewith our business and could adversely impact aperations.

We rely on our information systems and those afitparties for processing customer orders, delieéyroducts, providing services and
support to our customers, billing and tracking customers, fulfilling contractual obligations artti@wise running our business. Any disruption
in our information systems and those of the thadips upon whom we rely could have a significampact on our business. In addition, we
continuously work to enhance our information systeihe implementation of these types of enhancesngeffitequently disruptive to the
underlying business of an enterprise, which magé&sjly be the case for us due to the size and ity of our business. Additionally, our
information systems may not support new businesgets@nd initiatives and significant investmentsidde required in order to upgrade them.
Any disruptions relating to our systems enhancesjgrarticularly any disruptions impacting our operss during the implementation period,
could adversely affect our business in a numbeegects. Additionally, delays in adapting our infation systems to address new business
models could limit the success or result in thiufaiof such initiatives and impair the effectivea®f our internal controls. Even if we do not
encounter these adverse effects, the implementatitirese enhancements may be much more costlytbamticipated. If we are unable to
successfully implement the information systems anbBments as planned, our financial condition, tesafloperations and cash flows could be
negatively impacted.

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

As a multinational corporation, we are subjecthimoime taxes as well as non-income based taxesasyadyroll, sales, use, value-added, net
worth, property and goods and services taxes, tim e United States and various foreign jurisditsi Our domestic and international tax
liabilities are subject to the allocation of reveswand expenses in different jurisdictions andithang of recognizing revenues and expenses.
Additionally, the amount of income taxes paid ibjeat to our interpretation of applicable tax lawshe jurisdictions in which we file and
changes to tax laws. Significant judgment is rezgiin determining our worldwide provision for incertaxes and other tax liabilities. From time
to time, we are subject to income and non-incomreatalits. While we believe we have complied withaglplicable income tax laws, there can be
no assurance that a governing tax authority witlhrave a different interpretation of the law angleas us with additional taxes. Should we be
assessed with additional taxes, there could beterialeadverse effect on our financial conditiorr@sults of operations.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, regulationatesr changing interpretation of existing
laws or regulations, the impact of accounting fock-based compensation, the impact of accountingdsiness combinations, changes in our
international organization, and changes in ovéeakls of income before tax. For example, the e8eral research credit, which provided a
significant reduction in our effective tax ratepa®rd on December 31, 2013. Without the reinstatgrobthe U.S. federal research credit, we
expect our 2014 effective tax rate to be highen tihe 2013 effective tax rate.

In addition, in the ordinary course of our globakmess, there are many intercompany transactimhsalculations where the ultimate tax
determination is uncertain. Although we believe thar tax estimates are reasonable, we cannotetizairthe final determination of tax audits or
tax disputes will not be different from what islested in our historical income tax provisions aedruals.

Additionally, our rate of taxation in foreign juditions is lower than the U.S. tax rate. Our in&tional income is primarily earned by our
subsidiaries in Ireland, where the statutory tde i®12.5%. Recent developments in non-U.S. tagdictions and unfavorable changes in non-
U.S. tax laws and regulations could have an adweffset on VMware’s effective tax rate if earnirg® lower than anticipated in countries where
the statutory tax rates are lower than the U.Srfddax rate. All income earned abroad, exceppfeviously taxed income for U.S. tax purposes,
is considered indefinitely reinvested in our fore@perations and no provision for U.S. taxes has lpeovided with respect to such income. If
management determines these overseas funds amdrfeedur operations in the U.S., we would be meglto accrue U.S. taxes on the related
undistributed earnings in the period managememtraites the earnings will no longer be indefinitelyested outside the United States and to
repatriate these funds.

Our business is subject to the risks of earthquakié®, floods and other natural catastrophic evensuch as pandemics, and to interruption by
man-made problems, such as computer viruses, ur@péted disruptions in local infrastructure or tearism, which could result in delays or
cancellations of customer orders or the deploymehbur products and services.

Our corporate headquarters are located in the &artisco Bay Area, a region known for seismic dgtiA significant natural disaster, such
as an earthquake, fire, flood or other act of Godjd have a material adverse impact on our busjriegncial condition and results of operatic
As we continue to grow internationally, increasargounts of our business will be located in foraiguontries that may be more subject to polit
or social instability that could disrupt operatioRsirthermore, some of our new product initiatigesl business functions are hosted and carried
out by third parties that may be vulnerable toudisions of these sorts, many of which may be beyanmd:ontrol. In addition, our servers are
vulnerable to computer viruses, break-ins and sindisruptions from unauthorized tampering with computer systems. Unanticipated
disruptions in services provided through localipbgsical infrastructure, such as utility or telecoumication outages, can curtail the
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functioning of local offices as well as criticalmponents of our information systems, and advers#ct our ability to process orders, provide
services, respond to customer requests and malotaihand global business continuity. Natural slises that affect the manufacture of IT
products, such as the 2011 flooding in Thailand,alao delay customer spending on our software;iwisi often coupled with customer purche

of new servers and IT systems. Furthermore, adsrafrism or war could cause disruptions in ouowr customers’ business or the economy as a
whole, and disease pandemics could temporariljis@a substantial part of our or our customerstkfarce at any particular time. To the extent
that such disruptions result in delays or candeliatof customer orders, or the deployment or atbdity of our products and services, our
revenues would be adversely affected. Additionallyy such catastrophic event could cause us te gignificant costs to repair damages to our
facilities, equipment and infrastructure.

Changes in accounting principles and guidance, detr interpretation, could result in unfavorable aounting charges or effects, including
changes to our previously-filed financial statemantvhich could cause our stock price to decline.

We prepare our condensed consolidated financiedments in accordance with accounting principlesegaly accepted in the United States.
These principles are subject to interpretationHgySEC and various bodies formed to interpret aaate appropriate accounting principles and
guidance. A change in these principles or guidaoice their interpretations, may have a significaffiect on our reported results and retroacti
affect previously reported results.

Risks Related to Our Relationship with EMC

As long as EMC controls us, other holders of ouraSk A common stock will have limited ability to inénce matters requiring stockholde
approval.

As of March 31, 2014 , EMC owned 43,025,000 shafesir Class A common stock and all 300,000,000eshaf our Class B common
stock, representing 79.6% of the total outstandhmyes of common stock or 97.2fithe voting power of outstanding common stocke Tiblder:
of our Class A common stock and our Class B comstock have identical rights, preferences and miak except with respect to voting and
conversion rights, the election of directors, dartections that require the consent of holderslas€B common stock and other protective
provisions as set forth in our certificate of inporation. Holders of our Class B common stock atéled to 10 votes per share of Class B
common stock on all matters except for the eleatioour Group Il directors, in which case they engitled to one vote per share, and the holders
of our Class A common stock are entitled to one yar share of Class A common stock. The holde®axs B common stock, voting separately
as a class, are entitled to elect 80% of the mataiber of directors on our board of directors thatwould have if there were no vacancies on our
board of directors at the time. These are our Gialifectors. Subject to any rights of any seriepreferred stock to elect directors, the holddrs o
Class A common stock and the holders of Class Broomstock, voting together as a single class, @tidesl to elect our remaining directors,
which at no time will be less than one direatoi-Group 1l director(s). Accordingly, the holderfsour Class B common stock currently are ent
to elect 8 of our 9 directors.

If EMC transfers shares of our Class B common stoany party other than a successor-in-intereatsubsidiary of EMC prior to a
distribution to its stockholders under Section 86fhe Internal Revenue Code of 1986, as amend&bfadistribution”), those shares will
automatically convert into Class A common stockdiidnally, if, prior to a 355 distribution, EMC@wnership falls below 20% of the
outstanding shares of our common stock, all outktgnshares of Class B common stock will autom#gicamnvert to Class A common stock.
Following a 355 distribution, shares of Class B awon stock may convert to Class A common stockéhstonversion is approved by VMware
stockholders after the 355 distribution. For s@las EMC or its successor-in-interest beneficialins shares of our common stock representing
at least a majority of the votes entitled to be bgghe holders of outstanding voting stock, EMIlt be able to elect all of the members of our
board of directors.

In addition, until such time as EMC or its succeseednterest beneficially owns shares of our commnstock representing less than a majority
of the votes entitled to be cast by the holdemsuttanding voting stock, EMC will have the abilitytake stockholder action without the vote of
any other stockholder and without having to catackholder meeting, and holders of our Class Arnomstock will not be able to affect the
outcome of any stockholder vote during this perfsia result, EMC will have the ability to contadl matters affecting us, including:

» the composition of our board of directors aihdptigh our board of directors, any determinatiotihwéspect to our business plans and
policies;

* any determinations with respect to mergers, adipis and other business combinatis
e our acquisition or disposition of ass

» our financing activitie:

e certain changes to our certificate of incorporg

» changes to the agreements we entered into in chanedth our transition to becoming a public comp;
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» corporate opportunities that may be suitable foang EMC

« determinations with respect to enforcementgiiits we may have against third parties, includifty) vespect to intellectual property
rights;

» the payment of dividends on our common stock
» the number of shares available for issuance unatestock plans for our prospective and existing leyges

Our certificate of incorporation and the mastengiction agreement entered into between us and iEM@hnection with our initial public
offering (“IPQ”) also contain provisions that regaithat as long as EMC beneficially owns at Ie@86 2r more of the outstanding shares of our
common stock, the prior affirmative vote or writteonsent of EMC (or its successor-in-interesthashiolder of the Class B common stock is
required (subject in each case to certain excegtionorder to authorize us to:

» consolidate or merge with any other en

e acquire the stock or assets of another entity ag@gx of $100 milliot

* issue any stock or securities except to our sudrsedi or pursuant to our employee benefit p
» establish the aggregate annual amount of sharesayédssue in equity awart

» dissolve, liquidate or wind us t

» declare dividends on our sto

* enterinto any exclusive or exclusionary arranget with a third party involving, in whole or img, products or services that are similar
to EMC'’s; and

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

If EMC does not provide any requisite consent alt@aus to conduct such activities when requestedwill not be able to conduct such
activities and, as a result, our business and parating results may be harmed. EMC’s voting cdrana its additional rights described above
may discourage transactions involving a changenfrol of us, including transactions in which haklef our Class A common stock might
otherwise receive a premium for their shares dvethen-current market price. EMC is not prohibitrean selling a controlling interest in us to a
third party and may do so without the approvahef holders of our Class A common stock and witlpoaviding for a purchase of any shares of
Class A common stock held by persons other than EAMCordingly, shares of Class A common stock mayrth less than they would be if
EMC did not maintain voting control over us or §E did not have the additional rights describedvabo

In the event EMC is acquired or otherwise undergoelsange of control, any acquirer or successobeientitied to exercise the voting
control and contractual rights of EMC, and may darsa manner that could vary significantly from EM historic practice.

By becoming a stockholder in our company, holdéimuo Class A common stock are deemed to haveeofiand have consented to the
provisions of our certificate of incorporation afe master transaction agreement with respecgtébrttitations that are described above.

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

EMC and we are both IT infrastructure companievipling products and services related to storageagament, back-up, disaster recovery,
security, system management and automation, pooveg and resource management. There can be n@assuhat EMC will not engage in
increased competition with us in the future. Iniidd, the intellectual property agreement thathese entered into with EMC provides EMC the
ability to use our source code and intellectuapprty, which, subject to limitations, it may useptoduce certain products that compete with ours.
EMC'’s rights in this regard extend to its majorityned subsidiaries, which could include joint veesuwhere EMC holds a majority position and
one or more of our competitors hold minority pasis.

EMC could assert control over us in a manner whahld impede our growth or our ability to enter nearkets or otherwise adversely affect
our business. Further, EMC could utilize its cohtreer us to cause us to take or refrain from tgldartain actions, including entering into
relationships with channel, technology and otherkeling partners, enforcing our intellectual prdapeights or pursuing business combinations,
other corporate opportunities or product developnmetiatives that could adversely affect our cortijpee position, including our competitive
position relative to that of EMC in markets where @ompete with them. In addition, EMC maintainsgigant partnerships with certain of our
competitors, including Microsoft.
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EMC'’s competition in certain markets may affect our itity to build and maintain partnerships.

Our existing and potential partner relationshipy tna affected by our relationship with EMC. We partwith a number of companies that
compete with EMC in certain markets in which EMGtjgipates. EMC’s majority ownership in us mightestt our ability to effectively partner
with these companies. These companies may favataupetitors because of our relationship with EMC.

EMC competes with certain of our significant chdntechnology and other marketing partners, inacigdBM and HewlettPackard. Pursua
to our certificate of incorporation and other agneats that we have with EMC, EMC may have the tgttiti impact our relationship with those of
our partners that compete with EMC, which couldehavmaterial adverse effect on our results of djpermor our ability to pursue opportunities
which may otherwise be available to us.

Our investment in Pivotal Software, Inc.“(Pivotal” , previously known a8 GoPivotal, Inc.” ) may not prove successful.

In April 2013, we contributed technology and trametd employees to Pivotal, a subsidiary of EM@l#shed to focus on Big Data and
Cloud Application Platforms. Pivotal is led by Paéritz, its Chief Executive Officer and our formehief Executive Officer, and includes most
employees and resources formerly working within E&iGreenplum and Pivotal Labs organizations, arrdfaumer vFabric (including Spring
and Gemfire), Cloud Foundry and Cetas organizatiasisvell as related efforts. Pivotal’s abilitydperate successfully will require, among other
factors:

» successfully integrating technology from both ud B&MC;

» creating offerings for which there is suitable dechan the marketplac

» developing an effective go-toarket strateg

» successfully competing and differentiating its dffgs from those of its competitors; ¢
* having access to adequate financial resourcestbifsi operation

In the event that Pivotal is unable to operate sssftlly, we may be asked to contribute capitadueses to Pivotal or accept dilution in our
ownership interest, and we may be unable to reatigevalue from the technology and resources teatontributed to Pivotal.

In order to preserve the ability for EMC to distrilbe its shares of our Class B common stock on &-free basis, we may be prevented from
pursuing opportunities to raise capital, to effeete acquisitions or to provide equity incentivesaor employees, which could hurt our ability
grow.

Beneficial ownership of at least 80% of the totatitvg power is required in order for EMC to affectax-free spin-off of VMware or certain
other tax-free transactions. We have agreed thafdtong as EMC or its successor-in-interest omes to own greater than 50% of the voting
control of our outstanding common stock, we wilt knowingly take or fail to take any action thatitmbreasonably be expected to preclude
EMC'’s or its successor-in-interest’s ability to enke a tax-free spin-off. Additionally, under aartificate of incorporation and the master
transaction agreement we entered into with EMCmust obtain the consent of EMC or its successomtirest, as the holder of our Class B
common stock, to issue stock or other VMware séesriexcept pursuant to employee benefit plarsv{ged that we obtain Class B common
stockholder approval of the aggregate annual numishares to be granted under such plans), whiohl cause us to forgo capital raising or
acquisition opportunities that would otherwise baikable to us. As a result, we may be precludethfpursuing certain growth initiatives.

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

Third parties may seek to hold us responsible {dCE liabilities. Under our master transaction agment with EMC, EMC will indemnify
us for claims and losses relating to liabilitieted to EMC'’s business and not related to ourrtassi. However, if those liabilities are significant
and we are ultimately held liable for them, we aarbre certain that we will be able to recover thiedmount of our losses from EMC.

Although we have entered into a tax sharing agrearheith EMC under which our tax liabilities for mastransactions will effectively b
determined as if we were not part of any consoletdtcombined or unitary tax group of EMC Corporatiar its subsidiaries, we nonetheless
could be held liable for the tax liabilities of o#r members of these groups.

We have historically been included in EMC’s condated group for U.S. federal income tax purposesyedl as in certain consolidated,
combined or unitary groups that include EMC Corgioraor certain of its subsidiaries for state amchl income tax purposes. Pursuant to our tax
sharing agreement with EMC, we and EMC generallymake payments to each other such that, withegtsp tax returns for any taxable period
in which we or any of our subsidiaries are include&MC'’s consolidated group for U.S. federal in@tax purposes or any other consolidated,
combined or unitary group of EMC Corporation orsitdsidiaries, the amount of taxes to be paid hyilibe determined, subject to certain
adjustments, as if we
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and each of our subsidiaries included in such dateted, combined or unitary group filed our owmsolidated, combined or unitary tax return.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes since ouuiadepn by EMC, and expect to
continue to be included in such consolidated gfouperiods in which EMC owns at least 80% of tbik voting power and value of our
outstanding stock. Each member of a consolidatedpyduring any part of a consolidated return yegointly and severally liable for tax on the
consolidated return of such year and for any sulb=gity determined deficiency thereon. Similarlysome jurisdictions, each member of a
consolidated, combined or unitary group for steeal or foreign income tax purposes is jointly amederally liable for the state, local or foreign
income tax liability of each other member of theswolidated, combined or unitary group. Accordindby,any period in which we are included in
the EMC consolidated group for U.S. federal incaenepurposes or any other consolidated, combinethivary group of EMC Corporation
and/or its subsidiaries, we could be liable ingkent that any income tax liability was incurredt bot discharged, by any other member of any
such group.

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

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

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

» our reseller arrangements with EN

« employee retention and recruiti

* business combinations involving

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

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

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

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

» business opportunities that may be attractive tbh E&MMC and us; ar
* product or technology development or marketingvétets or customer agreements which may requiretmsent of EM(

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

The agreements we enter into with EMC may be anteogen agreement between the parties. While weartolled by EMC, we may not
have the leverage to negotiate amendments to #ggeements if required on terms as favorable #sulose we would negotiate with an
unaffiliated third party.

Our CEO and some of our directors own EMC commong or equity awards to acquire EMC common stockdasome of our directors hold
management positions with EMC, which could causenfiicts of interests that result in our not actingn opportunities we otherwise may have.

Our CEO and some of our directors own EMC commoaksbr equity awards to purchase EMC common stociddition, some of our
directors are executive officers or directors of EMind EMC, as the sole holder of our Class B comstock, is entitled to elect 8 of our 9
directors. Ownership of EMC common stock, restdatbares of EMC common stock and equity awardsitchase EMC common stock by our
directors and the presence of executive officedirectors of EMC on our board of directors couleate, or appear to create, conflicts of interest
with respect to matters involving both us and EM@t ttould have different implications for EMC théwey do for us. Provisions of our certificate
of incorporation and the master transaction agre¢imetween EMC and us address corporate oppoeartfiat are presented to our directors or
officers that are also directors or officers of EM®ere can be no assurance that the provisioosrigertificate of incorporation or the master
transaction agreement will adequately address pateonflicts of interest or that potential confk of interest will be resolved in our favor, or
that we will be able to take advantage of corpoogigortunities presented to individuals who arécef or directors of both us and EMC. As a
result, we may be precluded from pursuing certaiwth initiatives.
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EMC'’s ability to control our board of directors may rka it difficult for us to recruit independent dirgors.

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

We are a “controlled company” within the meaning ¢ie New York Stock Exchange rules and, as a resate relying on exemptions from
certain corporate governance requirements that pide/protection to stockholders of companies tha¢ arot “controlled companies.”

EMC owns more than 50% of the total voting poweowf common stock and, as a result, we are a “clbedrcompany’under the New Yor
Stock Exchange corporate governance standardscésteolled company, we are exempt under the Nevk Btock Exchange standards from the
obligation to comply with certain New York Stock &ange corporate governance requirements, includmgequirements:

« that a majority of our board of directors consatndependent directol

» that we have a corporate governance and nomgatimmittee that is composed entirely of indepahde&ectors with a written charter
addressing the committee’s purpose and respotigbjli

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

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

While we have voluntarily caused our Compensatimh @orporate Governance Committee to currentlydmeposed entirely of independent
directors in compliance with the requirements af lew York Stock Exchange, we are not requiredamtain the independent composition of
the committee. As a result of our use of the “colfeéd company” exemptions, holders of our Classofmon stock will not have the same
protection afforded to stockholders of compani@s #re subject to all of the New York Stock Exchangrporate governance requirements.

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

The financial information covering the periods ua#d in this Quarterly Report on Form 10-Q doeswecessarily reflect what our financial
condition, results of operations or cash flows widuhve been had we been a completely independtityt during those periods. In certain
geographic regions where we do not have an edtebliegal entity, we contract with EMC subsidiafi@ssupport services and EMC personnel
who are managed by us. The costs incurred by EMQuoehalf related to these employees are passtlus and we are charged a mark-up
intended to approximate costs that would have bbarged had we contracted for such services witmaslated third party. These costs are
included as expenses in our condensed consolid&tements of income. Additionally, we and EMC eyggi intercompany transactions,
including agreements regarding the use of EMC’samdntellectual property and real estate, agregsnegarding the sale of goods and services
to one another and to Pivotal, and an agreemeNtE to resell our products and services to thadycustomers. Accordingly, our historical
financial information is not necessarily indicativiewhat our financial condition, results of op&as or cash flows will be in the future if and
when we contract at arm’s length with independeintitparties for the services we have receivedaamently receive from EMC. In the three
months ended March 31, 2014 , we recognized reweniu®76 million , and as of March 31, 2014 , $2@0ion of revenues were included in
unearned revenues from such transactions with BM€additional information, see “Management’s Di&sgian and Analysis of Financial
Condition and Results of Operations” and our cosddrconsolidated financial statements and notestthe

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

The trading price of our Class A common stock hastfiated significantly since our IPO in August Z06or example, between
January 1, 2013 and March 31, 2014, the closirdirtgaprice of our Class A common stock was volatidmging between $65.53 and $110.67 per
share. Our trading price could fluctuate substéntia the future due to the factors discussechis Risk Factors section and elsewhere in this
Quarterly Report on Form 10-Q.

Substantial amounts of Class A common stock am tyebur employees, EMC and Cisco, and all of tfees of our Class B common stock,
which may be converted to Class A common stock upgnest of the holder, are held by EMC. ShareSlass A common stock held by EMC
(including shares of Class A common stock that mipghissued upon the conversion of Class B comrtamk)sare eligible for sale subject to the
volume, manner of sale and other restrictions déRd4 of the

54




Table of Contents

Securities Act of 1933, as amended (the “SecurR?), which allows the holder to sell up to theegter of 1% of our outstanding Class A
common stock or our four-week average weekly trgdimlume during any three-month period and follayvine expiration of their contractual
restrictions. Additionally, EMC possesses regigtratights with respect to the shares of our comstook that it holds. If EMC chooses to
exercise such rights, its sale of the shares teategjistered would not be subject to the Rulelidations. If a significant amount of the shares
that become eligible for resale enter the pubdiditig markets in a short period of time, the mapkite of our Class A common stock may
decline.

Additionally, broad market and industry factors nagrease the market price of our Class A comnuekstegardless of our actual opera
performance. The stock market in general and tdoggaompanies in particular have often experiereddeme price and volume fluctuations
addition, in the past, following periods of voldsilin the overall market and the market price @banpany’s securities, securities class action
litigation has often been instituted, including imgaus, and, if not resolved swiftly, can resaolsubstantial costs and a diversion of management's
attention and resources.

If securities or industry analysts change their @mmendations regarding our stock adversely, ourckt@rice and trading volume coul
decline.

The trading market for our Class A common stodkfisienced by the research and reports that industsecurities analysts publish about
our business, our market or our competitors. If aihe analysts who cover us change their recondatéon regarding our stock adversely, or
provide more favorable relative recommendationsiabar competitors, our stock price would likelyctiee.

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

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

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

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

» following a 355 distribution of Class B commdnck by EMC to its stockholders, the restrictioatth beneficial owner of 10% or more
of our Class B common stock may not vote in angteda of directors unless such person or group asas at least an equivalent
percentage of Class A common stock or obtains appad our board of directors prior to acquiringieécial ownership of at least 5%
Class B common stock;

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

» the requirement for advance notice for nomimegifor election to the board of directors or foogrsing matters that can be acted upon at
a stockholders’ meeting;

» the ability of the board of directors to isswéthout stockholder approval, up to 100,000,000 ebaf preferred stock with terms set by
the board of directors, which rights could be setoadhose of common stock; and

* in the event that EMC or its successor-in-irger® longer owns shares of our common stock reptieg at least a majority of the votes
entitled to be cast in the election of directotsckholders may not act by written consent and n@tycall special meetings of the
stockholders.

Until such time as EMC or its successorifiterest ceases to beneficially own 20% or moriefoutstanding shares of our common stock
affirmative vote or written consent of the holdefs majority of the outstanding shares of the €BEommon stock will be required to:

» amend certain provisions of our bylaws or certtficaf incorporatior

* make certain acquisitions or dispositic

» declare dividends, or undertake a recapitalizatioliquidation

e adopt any stockholder rights plan, “poison pili’other similar arrangeme

* approve any transactions that would involve agme consolidation, restructuring, sale of sultsdyp all of our assets or any of our
subsidiaries or otherwise result in any persomtityeobtaining control of us or any of our subsitks; or

* undertake certain other actic
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In addition, we have elected to apply the provisiohSection 203 of the Delaware General Corpandt®w. These provisions may prohibit
large stockholders, in particular those owning ld&i%more of our outstanding voting stock, from meggor combining with us. These provisions
in our certificate of incorporation and bylaws amdler Delaware law could discourage potential tageattempts and could reduce the price that
investors might be willing to pay for shares of cammon stock.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
* (a) Sales of Unregistered Securi
None.
* (b) Use of Proceeds from Public Offering of Commaocg
None.
» (c) Purchases of Equity Securities by the IssuerAdfiliated Purchase!
Purchases of equity securities during the threetihsoended March 31, 2014 :

Approximate Dollar
Total Number of Shares Value of Shares That May Ye
Purchased as Part of Publicly Be Purchased Under the

Announced Plans or Publicly Announced Plans
Total Number of Average Price Paid Per Programs or Programs
Shares Purchased (1) Share (1) 1) 1)(2)
January 1 — January 31, 2014 150,18( $ 92.6( 150,18( $ 646,132,11
February 1 — February 28, 2014 1,058,15 92.3¢ 1,058,15 548,400,09
March 1 — March 31, 2014 558,27¢ 102.3¢ 558,27¢ 491,264,96
1,766,61 95.5¢ 1,766,61 491,264,96

(1) In August 2013, VMware's Board of Directorglaarized the repurchase of up to $700 million of Wate's Class A common stock through
the end of 2015 . VMware’s Class A common stocklieen, and may in the future be, purchased pursoanir stock repurchase
authorizations, from time to time, in the open neardr through private transactions, subject to miacknditions. We are not obligated to
purchase any shares under our stock repurchaseapro§ubject to applicable laws, repurchases unalestock repurchase program may be
made at such times and in such amounts as we dgmopaiate. The timing of any repurchases and theshnumber of shares repurchased
will depend on a variety of factors, including VMre& stock price, cash requirements for operat@orgsbusiness combinations, corporate
and regulatory requirements and other market aodanic conditions. Purchases under our stock réjagee program can be discontinued at
any time that we feel additional purchases arevaotanted.

(2) Represents the amounts remaining in the VMwareksturchase authorizatio
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.
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ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS
Incorporated by Reference
Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
2.1 Agreement and Plan of Merger, by and among VMwai@, Aikman 8-K 2/24/2014
Acquisition Corp., AW.S. Holding, LLC and the Repentative named therein,
dated January 21, 2014*
2.2 Amendment No. 1 to Agreement and Plan of Mergeminy among VMware, 8-K 2/24/2014
Inc., Aikman Acquisition Corp., A.W.S. Holding, LLé&nd the Representative
named therein, dated February 24, 2014*
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 71972007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
10.204 Executive Bonus Program, as amended and restabeddrg 12, 2014 X
10.2941  Form of Indemnification Agreement for VMware, Ifgirectors and Executive X
Officers, as approved March 4, 2014
10.3C Third Amendment to Ground Lease by and betweeBtad of Trustees of the X
Leland Stanford Junior University and 3401 HillvieiwC dated as of January 1,
2014
10.31 Note Exchange Agreement by and between VMware,dnd.EMC Corporation, X
dated as of January 21, 2014
10.32  Promissory Note for $680 million due and payabléviay 1, 2018, issued to X
EMC Corporation dated January 31, 2014
10.3% Promissory Note for $550 million due and payabléMay 1, 2020, issued to X
EMC Corporation dated January 31, 2014
10.3¢  Promissory Note for $270 million due and payablébetember 1, 2022, issued X
to EMC Corporation dated January 31, 2014
31.1 Certification of Principal Executive Officer reqed by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934a@opted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
31.z Certification of Principal Financial Officer reqetl by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934acopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
101.INS  XBRL Instance Document X
101.SCt XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PRI  XBRL Taxonomy Extension Presentation Linkbase X

+ Management contract or compensatory plan or geraent

* Exhibits and schedules have been omitted pursiealiiém 601(b)(2) of Regulation S-K. VMware heralndertakes to furnish supplementally
copies of any of the omitted schedules upon reduetiie Securities and Exchange Commission.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, thereduly authorized.

VMWARE, INC.

Dated:May 1, 2014 By: /sl Kevan Krysler

Kevan Krysler
Senior Vice President, Chief Accounting Officer
(Principal Accounting Officer)
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EXHIBIT INDEX

Incorporated by Reference

Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
2.1 Agreement and Plan of Merger, by and among VMwaie, Aikman 8-K 2/24/2014
Acquisition Corp., AW.S. Holding, LLC and the Repentative named therein,
dated January 21, 2014*
2.2 Amendment No. 1 to Agreement and Plan of Mergemiy among VMware, 8-K 2/24/2014
Inc., Aikman Acquisition Corp., A.W.S. Holding, LLé&nd the Representative
named therein, dated February 24, 2014*
3.1 Amended and Restated Certificate of Incorporation S-1/A-2 7/9/2007
3.2 Amended and Restated Bylaws 8-K 3/8/2011
10.204 Executive Bonus Program, as amended and restabeddrg 12, 2014 X
10.2941 Form of Indemnification Agreement for VMware, Ingirectors and Executive X
Officers, as approved March 4, 2014
10.3C Third Amendment to Ground Lease by and betweeBdad of Trustees of the X
Leland Stanford Junior University and 3401 HillvieiwC dated as of January 1,
2014
10.31 Note Exchange Agreement by and between VMwareand.EMC Corporation, X
dated as of January 21, 2014
10.32 Promissory Note for $680 million due and payabléMay 1, 2018, issued to X
EMC Corporation dated January 31, 2014
10.3% Promissory Note for $550 million due and payabléMay 1, 2020, issued to X
EMC Corporation dated January 31, 2014
10.3¢ Promissory Note for $270 million due and payablébaeember 1, 2022, issued X
to EMC Corporation dated January 31, 2014
31.1 Certification of Principal Executive Officer reqed by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934a@opted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
31.z Certification of Principal Financial Officer reqatt by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934acopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.
101.INS XBRL Instance Document X
101.SCt XBRL Taxonomy Extension Schema X
101.CAL XBRL Taxonomy Extension Calculation Linkbase X
101.DEF XBRL Taxonomy Extension Definition Linkbase X
101.LAB XBRL Taxonomy Extension Label Linkbase X
101.PREI  XBRL Taxonomy Extension Presentation Linkbase X

+ Management contract or compensatory plan or geraent

* Exhibits and schedules have been omitted pursiealiiém 601(b)(2) of Regulation S-K. VMware heralndertakes to furnish supplementally
copies of any of the omitted schedules upon reduetiie Securities and Exchange Commission.
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Exhibit 10.20
Amended and Restated Feb. 14, 2014

VMware, Inc.
Executive Bonus Program

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

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

e attract and retain exceptional executives; and

« reward behaviors that result in long term increased stockholder value

Overview

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

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

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

Eligibility

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

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

Administration

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

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

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

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

The Calculated Bonus Amount, if any, may range 0% to 240% of the Target Bonus Percentage multiplied by the Participant's Semi-
Annual Base Salary depending upon performance achievement. Minimum bonus thresholds are described below. For purposes of this
calculation, a Participant’'s Semi-Annual Base Salary shall not exceed 200% of the Participant’s base salary rate as of the date that
semi-annual performance targets are approved.

Performance Period

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

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

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

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

Changes in Position : Participants who move from one bonus-eligible position to a different bonus-eligible position with a
different target bonus percentage may earn a target bonus prorated based on base pay and bonus at the start of each period.

Termination : In order to vest and the right to receive a bonus under the Executive Bonus Program, an employee must be in
an active employment status or on approved leave at the day the bonus is paid out. An employee whose employment ends for
any reason
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prior to that date will not earn and will not be paid any bonus under this Executive Bonus Program.

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

Performance Metrics

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

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

MBO (Individual) Component

Each Participant will be assigned individual performance goals by the Compensation and Corporate Governance Committee that are
appropriate to the Participant’s role at the Company. If the threshold achievement under the Corporate Financial Metric is met, then
the MBO component is funded at 1.5 times the Corporate Financial Metric percentage. The Compensation and Corporate Governance
Committee can exercise negative discretion to reduce the bonus for the MBO component. In making its determination whether to
reduce the bonus for the MBO component, the Committee’s shall review and discuss the Chief Executive Officer's assessment of
each Participant's achievement of his or her individual performance goals.

Bonus Determination and Payment

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

Cancellation, Rescission and Recoupment of Awards

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

Additionally, the Compensation and Corporate Governance Committee shall have the discretion to require that each Participant
reimburse the Company for all or any portion of any bonuses paid under the Executive Bonus Program if —

(a) the payment was predicated upon the achievement of certain financial results that were subsequently the subject of a
material financial restatement,
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VMware, Inc.
Executive Bonus Program

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

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

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

At-Will Employment (US Only)

This Plan does not affect the terminable-at-will status of the employment relationship. Neither the attainment of goals nor the
continuous service requirement necessary to earn a bonus alters the ability of an employee or the Company to terminate employment
at any time, with or without reason and with or without advance notice.
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Exhibit 10.29

FORM OF INDEMNIFICATION AGREEMENT

This Indemnification Agreement &greement”) is entered into as DATE] , between VMware, Inc., a
Delaware corporation (theCompany”), and[NAME] (the “Indemnitee”). [This Agreement amends, restates and
supersedes that certain Indemnification Agreendated as of [DATE], by and between the Indemnitethe Company
(the “Original Agreement”).]

[WHEREAS, pursuant to Section 8 of the Original égment, the Company and the Indemnitee wish to dmen
and restate the Original Agreement to read asostt ierein; and]

WHEREAS, it is essential to the Company to retaid attract as directors and officers the most dapadrsons
available; and

WHEREAS, the Indemnitee is a director or officetlod Company;

[WHEREAS, the Indemnitee is relying upon the righfforded under this Agreement in accepting Indéees
position as a director or officer of the Comparanfl

WHEREAS, both the Company and the Indemnitee rezeghe increased risk of litigation and othermigibeing
asserted against directors and officers of puldmganies; and

WHEREAS, the current Amended and Restated Bylawlsfanended and Restated Certificate of Incorporaion
the Company (collectively, theCharter Documents”) require the Company to indemnify and advances@sgs to its
directors and officers to the fullest extent petetitby law, and the Indemnitee will serve, has tssming and continues
to serve as a director or officer of the Companpart in reliance on such Charter Documents; and

WHEREAS, the Board of Directors (theéBbard ") of the Company has determined that the inabdityhe
Company to retain and attract as directors andefithe most capable persons would be detrimentaé interests of tt
Company and that the Company therefore should teeggsure such persons that indemnification amditiainsurance
coverage will be available in the future; and

WHEREAS, in recognition of (i) the Indemnitee’s dder substantial protection against personal liigin order
to enhance the Indemnitee’s continued servicegddibmpany in an effective manner, and (ii) the indiéee’s reliance o
the Company’s Charter Documents, and to providértiemnitee with specific contractual assurancetti@protection
promised by such Charter Documents will be avadlablthe Indemnitee (regardless of, among othag#hiany
amendment to or revocation of such Charter Docusnenény change in the composition of the Boaradoguisition
transaction relating to the Company), the Compaishes to provide in this Agreement for indemnificatof and the
advancing of expenses to the Indemnitee to thedu#xtent (whether partial or complete) permibigdaw and as set
forth in this Agreement, and, to the extent insaeais maintained by the Company, for the contimtmeerage of the
Indemnitee under the Company’s directors’ and efftliability insurance policies;




NOW, THEREFORE, in consideration of the premises @inthe Indemnitee continuing to serve the Company
directly or, at its request, another enterprisé, iatending to be legally bound hereby, the pattie®to agree as follows:

1. Basic Indemnification Arrangement

(@) Inaccordance with the provisions of the DGCL (afraied below), the Company will, to the extent ldga
permissible, indemnify the Indemnitee against amy @l Expenses (as defined below) actually andaeably incurred L
the Indemnitee and any and all judgments, finesaandunts paid or to be paid in settlement, exeiged or penalties, ai
interest, assessment or other charges imposedihened any federal, state, local, or foreign tawgsosed as a result of
the actual or deemed receipt of payment undeAiisement (collectively, Liabilities ”) in connection with a
Proceeding (as defined below) where the Indemmviesor is a party to or is involved (as a partyness or otherwise) |
reason of (or arising in part out of) an IndemtufeaEvent (as defined below).

(b) If so requested by the Indemnitee, the CompanyagMance (within five business days of such re(aest
and all Expenses in connection with such a Prooge@in “Expense Advance) to the fullest extent permitted by the
DGCL. The Company will advance to the Indemnitepdhses in accordance with such request (but witthapiication)
by either (i) paying such Expenses on behalf ofitidemnitee, or (ii) if requested by the Indemnite@mbursing the
Indemnitee for such Expenses. The Indemnitee’s t@hn Expense Advance is absolute and is noestitg) any prior
determination by the Company or any Reviewing P@sydefined below) that the Indemnitee has satisiny applicable
standard of conduct for indemnification.

(c) Notwithstanding anything in this Agreement to tloatrary, the Indemnitee is not entitled to indencaiion
or Expense Advance pursuant to this Agreementmmection with any Proceeding initiated by the Indése unless (i)
the Company has joined in or the Company’s Boasdahwghorized or consented in advance to the iiwitiadf such
Proceeding, or (ii) the Proceeding is one to emfdhe Indemnitee’s rights under this Agreement.

(d) Notwithstanding the foregoing, the Indemnitee isenttitled to indemnification under Section 1(afhié
Reviewing Party has determined that the Indemmgte®t permitted to be indemnified under applicdale.

(e) If, when and to the extent that the Reviewing Pdatermines that the Indemnitee would not be p&shib
be indemnified under applicable law, Indemniteeeagrto repay any related Expense Advapoeyided, however, that if
the Indemnitee has commenced or thereafter comméagal proceedings in a court of competent jucisalin to secure a
determination that the Indemnitee should be ind&ethunder applicable law, any determination magléhle Reviewing
Party that the Indemnitee would not be permittedgandemnified under applicable law is not bindamgl the Indemnitee
is not required to reimburse the Company for angdfise Advance until a final judicial determinatismade with
respect thereto (as to which all rights of




appeal therefrom have been exhausted or lapsed)inflemnitee’s undertaking to repay such ExpensaAcks is
unsecured and interest-free.

(f) If there has been no determination by the Reviewiagy within thirty days after written demand is
presented to the Company, or if the Reviewing Paetgrmines that the Indemnitee would not be péschtb be
indemnified in whole or in part under applicablerJar if the Indemnitee has not been timely paidspant to Section 1(|
after a written demand has been received by thep@oy the Indemnitee will have the right to comneelitigation in the
Delaware Court of Chancery to seek an initial deteation by the court or challenge any such deteation by the
Reviewing Party or any aspect thereof, includirgyldgal or factual bases therefor, and to recdveutpaid amount of
demand, and the Company hereby consents to s@fymecess and to appear in any such proceedingdatermination
by the Reviewing Party otherwise is conclusive bimdling on the Company and the Indemnitee.

(g) If a determination has been made by the ReviewartyRhat Indemnitee is entitled to indemnificatitime
Company will be bound by such determination in anljcial proceeding commenced pursuant to Sect{@ndbsent (i) a
misstatement by Indemnitee of a material fact,joomission of a material fact necessary to makerindtee’s statement
not materially misleading, in connection with tlegjuest for indemnification, or (ii) a prohibitiof such indemnification
under applicable law.

(h) The Company agrees that if there is a Change inr@ldias defined below) of the Company, other than
Change in Control which has been approved by anhajf the Company’s Board who were directors inaiaéely prior
to such Change in Control, then with respect tonatters thereafter arising concerning the righth® Indemnitee to
indemnity payments and Expense Advances undeAtrisement or any other agreement or under appédalt or the
Company’s Charter Documents now or hereafter iactffelating to indemnification for Indemnifiablednts, the
Company will seek legal advice only from specialapendent counsel selected by the Indemnitee gdad by the
Company, which approval will not be unreasonablihireld. Such special independent counsel will meehotherwise
performed services for the Company or the Inderanibe their respective affiliates, other than immection with sucl
matters, within the last five years. Such independeunsel will not include any person who, undher @applicable
standards of professional conduct then prevailvayld have a conflict of interest in representiither the Company or
the Indemnitee in an action to determine the Indegats rights under this Agreement. Such counsebray other things,
will render its written opinion to the Company aheé Indemnitee as to whether and to what exteninitiemnitee would
be permitted to be indemnified under applicable. [ahne Company agrees to pay the reasonable fabe gpecial
independent counsel referred to above and to inderfutly such counsel against any and all exper(seduding
attorneys’ fees), claims, liabilities and damagesirag out of or relating to this Agreement or #regagement of special
independent counsel pursuant to this Agreement.

() The Company will pay all costs associated wittdaggermination of Indemnitee’s eligibility for
indemnification.




() Notwithstanding anything in this Agreement to tloatrtary, no determination as to entitlement to
indemnification under this Agreement is requiredbéomade prior to the final disposition of the FRrding as to which
indemnity is sought.

2. _Other Expensedhe Company is liable to and will pay the Indetaaifor any and all expenses (including
attorneys’ fees) that are incurred by the Indeneniteconnection with any action brought by the Indéee for (i)
indemnification or Expense Advance by the Compamgeu this Agreement or any other agreement or €nadcuments
now or hereafter in effect relating to indemnifioat or (ii) recovery under any directors’ and offis’ liability insurance
policies maintained by the Company, to the extieat ndemnitee ultimately is determined to be &dito suct
indemnification, Expense Advance or insurance repg\as the case may be. If requested by the Intieenthe Compar
will promptly advance (but in no event more tharefbusiness days after receiving such requestyacly expenses to the
Indemnitee, subject to repayment thereof to thereXthdemnitee is not successful in any actionrreéeto in clause (i)
above.

3. _Partial Indemnity, Etdf the Indemnitee is entitled under any provisidrihas Agreement to indemnification
or payment by the Company for some or a portiothefExpenses or Liabilities, but not, however dibiof the total
amount thereof, the Company will nevertheless ind@nor pay the Indemnitee for the portion theremfvhich the
Indemnitee is entitled. Moreover, notwithstandimg ather provision of this Agreement, to the extiatt the Indemnitee
has been successful on the merits or otherwisefende of any or all Proceedings relating in wiuolan part to an
Indemnifiable Event or in defense of any issue attar therein, including dismissal without prejueithe Indemnitee wi
be indemnified against all Expenses incurred imeation with such successful defense.

4.  _Burden of Proofn connection with any determination by the Revieywarty or otherwise as to whether the
Indemnitee is entitled to be indemnified hereunttex,Reviewing Party or court will presume that lth@emnitee has
satisfied the applicable standard of conduct amuhigled to indemnification, and the burden ofgdraill be on the
Company to establish, by clear and convincing ewidethat Indemnitee is not so entitled.

5. _No Other Presumption&or purposes of this Agreement, the terminatioany Proceeding by judgment,
order, settlement (whether with or without courpigval) or conviction, or upon a plea of nolo cordere, or its
equivalent, will not create a presumption thatltidemnitee did not meet any particular standarcbofduct or have any
particular belief or that a court has determined thdemnification is not permitted by applicaldevl In addition, neithe
the failure of the Reviewing Party to have madet@ignination as to whether the Indemnitee has meparticular
standard of conduct or had any particular belief,an actual determination by the Reviewing Pdrat the Indemnitee
has not met such standard of conduct or did not Baeh belief, prior to the commencement of legat@edings by the
Indemnitee to secure a judicial determination thatindemnitee should be indemnified under applectw, will be a
defense to the Indemnitee’s claim or create a pnpsion that the Indemnitee has not met any pasdicstiandard of
conduct or did not have any particular belief.




6. _Nonexclusivity, Etc.The rights of the Indemnitee hereunder are in audto any other rights the Indemni
may have under the Company’s Charter DocumentseoDGCL or otherwise. To the extent that a changgpplicable
law (whether by statute or judicial decision) pemgreater indemnification by agreement than waeldfforded
currently under the Company’s Charter DocumentiisrAgreement, it is the intent of the partiesgterthat the
Indemnitee will enjoy by this Agreement the gredtenefits so afforded by such change.

7.  _Liability Insurance To the extent the Company maintains an insuraotiey or policies providing directors’
and officers’ liability insurance, the Indemnitedl\we covered by such policy or policies, in aatamce with its or their
terms, to the maximum extent of the coverage aviailtor any Company director or officer. The Comyparill promptly
notify Indemnitee of any good faith determinatiast to provide such coverage or of any lapse oriteation of any such

policy.

8. Defense of Claims, Settlement of Claims

(a) Except as otherwise provided in this Seclipto the extent that it may wish, the Company nsaparately or
jointly with any other indemnifying party, assume the deéeof the Proceeding. After notice from the Conyptan
Indemnitee of its election to assume the defenskeoProceeding, the Company will not be liabléntkemnitee under th
Agreement for any Expenses subsequently incurrdddsmnitee except as otherwise provided belowdemmitee will
have the right to employ Indemnitee’s own coungeluch Proceeding, but the fees and expenseslotsuasel incurred
after notice from the Company of its assumptiothefdefense thereof will be at the expense of Imite®a unless (i) the
employment of counsel by Indemnitee has been aattbby the Company, (ii) Indemnitee and his ordmmsel has
reasonably determined that there is a conflichtdrest between the Company and Indemnitee inadhéuct of the
defense of the Proceeding, or (iii) the Companyrfwsn fact employed counsel to assume the defehge Proceeding
within 60 days of receipt of notice from Indemnité@de Company will not be entitled to assume tHemie of any
Proceeding brought by or on behalf of the Companws to which Indemnitee has made the determmatiovided for ir
(ii) above.

(b) Regardless of whether the Company has asktheealefense of a Proceeding, the Company wilbedtable
to indemnify Indemnitee under this Agreement foy amounts paid in settlement of any Proceedingtdtewithout the
Company’s written consent, and the Company willseitle any Proceeding in any manner that wouldsemny penalty
or limitation on, or require any payment from, Ind@tee without Indemnites’written consent. Neither the Company
the Indemnitee will unreasonably withhold the cortsaliscussed in this subparagraph.

9. Certain Definitions

(@ A*“ Change in Control” is deemed to have occurred if:




(i) Any Person is or becomes the “Beneficial Owner’daBned in Rule 13d-3 promulgated under the
Securities and Exchange Act of 1934, as amended' @xchange Act”)), directly or indirectly, of securities of the
Company representing 35% or more of the combin¢éidg@ower of the Company’s then outstanding séiesti
excluding any Person who becomes a Beneficial Owneonnection with subsection (ii) below. For taeidance of
doubt, any change in the Persons who are the direotlirect Beneficial Owners of the securitiePafrent will not be
deemed to constitute a change in the direct oreatiBeneficial Owners of the Company for purpagabis subsection

(i);

(i)  There is consummated a merger or consolidatioheoCompany with any other corporation or
similar entity, other than (A) a merger or consatidn which would result in the voting securitiddlte Company
outstanding immediately prior to such merger orsotidation continuing to represent (either by ramrgg outstanding or
by being converted into voting securities of thevaing entity or any parent thereof) at least 568the combined voting
power of the securities of the Company or suchiguny entity or any parent thereof outstanding inailagely after sucl
merger of consolidation, or (B) a merger or cortailon effected to implement a recapitalizationh&f Company (or
similar transaction) in which no Person is or beesrthe Beneficial Owner, directly or indirectly,s#curities of the
Company (not including in the securities Beneflgi@wned by such Person any securities acquireztthyr from the
Company or its affiliates) representing 35% or mafréhe combined voting power of the Company’s thatstanding
securities; or

(i)  The stockholders of the Company approve a plamwiptete liquidation or dissolution of the
Company, or there is consummated an agreemerttda@ale or disposition by the Company of all orssafitially all of
the Company’s assets, other than, following a “Bifiribution” (as defined below), a sale or dispiasi by the Company
of all or substantially all of the Company’s asdetan entity, at least 50% of the combined vopoger of the voting
securities of which are owned by stockholders ef@mpany in substantially the same proportiorteeis ownership of
the Company immediately prior to such sale.

Any other provision of this definition notwithstaind, the term Change in Control will not be deerted
have occurred by virtue of: (i) any transaction ethiesults in such Indemnitee, or a group of Pergomhich such
Indemnitee has a substantial interest, acquirimgctly or indirectly, 35% or more of either theethoutstanding shares of
common stock of the Company or the combined vgtimger of the Company’s then outstanding securitesi)

Parent’s distribution of the Company’s shares iraasaction intended to qualify as a distributiowler Section 355 (355
Distribution ”) of the Internal Revenue Code of 1986, as amended

(b) “ DGCL " means the General Corporation Law of the Stateeldware, as the same exists or may hereafte
be amended or interpreted.

(c) “ Expense’ means attorneys’ fees and all other costs, exggeand obligations paid or incurred in
connection with investigating, defending, beingitm@ss in or participating in (including on appeal) preparing for any
of the foregoing, any Proceeding.




(d) “ Indemnifiable Event” means any event or occurrence that takes plalsergarior to or after the Effective
Date (as defined below), related to the fact thatihdemnitee is or was a director or officer &f @ompany, or is or was
serving at the request of the Company as a direatficer, employee, or agent of another corporatio of a partnership,
joint venture, trust or other enterprise, includgggvice with respect to employee benefit plangyareason of anythin
done or not done by the Indemnitee in any suchagpavhether or not the Indemnitee continues twe@ such capacity
(ies).

(e) “ Parent” means EMC Corporation, a Massachusetts corparatio

(f) “ Person” has the meaning ascribed to such term in Se&gaj(9) of the Exchange Act and as used in
Sections 13(d) and 14(d) thereof, including a grasiglefined in Section 13(d) of the Exchange Atexeluding (i) the
Company or Parent, any of their respective subsgdiar any employee benefit plan sponsored or taiaed by the
Company, Parent or any of their respective subsédigincluding any trustee or other fiduciary afyauch plan), (ii) an
underwriter temporarily holding securities pursu@anan offering of such securities, or (iii) a corgtion owned, directly
or indirectly, by the stockholders of the Compamgubstantially the same proportions as their ogmprof stock of the
Company.

(g) “ Proceeding” means any threatened, pending or completed adiot) investigation, arbitration or
proceeding, and any appeal thereof, whether c@rifjinal, administrative or investigative or anyuiry or investigation
whether conducted by the Company or any other ptrdy the Indemnitee in good faith believes might to the
institution of any such action, whether or notitaséd prior to the Effective Date.

(h) “ Reviewing Party” means any appropriate person or body consistirgmeember or members of the
Company’s Board or any other person or body appdiby the Board who is not a party to the particBlemceeding with
respect to which the Indemnitee is seeking indeicatibn. But if there has been a Change in Corfotier than a Chang
in Control which has been approved by a majoritthefBoard who were directors prior to such a Ckeandgontrol), the
Reviewing Party will be the special independentnsali referred to in Section 1(h) hereof.

10. _Amendments, EtdNo supplement, modification or amendment of &gseement will be binding unless
executed in writing by both of the parties her&to.waiver of any of the provisions of this Agreermesill be deemed or
will constitute a waiver of any other provisiongdwf (whether or not similar) nor will such waivanstitute a continuing
waiver.

11. _Subrogationin the event of payment under this AgreementQbmpany will be subrogated to the extent
of such payment to all of the rights of recoveryte Indemnitee, who will execute all papers respiiand do everything
that may be necessary to secure such rights, iimgjubde execution of such documents necessaryablemhe Company
effectively to bring suit to enforce such rights.

12. _No Duplication of Payment3he Company will not be liable under this Agreatt® make any payment
connection with any claim made against the Indesenit




connection with any Proceeding to the extent tliemmitee has otherwise actually received paymergjuany insuranc
policy, provision of a Charter Document or othemyisf the amounts otherwise indemnifiable hereur

13. _Not Employment Contract his Agreement will not be deemed an employmentract between the
Company and Indemnitee, and the Company is nobligabed to continue Indemnitee’s corporate statia director or
an officer or any other capacity by reason of Agseement.

14. _Notice All notices, requests, consents or other comnatimos under this Agreement must be delivered by
hand or sent by registered or certified mail, ret@ceipt requested, or by overnight prepaid couoieby facsimile
(receipt confirmed) to:

if to the Company: VMware, Inc.
3401 Hillview Avenue
Palo Alto, CA 94304
Attention: Office of the General Counsel
Facsimile: 650-475-5101

if to the Indemnitee: [NAME
ADDRESS]

All such notices, requests, consents and other eorimations is deemed to have been duly deliverédeceived three
days following the date on which mailed, or one fidlpwing the date mailed if sent by overnight deu, or on the date
on which delivery by hand or by facsimile transrnuss

15. Duration of Agreemenfhis Agreement is effective as of the earlie(afthe first day the Indemnitee
serves as a director or officer of the Company (@hdhe first day the Indemnitee serves at theestjaf the Company a:
director, officer, employee, or agent of anothepooation or of a partnership, joint venture, trasbther enterprise, even
if such date occurred prior to the date of thiseggmnent (the Effective Date”). The agreements and obligations of the
Company contained in this Agreement will continaedo long as Indemnitee may be subject to anyilpes8roceeding
by reason of (or arising in part out of) an Indeiable Event.

16. _Binding Effect, EtcThis Agreement is effective as of the Effective ®and is binding upon and inures to
the benefit of and be enforceable by the partiestbend their respective successors, assignsgding any direct or
indirect successor by purchase, merger, consaiati otherwise to all or substantially all of thesiness or assets of the
Company, spouses, heirs, executors and personégaldepresentatives. The Company will requireé eause any
successor (whether direct or indirect by purchaseger, consolidation or otherwise)
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to all, substantially all, or a substantial paftihe business or assets of the Company, exprasslysume and agree to
perform this Agreement in the same manner andgséime extent that the Company would be requirgeriorm if no
such succession had taken place.

17. _Severability The provisions of this Agreement will be seveeahblthe event that any of the provisions
hereof (including any provision within a single gew, paragraph or sentence) are held by a coubwipetent jurisdictic
to be invalid, void or otherwise unenforceablerily aespect, and the validity and enforceabilitany such provision in
every other respect and of the remaining provisi@reof will not be in any way impaired and wilhrain enforceable to
the fullest extent permitted by law.

18. _Governing LawThis Agreement is governed by and construed af@t@ed in accordance with the laws of
the State of Delaware applicable to contracts naadeto be performed in such state without givirfgafto the principles
of conflicts of laws.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

9




IN WITNESS WHEREOF, the parties hereto have exetthiess Agreement as of the date and year first
above written.

VMWARE, INC.
By:
Name:
Title:
By:
Name:
Title:
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Exhibit 10.3(

THIRD AMENDMENT TO GROUND LEASE

This Third Amendment to Ground Lease (tAenendment”) is made and entered into as of January 1, 201
“Effective Date” ), by and between THE BOARD OF TRUSTEES OF THE LELANETYANFORD JUNIOF
UNIVERSITY, a body having corporate powers undee thws of the State of California“Lessor” ), and 340
HILLVIEW LLC, a Delaware limited liability compang“Lessee”).

RECITALS

A. Lessor and Lessee are the parties to that certanon@ Lease dated as of February 2, 2006 bel
Lessor and Lessee, as amended by that certaindfrehdment to Ground Lease dated as of Octobe®d7 2nd the
certain Second Amendment to Ground Lease dated &sne 13, 2011 (as amended, thease” ). Capitalized termr
used herein and not defined shall have the meagings to them in the Lease.

B. Lessor and Lessee desire to modify the Lease dsrein this Amendmer
NOW, THEREFORE, the parties hereby mutually promiseenant and agree as follows:

1. Additional Parcel . As of and following the Effective Date, the paroélland commonly known
3421 Hillview Avenue, Palo Alto and more particljadescribed inExhibit A attached hereto shall be added tc
description of the real property leased to Lesagsyant to the Lease and shall thereafter be dutgeibe terms ar
provisions of the Lease.

2. Effect of Amendment. As specifically amended by this Amendment, the kesisall remain in fu
force and effect.

3. Counterparts . This Amendment may be executed in counterpartd) edavhich shall constitute .
original and all of which taken together shall ddnge one instrument.

* k k k%
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IN WITNESS WHEREOF, the parties hereto have exettlis instrument by proper persons thereunto duthorized
the day and year first herein written at Santa&@ounty, California.

LESSOR:

LESSEE:

By:
Its:

By:

By:
Its:

THE BOARD OF TRUSTEES OF THE LELAND
STANFORD JUNIOR UNIVERSITY,

a body having corporate powers under the lawseStiate c
California

/s/ Jean Snider

Managing Director, RE

3401 HILLVIEW LLC,
a Delaware limited liability company

VMware, Inc.,
a Delaware corporation, its member

s/ Iris Gai

Vice President Real Estate & Workplace




Exhibit 10.3(
EXHIBIT A

ADDITIONAL PARCEL
Real property situate in the City of Palo Alto, @buof Santa Clara, State of California, describedollows:

Being a portion of Parcel A, as shown on that eefarcel Map, filed April 27, 1979 in Book 440 Miaps at Page 3
Records of Santa Clara County, described as follows

Being also a portion of that 36,008 acreatcel of land, as described in that certain Memduan of Lease Amendme
between The Board of Trustees of the Leland Stdndanior University and Roche Palo Alto, LLC, redwa April 15
2003, under Document No. 16965756, Official RecafdSanta Clara County, more particularly descriagdollows:

Beginning at the most southerly corner of said 36,008 acregb&Doc. 16965756), said corner being also atpminthe
southwesterly line of said Parcel A (440 M 37);

Thence along said southwesterly line of said Pakc®lorth 15°27°55” West, 856.93 feet;
Thence leaving said southwesterly line, the follogviour (4) courses:

1) North 85°2(05” East, 255.73 feet to the beginning of a nomgent curve, concave to the southwest, having a
radius of 370.00 feet, from which a radial line tse8outh 50°25'21” West;
2) Southeasterly, along said curve, through arakangel of 34°26’52and an arc length of 222.45 fe
3) South 05°07’47East, 284.07 fee
4) North 84°4719” East, 291.54 feet to a point on the easterly lireaa 36.008 acre parcel (Doc. 169657
Thence along said easterly line and along the gémasterly and southerly lines of said 36.008 peneel, following
twelve (12) courses:

1) South 09°38'42¥West, 26.65 fee
2) South 80°21'18East, 60.31 fee

3) South 05°16’41East, 233.88 fee
4) South 84°43'19West, 65.79 fee
5) North 05°1¢41” West, 10.15 fee
6) South 84°43'19West, 89.73 fee
7) South 05°16'41East, 32.52 fee
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8) North 84°4719” East, 18.38 fee
9) South 05°16’41East, 51.46 fee

10)  South 85° 00'12” West, 28.74 feet to the begig of a non-tangent curve, concave to the sdwhing a
radius of 20.00 feet, from which a radial line I®=8puth 36°41'24” West;

11)  Northwesterly, westerly and southwesterly, alorid sarve, through a central angle of 8323” and an arc
length of 29.10 feet;

12)  South 85°00'12” west, 318.23 fee to the poirBeginning.
Containing an area of 7.050 acres, more or less.

As shown on Exhibit “B” attached hereto and magbaid of hereof.

This description was prepared by me or under mgction.
For BKF Engineers

/s/ Davis Thresh

Davis Thresh, P.L.S. No. 6868
License expires 9-30-2004

8-11-2004
Date

K:\Sur02\026107\Legals\Building Site A-1.doc
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Exhibit 10.3:

NOTE EXCHANGE AGREEMENT

THIS NOTE EXCHANGE AGREEMENT (this ‘Agreement”) is entered into as of January 21, 2014, by and dey
VMware, Inc., a Delaware corporation (th&taker ”) and EMC Corporation, a Massachusetts corpordtiom “ Payee”).

RECITALS

A. Payee is the holder of an Amended and Restatedi$¥om Note issued by Maker dated June 10, 20lhe
original principal amount of $450,000,000 (thEXisting Note”).

B. Payee has agreed to extend new additional cretifiateer in the principal amount of $1,050,000,00@ (time o
such new credit extension being théffective Time ”) and to exchange the Existing Note for three (3) meies, one in tt
principal amount of $680,000,000 with a maturityedaf May 1, 2018, one in the principal amount 55,000,000 with a matur
date of May 1, 2020 and one in the principal amafr§270,000,000 with a maturity date of Decemhe2@2 (collectively, the “
Exchange Notes) in the form attached hereto Bxhibit A .

AGREEMENT
1. Exchange of Notes

Payee and Maker hereby agree that, (a) Payeeesttafid new additional credit to Maker in the prapatiamount ¢
$1,050,000,000, (b) at the Effective Time, Makealkhay Payee all outstanding accrued interest &l other costs and expel
due under the Existing Note (theJutstanding Existing Note Non-Principal Obligations”), (¢) Maker shall issue and deliver
Exchange Notes to Payee in exchange for the dglifethe Existing Note by Payee to Maker, (d) dffexas of the Effective Tim
the Existing Note shall be exchanged into the ErgkhaNotes and all obligations of Maker to Payeeeunlle Existing Note th
remain outstanding after the Effective Time shall ienewed, extended and maodified in accordancedhefe) following th
Effective Time, the terms of the Existing Note $lcalase to have any force and effect, and (f) PapdeMaker shall execute a cross-
receipt to evidence the exchange of the ExistinteNar the Exchange Notes.

2. Additional Agreements

(@ This Agreement shall be governed by and constroegiccordance with the laws of the Commonweal
Massachusetts.

(b) In the event that any provision of this Agreementhe application thereof, becomes or is declared bour
of competent jurisdiction to be illegal, void oramorceable, the remainder of this Agreement vatitaue in full force and effe
and the application of such provision to other pessor circumstances will be interpreted so asoresly to effect the intent of t
parties hereto. The parties further agree to repkuch void or unenforceable provision of this Agnent with a valid ar
enforceable provision that will achieve, to the emtt possible, the economic, business and otheropaspof such void
unenforceable provision. This Agreement may be @beecin multiple counterparts (including facsimileunterparts), each of whi
shall constitute an original and all of which tdgatshall constitute one and the same instrument.

[Signature Page Follows]

1




IN WITNESS WHEREOF, the undersigned Payee and Mbakee executed this Agreement effective as of tie det fort
above.
MAKER:

VMWARE, INC.

By: /s/ Jonathan Chadwick
Name: Jonathan Chadwick
Title: Chief Financial Officer and EVP

PAYEE:

EMC CORPORATION

By: /s/ Denis Cashman
Name: Denis Cashman
Title: Chief Accounting Officer and Chief Operatifficer, Finance




Exhibit A

Form of Exchange Note
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PROMISSORY NOTE

[$680,000,000][$550,000,000][$270,000,000] Jayua , 2014

FOR VALUE RECEIVED, VMware, Inc., a Delaware corption (the “ Maker), hereby promises to pay
to the order of EMC Corporation, a Massachusettsaration (the “ Paye®9, its successors and assigns, on or before the
Maturity Date (as hereinafter defined), the priatigum of [Six Hundred Eighty Million Dollars ($68®0,000)][Five
Hundred Fifty Million Dollars ($550,000,000)][Twouthdred Seventy Million Dollars ($270,000,000)] ttger with
interest from the date hereof on the unpaid praddialance hereof from time to time outstandingspant to the terms
and conditions contained herein.

Interest shall accrue on the outstanding prindyadédnce of this Promissory Note (the * Ndteluring each
fiscal quarter of the Payee (each, a “ Fiscal @udyriat a rate per annum of 1.75%.

Interest shall be payable quarterly in arrears cermaimg on March 31, 2014 and continuing on the
last business day of each Fiscal Quarter therea&fteept that the entire unpaid balance of accintedest, if not sooner
paid, shall be due and payable in full on or betbeeMaturity Date. Interest hereunder shall bemated on the basis of
365-day year for the actual number of days elapskgayments of interest and principal under tRste shall be in
lawful money of the United States of America.

The principal balance evidenced by this Note, togetvith all accrued but unpaid interest thereballde
due and payable in full on or before [May 1, 200&j 1, 2020][December 1, 2022] (the * Maturity D&teprovided,
however, that the Maker shall have the right to prepag Mote in full or in part at any time beginning @ys from the
date hereof (the * Prepayment RightAny prepayment amount received by the Payemmection with the Prepayment
Right shall be applied first to accrued but unpatdrest thereon through the date of such prepayrttean to principal.
Any such prepayment shall be due and payable withioy premium or penalty of any kind.

In the event that the Maker fails to make any gépayment or any other payment as and when dle an
such payment remains unpaid for a period of maaa Hixty (60) days after notice from the Payee Ragee may, at the
Payee’s sole discretion, accelerate the maturigfl@mounts due hereunder, all of which shallmediately due and
payable in full upon written demand from the Paggeeived by the Maker. Upon the Ma’s receipt of such written
notice of acceleration from the Payee, all amoduotshereunder shall automatically and immediateldire and payable
in full, without further presentment, demand, psbter notice of any kind, all of which are herelxprssly waived by the
Maker.

The Maker, for itself and its successors and assigereby waives presentment, protest, notice rofde,
demand for payment, notice of intention to accééenaaturity, notice of acceleration of maturitytine of sale and all
other notices of any kind whatsoever, except for




the written notice of acceleration and the writherice of a past due payment provided for in theediately preceding
paragraph. Any failure by the Payee to exerciseramy hereunder or otherwise available at lawnoequity shall not b
construed as a waiver of the right to exercisestimae, or any other right or remedy, at any time.

No waiver, amendment or other modification of tNite shall be binding upon either the Maker or the
Payee, unless in writing and signed by a duly-aigkd representative of both parties. If any priowviof this Note shall
be prohibited or invalid under applicable law, spcbvision shall be ineffective but only to the et of such prohibition
or invalidity, and without invalidating the remagrdof such provision or the remaining provisionshi$é Note.

Payee may assign or transfer any or all of thegahibns hereunder. This Note shall be binding upen

Maker and its successors and assigns. This Notiebghgoverned by and construed in accordance théhaws of the
Commonwealth of Massachusetts.

(Signature Page Follows)




IN WITNESS WHEREOF, the Maker has caused this Notee duly executed and effective as of the day
and year first above written.

VMWARE, INC.

By: _
Printed Name:__
Title: _

sf-3374708



Exhibit 10.3:
PROMISSORY NOTE

$680,000,000 January 31, 2014

FOR VALUE RECEIVED, VMware, Inc., a Delaware corption (the “ Maker), hereby promises to pay
to the order of EMC Corporation, a Massachusettsaration (the “ Paye®9, its successors and assigns, on or before the
Maturity Date (as hereinafter defined), the primtigum of Six Hundred Eighty Million Dollars ($6800,000) together
with interest from the date hereof on the unpaidggpal balance hereof from time to time outstagdipursuant to the
terms and conditions contained herein.

Interest shall accrue on the outstanding prindjadance of this Promissory Note (the “ Noteluring each
fiscal quarter of the Payee (each, a " Fiscal Qudrtat a rate per annum of 1.75%.

Interest shall be payable quarterly in arrears cermaimg on March 31, 2014 and continuing on the
last business day of each Fiscal Quarter thereafteept that the entire unpaid balance of accintedest, if not sooner
paid, shall be due and payable in full on or betbeeMaturity Date. Interest hereunder shall be mated on the basis of
365-day year for the actual number of days elapskgayments of interest and principal under tRste shall be in
lawful money of the United States of America.

The principal balance evidenced by this Note, togetvith all accrued but unpaid interest thereballde
due and payable in full on or before May 1, 201@ (t Maturity Date"); provided, however, that the Maker shall have
the right to prepay this Note in full or in partaaty time beginning 90 days from the date herédwaf (tPrepayment Right
"). Any prepayment amount received by the Payemmection with the Prepayment Right shall be &glpfirst to
accrued but unpaid interest thereon through the afegsuch prepayment, then to principal. Any sugpayment shall be
due and payable without any premium or penaltyngfland.

In the event that the Maker fails to make any egeépayment or any other payment as and when dle an
such payment remains unpaid for a period of maaa #ixty (60) days after notice from the Payee Ragee may, at the
Payee’s sole discretion, accelerate the maturigll@mounts due hereunder, all of which shallmediately due and
payable in full upon written demand from the Pasgmived by the Maker. Upon the Ma'’s receipt of such written
notice of acceleration from the Payee, all amodotshereunder shall automatically and immediatelgire and payable
in full, without further presentment, demand, psbiar notice of any kind, all of which are herebypeessly waived by the
Maker.

The Maker, for itself and its successors and assigereby waives presentment, protest, notice rofde,
demand for payment, notice of intention to accééenaaturity, notice of acceleration of maturitytine of sale and all
other notices of any kind whatsoever, except fenthitten notice of acceleration and the writtetic®of a past due
payment provided for in tr




immediately preceding paragraph. Any failure by Hfagee to exercise any right hereunder or otheraviadable at law ¢
in equity shall not be construed as a waiver ofritjiet to exercise the same, or any other rightearedy, at any time.

No waiver, amendment or other modification of tRste shall be binding upon either the Maker or the
Payee, unless in writing and signed by a duly-ai#bd representative of both parties. If any prioviof this Note shall
be prohibited or invalid under applicable law, spcbvision shall be ineffective but only to the et of such prohibition
or invalidity, and without invalidating the remagrdof such provision or the remaining provisionshi$é Note.

Payee may assign or transfer any or all of thegahibns hereunder. This Note shall be binding upen
Maker and its successors and assigns. This Notiebghgoverned by and construed in accordance théhaws of the
Commonwealth of Massachusetts.

(Signature Page Follows)




IN WITNESS WHEREOF, the Maker has caused this Notee duly executed and effective as of the day
and year first above written.

VMWARE, INC.

By: /s/ Jonathan Chadwick
Printed Name: Jonathan Chadwick
Title: Chief Financial Officer and EVP

sf-3374708



Exhibit 10.3:
PROMISSORY NOTE

$550,000,000 January 31, 2014

FOR VALUE RECEIVED, VMware, Inc., a Delaware corption (the “ Maker), hereby promises to pay
to the order of EMC Corporation, a Massachusettsaration (the “ Paye®9, its successors and assigns, on or before the
Maturity Date (as hereinafter defined), the primtigum of Five Hundred Fifty Million Dollars ($53®0,000) together
with interest from the date hereof on the unpaidggpal balance hereof from time to time outstagdipursuant to the
terms and conditions contained herein.

Interest shall accrue on the outstanding prindjadance of this Promissory Note (the “ Noteluring each
fiscal quarter of the Payee (each, a " Fiscal Qudrtat a rate per annum of 1.75%.

Interest shall be payable quarterly in arrears cermaimg on March 31, 2014 and continuing on the
last business day of each Fiscal Quarter thereafteept that the entire unpaid balance of accintedest, if not sooner
paid, shall be due and payable in full on or betbeeMaturity Date. Interest hereunder shall be mated on the basis of
365-day year for the actual number of days elapskgayments of interest and principal under tRste shall be in
lawful money of the United States of America.

The principal balance evidenced by this Note, togetvith all accrued but unpaid interest thereballde
due and payable in full on or before May 1, 202@ (t Maturity Date"); provided, however, that the Maker shall have
the right to prepay this Note in full or in partaaty time beginning 90 days from the date herédwaf (tPrepayment Right
"). Any prepayment amount received by the Payemmection with the Prepayment Right shall be &glpfirst to
accrued but unpaid interest thereon through the afegsuch prepayment, then to principal. Any sugpayment shall be
due and payable without any premium or penaltyngfland.

In the event that the Maker fails to make any egeépayment or any other payment as and when dle an
such payment remains unpaid for a period of maaa #ixty (60) days after notice from the Payee Ragee may, at the
Payee’s sole discretion, accelerate the maturigll@mounts due hereunder, all of which shallmediately due and
payable in full upon written demand from the Pasgmived by the Maker. Upon the Ma'’s receipt of such written
notice of acceleration from the Payee, all amodotshereunder shall automatically and immediatelgire and payable
in full, without further presentment, demand, psbiar notice of any kind, all of which are herebypeessly waived by the
Maker.

The Maker, for itself and its successors and assigereby waives presentment, protest, notice rofde,
demand for payment, notice of intention to accééenaaturity, notice of acceleration of maturitytine of sale and all
other notices of any kind whatsoever, except fenthitten notice of acceleration and the writtetic®of a past due
payment provided for in tr




immediately preceding paragraph. Any failure by Hfagee to exercise any right hereunder or otheraviadable at law ¢
in equity shall not be construed as a waiver ofritjiet to exercise the same, or any other rightearedy, at any time.

No waiver, amendment or other modification of tRste shall be binding upon either the Maker or the
Payee, unless in writing and signed by a duly-ai#bd representative of both parties. If any prioviof this Note shall
be prohibited or invalid under applicable law, spcbvision shall be ineffective but only to the et of such prohibition
or invalidity, and without invalidating the remagrdof such provision or the remaining provisionshi$é Note.

Payee may assign or transfer any or all of thegahibns hereunder. This Note shall be binding upen
Maker and its successors and assigns. This Notiebghgoverned by and construed in accordance théhaws of the
Commonwealth of Massachusetts.

(Signature Page Follows)




IN WITNESS WHEREOF, the Maker has caused this Notee duly executed and effective as of the day
and year first above written.

VMWARE, INC.

By: /s/ Jonathan Chadwick
Printed Name: Jonathan Chadwick
Title: Chief Financial Officer and EVP

sf-3374708



Exhibit 10.3¢
PROMISSORY NOTE

$270,000,000 January 31, 2014

FOR VALUE RECEIVED, VMware, Inc., a Delaware corption (the “ Maker), hereby promises to pay
to the order of EMC Corporation, a Massachusettsaration (the “ Paye®9, its successors and assigns, on or before the
Maturity Date (as hereinafter defined), the priatigum of Two Hundred Seventy Million Dollars ($2000,000) togetht
with interest from the date hereof on the unpaidggpal balance hereof from time to time outstagdipursuant to the
terms and conditions contained herein.

Interest shall accrue on the outstanding prindadance of this Promissory Note (the “ Noteluring each
fiscal quarter of the Payee (each, a " Fiscal Qudrtat a rate per annum of 1.75%.

Interest shall be payable quarterly in arrears cermaimg on March 31, 2014 and continuing on the
last business day of each Fiscal Quarter thereafteept that the entire unpaid balance of accintedest, if not sooner
paid, shall be due and payable in full on or betbeeMaturity Date. Interest hereunder shall be mated on the basis of
365-day year for the actual number of days elapskgayments of interest and principal under tRste shall be in
lawful money of the United States of America.

The principal balance evidenced by this Note, togetvith all accrued but unpaid interest thereballde
due and payable in full on or before December 2228he “_Maturity Dat€); provided, however, that the Maker shall
have the right to prepay this Note in full or inrfpat any time beginning 90 days from the date dfgfthe “ Prepayment
Right”). Any prepayment amount received by the Payemmmection with the Prepayment Right shall be a&gjfirst to
accrued but unpaid interest thereon through the afegsuch prepayment, then to principal. Any sugpayment shall be
due and payable without any premium or penaltyngfland.

In the event that the Maker fails to make any egépayment or any other payment as and when dle an
such payment remains unpaid for a period of maaa #ixty (60) days after notice from the Payee Ragee may, at the
Payee’s sole discretion, accelerate the maturigll@mounts due hereunder, all of which shallmediately due and
payable in full upon written demand from the Pasgmived by the Maker. Upon the Ma'’s receipt of such written
notice of acceleration from the Payee, all amodotshereunder shall automatically and immediatelgire and payable
in full, without further presentment, demand, psbiar notice of any kind, all of which are herebypeessly waived by the
Maker.

The Maker, for itself and its successors and assigereby waives presentment, protest, notice rofde,
demand for payment, notice of intention to accééenaaturity, notice of acceleration of maturitytine of sale and all
other notices of any kind whatsoever, except fenthitten notice of acceleration and the writtetic®of a past due
payment provided for in tr




immediately preceding paragraph. Any failure by Hfagee to exercise any right hereunder or otheraviadable at law ¢
in equity shall not be construed as a waiver ofritjiet to exercise the same, or any other rightearedy, at any time.

No waiver, amendment or other modification of tRste shall be binding upon either the Maker or the
Payee, unless in writing and signed by a duly-ai#bd representative of both parties. If any prioviof this Note shall
be prohibited or invalid under applicable law, spcbvision shall be ineffective but only to the et of such prohibition
or invalidity, and without invalidating the remagrdof such provision or the remaining provisionshi$é Note.

Payee may assign or transfer any or all of thegahibns hereunder. This Note shall be binding upen
Maker and its successors and assigns. This Notiebghgoverned by and construed in accordance théhaws of the
Commonwealth of Massachusetts.

(Signature Page Follows)




IN WITNESS WHEREOF, the Maker has caused this Notee duly executed and effective as of the day
and year first above written.

VMWARE, INC.

By: /s/ Jonathan Chadwick
Printed Name: Jonathan Chadwick
Title: Chief Financial Officer and EVP

sf-3374708



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Patrick P. Gelsinger, certify that:
1. I have reviewed this quarterly report on FodHd of VMware, Inc.

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact ortéonstate a material fact necessary to make
the statements made, in light of the circumstanoger which such statements were made, not mislgadih respect to the period covered
by this report;

3. Based on my knowledge, the financial statements ostmer financial information included in this repdairly present in all material respe:
the financial condition, results of operations aadh flows of the registrant as of, and for, theopls presented in this report;

4.  The registrant’s other certifying officer(s)dainare responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15d)1afel internal control over financial reporting @efined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg toeriod in which this report is being prepared,;

b. Designed such internal control over finanoggdarting, or caused such internal control overrfaia reporting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeadbepted accounting principles;

c. Evaluated the effectiveness of the registratiSslosure controls and procedures and presemteitsi report our conclusions about the
effectiveness of the disclosure controls and proes] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thestegint’s internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5.  The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent el@iuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directspersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refaioancial information; and

b.  Any fraud, whether or not material, that innedumanagement or other employees who have a sigmiifiole in the registrant’s internal
control over financial reporting.

Date: May 1, 2014 By: /s/ Patrick P. Gelsinger

Patrick P. Gelsinger
Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jonathan C. Chadwick, certify that:
1. I have reviewed this quarterly report on FodHd of VMware, Inc.

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact ortéonstate a material fact necessary to make
the statements made, in light of the circumstanoger which such statements were made, not mislgadih respect to the period covered
by this report;

3. Based on my knowledge, the financial statements ostmer financial information included in this repdairly present in all material respe:
the financial condition, results of operations aadh flows of the registrant as of, and for, theopls presented in this report;

4.  The registrant’s other certifying officer(s)dainare responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15d)1afel internal control over financial reporting @efined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg toeriod in which this report is being prepared,;

b. Designed such internal control over finanoggdarting, or caused such internal control overrfaia reporting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeadbepted accounting principles;

c. Evaluated the effectiveness of the registratiSslosure controls and procedures and presemteitsi report our conclusions about the
effectiveness of the disclosure controls and proes] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thestegint’s internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5.  The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent el@iuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directspersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refaioancial information; and

b.  Any fraud, whether or not material, that innedumanagement or other employees who have a sigmiifiole in the registrant’s internal
control over financial reporting.

Date: May 1, 2014 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer and Executive Vice Presideh
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

I, Patrick P. Gelsinger, certify pursuant to 18 I@.SSection 1350, as adopted pursuant to Secti6robthe Sarbanes-Oxley Act of 2002,
that, to my knowledge, the Quarterly Report of VMgdnc. on Form 10-Q for the fiscal quarter entftadch 31, 2014 fully complies with the
requirements of Section 13(a) or 15(d) of the SdearExchange Act of 1934 and the information eargd in such Form 10-Q fairly presents, in
all material respects, the financial condition aesllts of operations of VMware, Inc.

Date: May 1, 2014 By: /s/ Patrick P. Gelsinger

Patrick P. Gelsinger
Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

[, Jonathan C. Chadwick, certify pursuant to 18.0.Section 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that, to my knowledge, the Quarterly Report of VMgdnc. on Form 10-Q for the fiscal quarter entftadch 31, 2014 fully complies with the
requirements of Section 13(a) or 15(d) of the SdearExchange Act of 1934 and the information eargd in such Form 10-Q fairly presents, in
all material respects, the financial condition aesllts of operations of VMware, Inc.

Date: May 1, 2014 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer and Executive Vice Presideh
(Principal Financial Officer)




