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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): dnuary 23, 2012

VMWARE, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 001-33622 94-3292913
(State or Other Jurisdiction (Commission (IRS Employer
of Incorporation) File Number) Identification Number)
3401 Hillview Avenue, Palo Alto, CA 94304
(Address of Principal Executive Offices’ (Zip code)

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

N/A

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

Check the appropriate box below if the ForrK &ling is intended to simultaneously satisfy tlillng obligation of the registrant under any oé!
following provisions (see General Instruction Ab2low):

O  Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.4:
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))

O oo




Item 2.02 Results of Operations and Financial Con¢on.

On January 23, 2012, VMware, Inc. (“VMware”) issuegress release announcing its financial resoftthe quarter and year ended
December 31, 2011. The press release, which ingludermation regarding VMware’s use of non-GAARdncial measures, is attached hereto
as Exhibit 99.1 and incorporated by reference herei

The information in this Item 2.02 and the Exhilittahed hereto shall not be deemed “filed” for msgs of Section 18 of the Securities
Exchange Act of 1934 (the “Exchange Act”) or othisevsubject to the liabilities of that section, sball it be deemed incorporated by reference
in any filing under the Securities Act of 1933 be tExchange Act, regardless of any general incatjmsr language in such filing.

Item 9.01 Financial Statements and Exhibits.
(d) Exhibits

99.1 Press release of VMware, Inc. dated January 23,



SIGNATURES

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

Date: January 23, 2012

VMWARE, INC.

By: /s/ Mark S. Pee
Mark S. Peel
Chief Financial Officer and C-
President, Business Operatic




Exhibit 99.1

vmware

VMware Reports Fourth Quarter and Full Year 2011 Results
Annual Revenue Growth of 32% to $3.77 Billion Aturth Quarter Yee-over-Year Growth of 27% to $1.06 Billic

Annual Operating Margin of 19.5%; N-GAAP Operating Margin of 31.0%. Fourth Quarter @gng Margin of 20.2%; Non-GAAP
Operating Margin of 31.99

Trailing Twelve Months Operating Cash Flows Growflv2% to $2.03 Billion; Free Cash Flows Growth6@2 to $1.95 Billior

PALO ALTO, Calif., January 23, 2012— VMware, Inc. (NYSE:VYMW), the global leader in tualization and cloud infrastructure, today
announced financial results for the fourth quaated full year of 2011:

Revenues for the fourth quarter were $1.06 billamjncrease of 27% from the fourth quarter of 2@@ an increase of 26% measured
in constant currenc

Operating income for the fourth quarter was $21Hioni an increase of 64% from the fourth quarte2@10. Non-GAAP operating
income for the fourth quarter was $338 million,iserease of 37% from the fourth quarter of 2C

Net income for the fourth quarter was $200 million$0.46 per diluted share, compared to $120ani/lor $0.28 per diluted share, -
the fourth quarter of 2010. Non-GAAP net incometfog quarter was $266 million, or $0.62 per dilusbdre, compared to $198
million, or $0.46 per diluted share, for the fougtharter of 201C

Operating cash flows for the fourth quarter wer63$illion, an increase of 38% from the fourth gaapf 2010. Free cash flows for
the quarter were $535 million, an increase of 328tnfthe fourth quarter of 201

Revenues for 2011 were $3.77 billion, an incred¥2&o0 from 2010

Operating income for 2011 was $735 million, an @ase of 72% from 2010. Non-GAAP operating income2fil1 was $1.17 billion,
an increase of 43% from 201

Net income for 2011 was $724 million, or $1.68 diduted share, compared to $357 million, or $0.84 dliluted share, for 2010. N-
GAAP net income for 2011 was $936 million, or $2pEf diluted share, compared to $639 million, ab%Iper diluted share, for 201

Operating cash flows for 2011 were $2.03 billion,jrrcrease of 72% and free cash flows for the yeae $1.95 billion, an increase of
62% from 2010

Cash, cash equivalents and s-term investments were $4.51 billion and unearnedmae was $2.71 billion as of December 31, 2!

U.S. revenues for 2011 grew 26% to $1.82 billi@nfr2010. International revenues grew 38% to $1iliémfrom 2010.

License revenues for 2011 were $1.84 billion, amdase of 31% from 2010. Service revenues, whiclude software maintenance and
professional services, were $1.93 billion for 2041 jncrease of 32% from 201



“The quarter’s strong performance further signat virtualization is the foundation for simplifgrand automating IT,” said Paul Maritz, chief
executive officer, VMware. “As customers continoedtive significant IT transformation, our task r&ims in providing solutions that go beyond
cost reduction, yielding business and competitaies.”

“We are pleased with our record fourth quarter itssusaid Mark Peek, chief financial officer, VMw&a “Our investments over the years have
clearly paid off and we will continue to take adisge of long-term opportunities ahead. First qué2@d.2 revenues are expected to be in the
range of $1.015 and $1.040 billion, an increas086 to 23% from the first quarter 2011. Annual 2@6&2enues are expected to be in the range
of $4.475 and $4.6 billion, an increase of 19%28&0Xrom 2011, and annual license revenues are &géx grow between 11% and 16%.”

Recent Highlights & Strategic Announcements

* In October 2011, VMware unveiled three productesidesigned to simplify and automate IT managenith significant
enhancements to VMwafe vCenter Operations™ anahtfaduction of new VMwar€@ vFabric Application Magement™ and
VMware® IT Business Management suites, VMware wallghcustomers amplify the value of their virtualeanments and achieve the
agility and economics of cloud computir

* VMware announced VMware vCenter™ Protect Essenflhls™, a complete on-premise management systeigneesto meet the
needs of the small and midsize businesses (SMBkgahancements to its VMware Go Pro™ service, siyapd IT management for
SMBs.

» VMware announced VMwar@ Horizon Mobile, a simplenar IT departments to securely provision, manage de-provision a
corporate mobile workspace to an employee’s Anddeidce over-the-air, while enabling the employeectain the privacy and control
of their personal mobile environments. VMware HoriaVobile is expected to be available in early 2(

* In December 2011, VMware announced new VMware Vie@lignts for Kindle Fire, Mac and Linux, along witipdates to its popular
VMware View Clients for Android and iPad. The newlWare View Clients for Mac and Linux enable IT onggations to empower
more agile, productive and connected workforcechpsl communities by providing an easy-to-accesg-fidelity desktop
virtualization experience optimized for the devidaheir choice. The new VMware View™ Clients fom®land Linux are expected to
be available in early 201

VMware plans to host a conference call today tdes\its fourth quarter and 2011 results and tousdts financial outlook. The call is
scheduled to begin at 2:00 p.m. PT/ 5:00 p.m. BT Gam be accessed via the Web at http://ir.ymwane.cThe webcast will be available live,
and a replay will be available following completiohthe live broadcast for approximately 60 days.

About VMware

VMware is the leader in virtualization and cloudrastructure solutions that enable businessesriteetin the Cloud Era. Customers rely on
VMware to help them transform the way they buildliger and consume Information Technology resouncesmanner that is evolutionary and
based on their specific needs. With 2011 reventi#8.@7 billion, VMware has more than 300,000 costes and 25,000 partners. The company
is headquartered in Silicon Valley with officesatighout the world and can be found online at wwwvame.com

HHH

VMware, VMware vCenter Operations, VMware vFabrigpfication Management, VMware vCenter Protect EsalsnPlus, VMware View and
VMware Go Pro are registered trademarks or tradesnafrVMware, Inc. in the United States and/or ofjaesdictions. Other marks mentioned
herein are trademarks, which are proprietary to \dvky Inc. or another compar



Use of Non-GAAP Financial Measures

Reconciliations of non-GAAP financial measures tdware’s financial results as determined in accocganith GAAP are included at the end
of this press release following the accompanyingricial data. For a description of these non-GAiABrfcial measures, including the reasons
management uses each measure, please see tha séttie tables titled “About Non-GAAP Financial Esures.”

Forward-Looking Statements

This press release contains forward-looking statgésn@cluding, among other things, statements diggrVMware’s expected first quarter and
annual 2012 revenues and annual 2012 license reygowth, the expected transformation of IT andrthe and value proposition of
virtualization and VMware solutions in the IT tréosnation, our ability to take advantage of longrieopportunities, the value to customers and
the prospect of customer adoption of our new produites, and the expected features and benefitsailability ofVMware Horizon Mobile
and VMware View Clients for Mac and Linux.Thesevfard-looking statements are subject to the safedngrovisions created by the Private
Securities Litigation Reform Act of 1995. Actuaktdts could differ materially from those projeciadhe forward-looking statements as a result
of certain risk factors, including but not limitéat (i) adverse changes in general economic or etaxnditions; (ii) delays or reductions in
consumer or information technology spending; i@mpetitive factors, including but not limited tdging pressures, industry consolidation,
entry of new competitors into the virtualizatiordacioud computing markets, and new product and etauty initiatives by our competitors;

(iv) factors that affect timing of license revemeeognition such as product announcements, betagrs and product promotions that can ¢
revenue recognition of certain orders to be de€erqe our customers’ ability to develop, and tartsition to, new products and computing
strategies such as cloud computing and desktopadization; (vi) the uncertainty of customer acesge of emerging technology; (vii) changes
in the willingness of customers to enter into lanigem licensing and support arrangements; (\wipid technological and market changes in
virtualization software and platforms for cloud atesktop computing; (ix) changes to product develemt timelines; (x) VMwares relationshig
with EMC Corporation and EMC'’s ability to controlatters requiring stockholder approval, including glection of VMware’s board members;
(xi) our ability to protect our proprietary techogl; (xii) our ability to attract and retain highdyalified employees; (xiii) the successful
integration of acquired companies and assets iMav&re; and (xiv) fluctuating currency exchange safehese forward looking statements are
based on current expectations and are subjectc@riainties and changes in condition, significavedue and effect as well as other risks
detailed in documents filed with the Securities &xdhange Commission, including our most recentntspon Form 10-K and Form 10-Q and
current reports on Form 8-K that we may file frame to time, which could cause actual results tty fim expectations. VMware assumes no
obligation to, and does not currently intend todafe any such forward-looking statements aftedtte of this release.

Contacts:

Michael Haase

VMware Investor Relations
mhaase@vmware.com
650-427-2875

Gloria Lee

VMware Investor Relations
glee@vmware.com
65C-427-3267




Joan Stone

VMware Global Communications
joanstone@vmware.co
65C-427-4436




VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)

For the Three Months Ended
December 31

For the Year Ended

December 31

Operating activities:
Net income

Adjustments to reconcile net income to net cashigea by operating activitie:

Depreciation and amortizatic
Stoclk-based compensation, excluding amounts capita
Excess tax benefits from stc-based compensatic
Gain on sale of Terremark investm:
Other
Changes in assets and liabilities, net of acqorssti
Accounts receivabl
Other asset
Due to/from EMC, ne
Accounts payabl
Accrued expense
Income taxes receivable from EN
Income taxes payab
Deferred income taxes, n
Unearned revent
Net cash provided by operating activit
Investing activities:
Additions to property and equipme
Purchase of leasehold inter
Capitalized software development cc
Purchases of availat-for-sale securitie
Sales of availab-for-sale securitie
Maturities of availabl-for-sale securitie
Sale of strategic investmer
Business acquisitions, net of cash acqu
Transfer of net assets under common cot
Other investing
Net cash used in investing activiti
Financing activities:
Proceeds from issuance of common si
Repurchase of common sto
Excess tax benefits from stc-based compensatic
Shares repurchased for tax withholdings on vesifiigstricted stocl
Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of the ¢gb
Cash and cash equivalents at end of the pi

2011 2010 2011 2010

$ 200,42¢ $ 119,88 $ 72393 $ 357,43¢
86,22¢ 77,09( 315,87: 260,55
80,75¢ 86,50: 335,15! 291,69
(26,817) (56,25%) (224,50)) (223,45)
— — (56,000 —
10,62¢ 6,96: 21,42( 13,08:
(336,12) (236,36 (263,36) (77,12)
15,57¢ 3,99¢ (75,879 (79,437
(61,310 (44,439 (18,370) (28,509
(3,960 4,29: (16,519 8,881
100,35: 92,35: 115,02 120,88(
23,01¢ — 269,25¢ 2,50¢
27,26: 46,61¢ 79,18: 89,43¢
(28,936 (48,519 (19,669 (56,94¢)
474,30( 354,48 840,08: 495,38.
561,40 406,61 2,025,63; 1,174,38!
(52,917 (40,45() (230,09 (131,69%)
— — (151,08)) —

— (15,955 (73,999 (64,149
(584,39)  (477,20)  (2,667,88)  (2,101,90)
208,05¢ 265,03 816,35 389,25
249,70 96,16( 974,41 127,05
— — 78,51: 2,64¢

— — (303,610 (292,970

— (10,580 (22,399 (185,58()
(815) (4,800) (31,18)) (4,59
(180,359  (187,79)  (1,610,97) (2,261,94)
52,33: 75,46( 337,61 431,30¢
(35,287 (52,587 (526,202 (338,52)
26,81: 56,25: 224,50! 223,45
(18,979 (16,06%) (123,78) (86,179
24,87, 63,06: (87,869 230,05
405,92" 281,88! 326,79 (857,491
1,549,82  1,347,08 1,628,96! 2,486,46:
$1,955,75 $1,628,96! $1,95575 $ 1,628,96!




Revenues
License
Services

Operating expenses (:
Cost of license revenus
Cost of services revenu
Research and developme
Sales and marketir
General and administratiy
Operating incom
Investment incom:
Interest expense with EM
Other income (expense), r
Income before income tax
Income tax provisiol
Net income

VMware, Inc.

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

(unaudited)

Net income per weight-average share, basic for Class A and Cla

Net income per weight-average share, diluted for Class A and Cla

Weightec-average shares, basic for Class A and Cle
Weightec-average shares, diluted for Class A and Cla

(1) Includes stoc-based compensation as follov

Cost of license revenu
Cost of services revenu
Research and developme
Sales and marketir
General and administrati\

For the Three Months Ended
December 31

For the Year Ended
December 31

2011 2010 2011 2010
$ 513,760 $422,34: $1,841,16'  $1,401,42
546,53'  413,31¢ 192592  1,45591
1,060,30, 835,66 3,767,090  2,857,34
56,38¢ 50,73 207,39 177,45¢
110,48 89,61¢ 414,58 316,25’
216,99. 177,67 775,05 652,96¢
385,23  313,04'  1,334,34  1,013,28
77,14 73,98( 300,54 269,38
214,05 130,61 735,17 427,99
4,68¢ 2,60¢ 16,15" 6,63¢
(1,060 (96€) (3,906) (4,069)
(8,815) (7,205) 46,99: (14,187)
208,86( 125,04 794,41 416,37
8,43¢ 5,167 70,47 58,93¢
$ 20042( $119,88( $ 723,93 $ 357,43
$ 047 $ 02¢ $ 17: $ 087
$ 046 $ 026 $ 166 $ 084
422,870 414,91 421,18 409,80
431,370 427,88 431,75 423,44¢
$ 33 $ 482 $ 1606 $ 1,65:
5,99z 5,877 23,38¢ 18,47¢
39,64: 47,14: 174,26« 164,43!
25,13¢ 23,54t 95,68¢ 73,14¢
9,65( 9,45: 40,20¢ 33,97¢



VMware, Inc.

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

(unaudited)
December 31 December 31
2011 2010
ASSETS
Current assett
Cash and cash equivalel $1,955,751  $1,628,96!
Shor-term investment 2,556,45I 1,694,67!
Accounts receivable, net of allowance for doub#fttounts of $3,794 and $4,5 882,85° 614,72¢
Due from EMC, ne 73,79¢ 55,48:
Deferred tax assi 128,47: 100,68
Other current asse 80,43¢ 203,11¢
Total current asse 5,677,77. 4,297,65!
Property and equipment, r 525,49( 419,06!
Capitalized software development costs, net anelr: 154,23¢ 151,94!
Deferred tax asst 156,85! 149,12¢
Intangible assets, n 407,37! 210,92¢
Goodwill 1,759,08! 1,568,60!
Total asset $8,680,80i  $6,797,31!
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 49,747 $ 58,91
Accrued expenses and ott 587,65( 459,81
Unearned revenue 1,764,10 1,270,42
Total current liabilities 2,401,501 1,789,15.
Note payable to EM( 450,00( 450,00(
Unearned revenue 944,30¢ 589,66¢
Other liabilities 114,71. 160,05t
Total liabilities 3,910,521 2,988,87!
Commitments and contingenci
Stockholder' equity:
Class A common stock, par value $.01; authoriz6@®000 shares; issued and outstanding 123,610 and
116,701 share 1,23¢ 1,167
Class B convertible common stock, par value $.0fharized 1,000,000 shares; issued and outstanding
300,000 share 3,00 3,00(
Additional paic-in capital 3,212,26. 2,955,97.
Accumulated other comprehensive inca 1,17¢ 19,63¢
Retained earning 1,552,60! 828,67(
Total stockholder equity 4,770,28. 3,808,44.
Total liabilities and stockholde’ equity $8,680,80i  $6,797,31!




VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended December 31, 2011
(in thousands, except per share amounts)

(unaudited)
Acquisition Capitalized
Employer Software Tax
Payroll Taxes Related Developmen Adjustment
Stock-Based on Employee Intangible Items and Non-GAAP,
GAAP Compensatior Stock Transactions Amortization Other Costs (1) (2) as adjusted
Operating expense
Cost of license revenur $ 56,38¢ (335 (27) (13,187 — (22,047) — $ 20,79¢
Cost of services revenu $110,48! (5,999 (160) (1,249) — — — $ 103,09:
Research and developme $216,99. (39,649 (1,48¢) (796) — — — $ 175,06
Sales and marketir $385,23¢ (25,139 (867) (2,86€) — — — $ 356,36
General and administratiy $ 77,14« (9,650 (383 (37) (197) — — $ 66,877
Operating incom $214,05¢ 80,75¢ 2,92 18,123 197 22,04 — $ 338,10:
Operating margir 20.2% 7.6% 0.3% 1.7% — 2.1% — 31.9%
Income before income tax: $208,86¢ 80,75¢ 2,92 18,127 197 22,04: — $ 332,91
Income tax provisiol $ 8,43¢ 58,14t % 66,58!
Tax rate 4.0% 20.0%
Net income $200,42¢ 80,75¢ 2,92¢% 18,123 197 22,04 (58,14 $ 266,33:
Net income per weighti-average share
basic for Class A and Class B $ 047 $ 0.1¢ $ 0.01 $ 0.04 $ - $ 0.0€ $ 0149 $ 0.62
Net income per weight-average share,
diluted for Class Aand ClassB( $ 0.4¢ $ 0.1¢ $ 0.01 $ 0.04 $ — $ 0.0t $ 019 % 0.62

(1) For the fourth quarter of 2011, no costs wexgitalized for the development of software produdtsortization expense from previously
capitalized amounts was $22.0 million for the faugtiarter of 2011

(2) Non-GAAP financial information for the quarter is adfad for a tax rate equal to our annual estimatedate on non-GAAP income. This
rate is based on our estimated annual GAAP incameate forecast, adjusted to account for iteméuebed! from GAAP income in
calculating the non-GAAP financial measures presgtabove. Our estimated tax rate on non-GAAP incismdetermined annually and
may be adjusted during the year to take into adcewents or trends that we believe materially intplae estimated annual rate including,
but not limited to, significant changes resultingnfi tax legislation, material changes in the geplgi@amix of revenues and expenses and
other significant events. Due to the differencethintax treatment of items excluded from non-GAe&Pnings, as well as the methodology
applied to our estimated annual tax rates as destdabove, our estimated tax rate on non-GAAP imcoray differ from our GAAP tax
rate and from our actual tax liabilitie

(8) Calculated based upon 422,873 basic weic-average shares for Class A and Clas

(4) Calculated based upon 431,375 diluted weig-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended December 31, 2010
(in thousands, except per share amounts)

(unaudited)
Stock-Based
Employer Compensatior
Payroll Acquisition Capitalized
Taxes on Software Included in Tax
Employee Related Developmen Capitalized Adjustment
Stock-Based Stock Intangible Items and Software Non-GAAP,
GAAP Compensatior Transactions Amortization Other Costs (1) Development (2) as adjusted
Operating expense
Cost of license revenur $ 50,73t (489 (21) (8,375 — (28,46%) — — $ 13,39:
Cost of services revenu $ 89,61¢ (5,877) (22¢) (2,477 — — — — $ 82,04(
Research and developm¢  $177,67: (47,14 (3,299 (627) — 18,77¢ (2,82)) — $ 142,55
Sales and marketir $313,04¢ (23,54 (1,49¢) (1,662 — — — — $ 286,34
General and administrativ =~ $ 73,98( (9,457 (342 (38) (325) — — — $ 63,82:
Operating incom $130,61¢ 86,50: 5,38¢ 12,17¢ 32t 9,68¢ 2,821 — $ 247,51
Operating margir 15.6% 10.4% 0.6% 1.5% — 1.2% 0.3% — 29.6%
Income before income tax  $125,04° 86,50 5,38¢ 12,17t 32t 9,68¢ 2,821 — $ 241,94
Income tax provisiol $ 5,167 38,38: $  43,55(
Tax rate 4.1% 18.0%
Net income $119,88( 86,50: 5,38¢ 12,17t 32t 9,68¢ 2,821 (38,389 $ 198,39

Net income per weight-

average share, basic fc

ClassAandClassB (. $ 0.2¢ $ 0.21 $ 0.01 $ 0.02 $ = $ 0.0z $ 0.01 $ (0.09 $ 0.4¢
Net income per weight-

average share, diluted

for Class A and Class B

(4) $ 02 $ 020 $ 0.01 $ 0.0: $ — 3 00z $ 0.01 $ 0.09 $ 0.4¢

(1) For the fourth quarter of 2010, we capitali$d@.8 million (including $2.8 million of stock-baseompensation) of costs incurred for the
development of software products. Amortization exgefrom capitalized amounts was $28.5 milliontfiar fourth quarter of 201!

(2) Non-GAAP financial information for the quarter is adfed for a tax rate equal to our annual estimaedate on non-GAAP income. This
rate is based on our estimated annual GAAP incameste forecast, adjusted to account for itemuebed! from GAAP income in
calculating the non-GAAP financial measures presgabove. Our estimated tax rate on non-GAAP incsmdetermined annually and
may be adjusted during the year to take into adcewents or trends that we believe materially intplae estimated annual rate including,
but not limited to, significant changes resultingnfi tax legislation, material changes in the geplgi@mix of revenues and expenses and
other significant events. Due to the differencethintax treatment of items excluded from non-GAe&Pnings, as well as the methodology
applied to our estimated annual tax rates as destabove, our estimated tax rate on non-GAAP ircoray differ from our GAAP tax
rate and from our actual tax liabilitie

(8) Calculated based upon 414,919 basic weic-average shares for Class A and Clas

(4) Calculated based upon 427,883 diluted weig-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Year Ended December 31, 2011
(in thousands, except per share amounts)
(unaudited)

Stock-Based
Compensatior
Capitalized
Software
Developmen

Acquisition

Included in
Capitalized
Software
Development

Employer
Payroll Taxes
on Employee

Stock Transaction:

Related
Items and
Other

Stock-Based
Compensatior

Intangible

GAAP Amortization Costs (1)

Tax

Gain on Sale 0 Adjustment

Terremark (2)

Non-GAAP,
3) as adjusted

Operating
expenses
Cost of licens
revenues
Cost of
services
revenues
Research and
developme$ 775,05:
Sales and
marketing $1,334,34
General and
administratvi 300,54:
Operating
income
Operating
margin
Other income
(expense)
net $ 46,99:
Income befor¢
income
taxes
Income tax
provision $ 70,47:
Tax rate 8.9%
Netincome $ 723,93t
Net income
per
weighted-
average
share,
basic for
Class A
and Class
B (4) $
Net income
per
weighted-
average
share,
diluted for
Class A
and
Class B
(5) $

$ 207,39 (1,606) (120 (46,074 — (84,747) —

$ 414,58 (23,389 (1,365 (4,967) = = =

(174,269 (9,729 (3,187 — 86,42t (12,429

(95,68%) (5,577) (10,219 = = =

(40,200 (1,580) (148) (2,429 — —

$ 735,17: 335,15¢ 18,36¢ 64,58¢ 2,42t (1,685) 12,42¢

19.5% 8.9% 0.5% 1.7% 0.1% — 0.3%

$ 794,41 335,15¢ 18,36¢ 64,58¢ 2,42t (1,685) 12,42¢

335,15¢ 18,36¢ 64,58¢ 2,42¢ (1,68%) 12,42¢

172 $ 08 $ 0.0 $ 0.1t 001 $ 0.0 $ 0.02

166 $ 0.7¢  $ 0.0¢ % 0.1t $ 001 $ 0.0 $ 0.0z

@

$

$

(56,000)

(56,000

(56,000)

(019 $

019 $

— 3
163,45¢ $

(163,459 $

(039 $

0.39) $

74,85

384,86!
661,87:
1,222,86:
256,18
1,166,44!

31.0%
(9,009
1,169,68
233,93

20.0%
935,75:

2.22

2.1i

For the year ended December 31, 2011, we dizpita$86.4 million (including $12.4 million of stk-based compensation) of costs

incurred for the development of software produbtsortization expense from capitalized amounts wé. B million for the year ended

December 31, 201:
VMware realized a gain of $56.0 million on the saféts investment in Terremark Worldwide, Ir

(2)
®)

Non-GAAP financial information for the quarter is agfad for a tax rate equal to our annual estimatedate on non-GAAP income. This

rate is based on our estimated annual GAAP incaemestte forecast, adjusted to account for itemsuebecd! from GAAP income in
calculating the non-GAAP financial measures presgtabove. Our estimated tax rate on non-GAAP incismdetermined annually and
may be adjusted during the year to take into acceuents or trends that we believe materially intplae estimated annual rate including,
but not limited to, significant changes resultingnfi tax legislation, material changes in the geplgi@amix of revenues and expenses and
other significant events. Due to the differencethimtax treatment of items excluded from non-GAg&Pnings, as well as the methodology
applied to our estimated annual tax rates as destabove, our estimated tax rate on non-GAAP ircoray differ from our GAAP tax

rate and from our actual tax liabilitie
Calculated based upon 421,188 basic weic-average shares for Class A and Clas
Calculated based upon 431,750 diluted weig-average shares for Class A and Clas

(4)
©®)



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Year Ended December 31, 2010
(in thousands, except per share amounts)
(unaudited)

Stock-Based

Employer Compensatior
Payroll Acquisition Capitalized
Taxes on Software Included in Tax
Employee Related Developmen Capitalized Adjustment
Stock-Based Stock Intangible Items and Software Non-GAAP,
GAAP Compensatior  Transactions ~ Amortization Other Costs (1) Development (2) as adjusted

Operating expense

Cost of license revenur $ 177,45¢ (1,659 (84) (23,78%) — (99,527) — —  $ 52,41«

Cost of services revenu $ 316,25 (18,479 (791) (4,670 — — — — $ 292,31t

Research and developme¢ $ 652,96¢ (164,43Y) (9,10]) (2,359 — 71,66¢ (10,929 — $ 537,82(

Sales and marketir $1,013,28. (73,14¢) (4,639 (3,79 — — — — $ 931,70

General and administratiy $ 269,38¢ (33,979 (1,689 (152) (3,499 — — — $ 230,06

Operating incom: $ 427,99 291,69: 16,29¢ 34,75¢ 3,49¢ 27,85¢ 10,92+ — $ 813,01

Operating margir 15.0% 10.2% 0.6% 1.2% 0.1% 1.0% 0.4% — 28.5%

Income before income tax $ 416,37! 291,69: 16,29¢ 34,75¢ 3,49¢ 27,85¢ 10,92+ — $ 801,40

Income tax provisiol $ 58,93t 103,55¢ $ 162,49:

Tax rate 14.2% 20.3%

Net income $ 357,43¢ 291,69: 16,29¢ 34,75¢ 3,49¢ 27,85¢ 10,92+ (103,559 $ 638,90

Net income per weighti-average

share, basic for Class A ant

Class B (3 $ 08 $ 071 % 0.0 $ 0.0¢ $ 001 $ 007 $ 0.0z $ (0.25 $ 1.5¢
Net income per weight-average

share, diluted for Class A al

Class B (4, $ 08 $ 06¢ $ 0.0 $ 0.0¢ $ — 3 007 $ 0.0t $ (029 $ 1.51

(1) For the year ended December 31 2010, we ca@ith$71.7 million (including $10.9 million of stedased compensation) of costs incu
for the development of software products. Amort@aexpense from capitalized amounts was $99.5anifor the year ended
December 31, 201!

(2) Non-GAAP financial information for the quarter is adfad for a tax rate equal to our annual estimatedate on non-GAAP income. This
rate is based on our estimated annual GAAP incemesite forecast, adjusted to account for itemsueed from GAAP income in
calculating the non-GAAP financial measures presgabove. Our estimated tax rate on non-GAAP incsmdetermined annually and
may be adjusted during the year to take into adcewents or trends that we believe materially intplae estimated annual rate including,
but not limited to, significant changes resultingnfi tax legislation, material changes in the geplgi@mix of revenues and expenses and
other significant events. Due to the differencethintax treatment of items excluded from non-GAe&Pnings, as well as the methodology
applied to our estimated annual tax rates as destabove, our estimated tax rate on non-GAAP ircoray differ from our GAAP tax
rate and from our actual tax liabilitie

(8) Calculated based upon 409,805 basic weic-average shares for Class A and Clas

(4)

Calculated based upon 423,446 diluted weig-average shares for Class A and Clas



Revenues
License
Services
Software maintenanc
Professional service

Total service:

Percentage of revenue
License
Services
Software maintenanc
Professional service

Total service:

VMware, Inc.

REVENUE BY TYPE
(in thousands)
(unaudited)

For the Three Months Ended

December 31

2011 2010
$ 513,76 $422,34:
463,48¢ 345,26(
83,04¢ 68,05¢
546,53¢ 413,31¢
$1,060,30: $835,66:
48.5% 50.5%
43.1% 41.52%
7.8% 8.2%
51.5% 49.5%
100.(% 100.(%

For the Year Ended
December 31

2011 2010
$1,841,16' $1,401,42.
1,640,39 1,217,06.
285,53( 238,85!
1,925,92 1,455,91!
$3,767,09! $2,857,34.
48.% 49.(%
43.5% 42.6%
7.€% 8.4%
51.1% 51.(%
100.(% 100.(%



VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES
TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
For the Three Months Ended December 31, 2011 and 20
(in thousands)

(unaudited)
For the Three Months Ended
December 31
2011 2010
GAAP cash flows from operating activities $ 561,40¢ $ 406,61!
Capitalized software development cc — (15,955
Excess tax benefits from stc-based compensatic 26,81 56,25:
Capital expenditure (52,917 (40,450

Free cash flow $ 535,30¢ $ 406,46




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES
TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
For the Year Ended December 31, 2011 and 2010
(in thousands)

(unaudited)
For the Year Ended
December 31
2011 2010
GAAP cash flows from operating activities $2,025,63: $1,174,38!
Capitalized software development cc (73,99¢) (64,149)
Excess tax benefits from stc-based compensatic 224,50! 223,45’
Capital expenditure (230,09) (131,699

Free cash flow $1,946,04 $1,202,00:




About Non-GAAP Financial Measures

To provide investors and others with additionabmfation regarding VMware’s results, we have disetbin this press release the following
non-GAAP financial measures: non-GAAP operatinggme, non-GAAP net income, non-GAAP operating marfyge cash flows and trailing
twelve-month free cash flows. VMware has provideéceonciliation of each non-GAAP financial measused in this earnings release to the
most directly comparable GAAP financial measureeSéhnon-GAAP financial measures differ from GAARhat they exclude stock-based
compensation, employer payroll tax on employeekst@nsactions, amortization of intangible assatgjuisition related items, the net effect of
the amortization and capitalization of software@lepment costs and the gain that VMware realizezhufs sale of its investment in Terremark
Worldwide, Inc. during the second quarter of fis2al1, each as discussed below.

VMware’s management uses these non-GAAP financésuares to understand and compare operating rasuttss accounting periods, for
internal budgeting and forecasting purposes, fortsland long-term operating plans, to calculateudsopayments and to evaluate VMware’s
financial performance, the performance of its idlinal functional groups and the ability of operasdo generate cash. Management believes
these non-GAAP financial measures reflect VMwaogigoing business in a manner that allows for megnimperiod-toperiod comparisons al
analysis of trends in VMwars’business, as they exclude expenses and gairer¢haot reflective of ongoing operating resultandgement als
believes that these non-GAAP financial measuresigecuseful information to investors and othersimalerstanding and evaluating VMware’s
operating results and future prospects in the saamner as management and in comparing financialtseacross accounting periods and to
those of peer companies. Additionally, managemelibes information regarding free cash flows pdes investors and others with an
important perspective on the cash available to nstdategic acquisitions and investments, to remselshares, to fund ongoing operations a
fund other capital expenditures.

Management believes these non-GAAP financial messaire useful to investors and others in asse¥ditwgare’s operating performance due
the following factors:

» Stock-based compensatioAlthough stock-based compensation is an importgpéet of the compensation of VMwase@mployees ar
executives, determining the fair value of certdithe stock-based instruments we utilize involvédgh degree of judgment and
estimation and the expense recorded may bearrkitiemblance to the actual value realized upomekgng, future exercise or
termination of the related stock-based awards hieamore, unlike cash compensation, the value akstptions, which is an element of
our ongoing stock-based compensation expensetaésnti@ed using a complex formula that incorpordéesors, such as market
volatility, that are beyond our control. Managemigelieves it is useful to exclude stock-based carmsgton in order to better
understand the long-term performance of our cosgnass and to facilitate comparison of our redolthose of peer companies. In
addition, we account for stock-based compensatateuGAAP, which requires that we report the exdéessme tax benefit from stock-
based compensation as a financing cash flow rétla@ras an operating cash flow. We have addedémsfit back to our calculation of
free cash flows in order to generally classify cigtvs arising from income taxes as operating dashis.

» Employer payroll tax on employee stock transacticThe amount of employer payroll taxes on stock-basedpensation is dependent
on VMware's stock price and other factors that are beyonatontrol and do not correlate to the operatiorheftiusiness

» Amortization of intangible assetA portion of the purchase price of VMware’s acqtiigis is generally allocated to intangible assets,
such as intellectual property, and is subject toréimation. However, VMware does not acquire busges on a predictable cycle.
Additionally, the amount of an acquisition’s pursbagrice allocated to intangible assets and time ¢diits related amortization can vary
significantly and are unique to each acquisitiomefefore, VMware believes that the presentationoo-GAAP financial measures that
adjust for the amortization of intangible assetsyjales investors and others with a consistentstfasicomparison across accounting
periods.

» Acquisition related itemsAcquisition related items include direct costs ofjaisitions, such as transaction fees, which viayificantly
and are unique to each acquisition. AdditionallijWare does not acquire businesses on a prediatgble.



» Capitalized software development co§apitalized software development costs encompasgetalization of development costs and
the subsequent amortization of the capitalizedscoger the useful life of the product. Amortizatieamd capitalization of software
development costs can vary significantly dependipgn the timing of products reaching technologieakibility and being made
generally available. In addition, we exclude thpitzization of software from our free cash flovesttetter convey management'’s view
of operating cash flows. To the extent that we tedige costs under generally accepted accountiidpgue, we increase our GAAP
operating cash flows due to the reduced expensgnéed within net income and paid out in cashriythe period

» Gain on sale of Terremark investmelntthe second quarter of 2011, we sold our investrireTerremark Worldwide, Inc., which was
acquired by Verizon in a cash transaction, andzedla gain of $56.0 million. Our investment in fE@nark was made in connection
with a business and technical collaboration and medsnade to seek an investment gain or to fundasiness operations. To the exi
that sizeable gains or losses are realized onisuelstments, they do not occur on a predictabléecyadditionally, the timing of the
event that triggered our divestment and whetherobwe realized a gain or loss, was not under oatrol.

» Tax AdjustmentNon-GAAP financial information for the quarter idjasted for a tax rate equal to our annual estichtt®e rate on non-
GAAP income. This rate is based on our estimatedianGAAP income tax rate forecast, adjusted t@awctfor items excluded from
GAAP income in calculating our non-GAAP income. @stimated tax rate on non-GAAP income is detertharenually and may be
adjusted during the year to take into account eventrends that we believe materially impact thtneated annual rate including, but
not limited to, significant changes resulting frtem legislation, material changes in the geograptiicof revenues and expenses and
other significant events. Due to the differencethimtax treatment of items excluded from non-GAgsPnings, as well as the
methodology applied to our estimated annual taesrat described above, our estimated tax raterGAAP income may differ from
our GAAP tax rate and from our actual tax liahelgti

Additionally, we believe that the non-GAAP finanameasure, free cash flows, is meaningful to inmesbecause we review cash flows
generated from operations after taking into consitien capital expenditures due to the fact thas¢hexpenditures are considered to be a
necessary component of ongoing operations. As setliabove, we also exclude capitalization of softvdevelopment costs and the excess
income tax benefit from stock-based compensatiom four measure of free cash flows.

The use of non-GAAP financial measures has celitaitations because they do not reflect all iterhénaome and expense that affect VMware’
operations. Specifically, in the case of stock-Hasmmpensation, if VMware did not pay out a portidrits compensation in the form of stock-
based compensation and related employer payraktake cash salary expense included in costyehues and operating expenses would be
higher, which would affect VMware’s cash positidMMware compensates for these limitations by redorgihe non-GAAP financial measures
to the most comparable GAAP financial measuress@m®n&AAP financial measures should be considered intiaddo, not as a substitute

or in isolation from, measures prepared in accardarith GAAP and should not be considered measaft¥ddware’s liquidity. Further, these
non-GAAP measures may differ from the non-GAAP infation used by other companies, including peergzories, and therefore
comparability may be limited. Management encouragesstors and others to review VMware’s finanaibrmation in its entirety and not rely
on a single financial measure.

Revenue Growth in Constant Currency

We have invoiced and collected in the Euro, theéi@riPound, the Japanese Yen, and the AustraliflarDo their respective regions since May
2009. As a result, our total revenues are affebyechanges in the U.S. Dollar against these cureenin order to provide a comparable
framework for assessing how our business perforaxetiiding the effect of foreign currency fluctuatsp management analyzes year-over-year
revenue growth on a constant currency basis. Sithad our entities operate with the U.S. Dollartasir functional currency, unearned revenues
for orders booked in currencies other than U.Sldslare converted into U.S. Dollars at the exckaage in effect for the month in which each
order is booked We calculate constant currencyaemse revenues recognized during the current ¢héhiat were originally booked in currenc
other than U.S. Dollars by comparing the exchamagesrat which the revenue was recognized agaiegXthange rate that was used in the
comparable period. We do not calculate constamengy on services revenues, which include softwaatenance revenues and professional
services revenue



