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ITEM 1. FINANCIAL STATEMENTS

PART |
FINANCIAL INFORMATION

VMware, Inc.

CONSOLIDATED STATEMENTS OF INCOME

(in millions, except per share amounts)

(unaudited)

For the Three Months Ended

For the Six Months Ended

June 30, June 30,
2013 2012 2013 2012

Revenues:

License $ 530t % 517.2 1,018.7 $ 999.1

Services 712.¢ 605.¢ 1,415.¢ 1,179.:
Total revenues 1,243.: 1,123.( 2,434.¢ 2,178.:
Operating expenses (1):

Cost of license revenues 54.¢ 56.¢€ 111.¢ 113.:

Cost of services revenues 118.t 122.7 243.1 236.¢

Research and development 260.7 248.¢ 531. 471.(

Sales and marketing 442.1 391.t 859.t 754.¢

General and administrative 96.< 91.7 194.¢ 173.1

Realignment charges 0.€ — 63.5 —
Operating income 270.c 211.¢ 430.¢ 429.1
Investment income 7.C 6.C 14.¢ 12.7
Interest expense with EMC (0.9 (1.2 (1.9 (2.9
Other income (expense), net 16.€ (3.5 13.¢ (1.9
Income before income taxes 293.: 214.1 457 .2 438.(
Income tax provision 49.7 22.¢ 39.7 54.¢
Net income $ 244.1 % 191.5 4177 $ 383.2
Net income per weighted-average share, basic #sCA and
Class B $ 057 $ 0.4¢ 0.9t $ 0.9C
Net income per weighted-average share, dilutecCfass A and
Class B $ 057 $ 0.44 097 $ 0.8¢
Weighted-average shares, basic for Class A and®as 428.: 427 .2 428.2 426.]
Weighted-average shares, diluted for Class A aad<B 432.( 434.¢ 432.¢ 434.(
(1) Includes stock-based compensation as follows:

Cost of license revenues $ 0E $ 0.5 1C $ 1.C

Cost of services revenues 6.7 7.1 14.C 12.¢

Research and development 51.C 48.C 113.: 87.4

Sales and marketing 33.¢ 33.¢ 69.5 59.1

General and administrative 11.€ 11.4 25.7 22.:

Realignment charges 0.2 — 5.7 —

The accompanying notes are an integral part ofdmsolidated financial statements.
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VMware, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)
(unaudited)
For the Three Months Ended For the Six Months Ended
June 30, June 30,
2013 2012 2013 2012
Net income $ 2441 $ 1917 $ 4177 $ 383.C

Other comprehensive income (loss):
Changes in market value of available-for-sale séear
Unrealized gains (losses), net of taxes of $(5.6),

$(0.1), $(5.0) and $1.0 (9.2 (0.2 (8.2 1.7
Reclassification of (gains) losses realized dutire
period, net of taxes of $(0.3), $(0.3), $(0.7) &adlL (0.4) (0.9) (1.7 0.1
Net change in market value of available-for-sale
securities (9.6) (0.6) (9.9 1.8

Changes in market value of effective foreign cucgen
forward exchange contracts:

Unrealized gains (losses), net of taxes of $(&Q)0),

$(0.1) and $0.0 (1.9 0.2 (1.7 0.2
Reclassification of (gains) losses realized dutire
period, net of taxes of $0.0, $0.0, $0.0 and $0.0 0.5 (0.7 — —
Net change in market value of effective foreign
currency forward exchange contracts (0.6 (0.5) (1.7 0.2
Total other comprehensive income (loss) (10.2) (1.2 (10.9 2.C
Total comprehensive income, net of taxes $ 233.¢ % 190.¢ $ 407.: % 385.2

The accompanying notes are an integral part oftimsolidated financial statements.
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Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net of allowance for doub#fttounts of $2.1 and $4.3
Due from EMC, net

Deferred tax assets

Other current assets

Total current assets

Property and equipment, net

Other assets, net
Deferred tax assets
Intangible assets, net

Goodwill

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Accounts payable

Accrued expenses and other
Unearned revenues

Total current liabilities
Note payable to EMC
Unearned revenues
Other liabilities

Total liabilities

Contingencies (see Note L)

Stockholders’ equity:

Class A common stock, par value $.01; authorizBd@shares; issued and outstanding 129.9 and

128.7 shares

Class B convertible common stock, par value $.0tharized 1,000 shares; issued and outstan:

300 shares

Additional paid-in capital
Accumulated other comprehensive income (loss)

Retained earnings

Total stockholders’ equity

ASSETS

Total liabilities and stockholders’ equity

VMware, Inc.
CONSOLIDATED BALANCE SHEETS
(in millions, except per share amounts)
(unaudited)

June 30, December 31,
2013 2012
1,839. $ 1,609.:
3,483.: 3,021
940.¢ 1,150.¢
33.7 67.¢
158.t 179.¢
127.¢ 91.C
6,583.¢ 6,120.(
742.¢ 664.7
107.: 128.7
118.¢ 103.(
627.: 731.¢
2,966. 2,848.:
11,146.! $ 10,596.
87.c % 89.¢
661.2 674.
2,230.. 2,195.¢
2,978.¢ 2,960.:
450.( 450.(
1,366.: 1,264.¢
195.] 181.¢
4,990.: 4,856.
1.2 1.2
3.C 3.C
3,440. 3,431
4.7) 5.7
2,716.( 2,298.:
6,156. 5,740.(
11,146.! $ 10,596.

The accompanying notes are an integral part oftimsolidated financial statements.




VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
(unaudited)

For the Three Months Ended

For the Six Months Ended

Operating activities:
Net income

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

Depreciation and amortization
Stock-based compensation
Excess tax benefits from stock-based compensation
Non-cash realignment charges
Gain on disposition of certain lines of business ather, net
Other
Changes in assets and liabilities, net of acqarssti
Accounts receivable
Other assets
Due to/from EMC, net
Accounts payable
Accrued expenses
Income taxes receivable from EMC
Income taxes payable
Deferred income taxes, net
Unearned revenues

Net cash provided by operating activities

Investing activities:

Additions to property and equipment

Purchases of available-for-sale securities

Sales of available-for-sale securities

Maturities of available-for-sale securities
Proceeds from disposition of certain lines of basm
Business acquisitions, net of cash acquired

Other investing

Net cash used in investing activities

Financing activities:

Proceeds from issuance of common stock
Repurchase of common stock

Excess tax benefits from stock-based compensation

Shares repurchased for tax withholdings on vesifrrgstricted
stock

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of the gberio

Cash and cash equivalents at end of the period

Non-cash items:
Changes in capital additions, accrued but not paid

Changes in tax withholdings on vesting of restdcteock,
accrued but not paid

The accompanying notes are an integral part oftimsolidated financial statements.
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June 30, June 30,
2013 2012 2013 2012

$ 2441 % 1917 % 4177 $ 383.2
87.C 89.Z 178.2 175.2
103.2 100.¢ 219.2 182.7
(25.6) (32.9) (47.¢) (86.9)
0.2 — 14.¢ —
(19.9 — (19.9) —
1.C 0.4 (1.2 (0.6)
(172.9 (91.9) 207.€ 135.:
(34.29) (69.6) (75.0) (117.9)
(25.2) (43.9) 34.% 12.1
26.¢€ 4.¢ 18.c 17.2
94.1 95.¢ (21.29) 0.9
15.F — 15.F —
(4.2 12.4 (2.3 67.7
37.1 (1.4 8.¢ (36.9)
206.2 134.2 262.¢ 233.¢
534.] 391.c 1,210.° 967.¢
(76.9) (44.9) (153.9 (78.0)
(917.2) (1,253.) (1,654.) (1,955.)
333.¢ 348.¢ 819.2 770.¢
187.7 277.1 369.7 534.1
30.C — 30.¢ —
— (102.%) (184.5 (102.2)
(1.0 (2.6 (2.2) (4.2
(443.2) (777.9) (775.0 (834.6)
47 .2 33.€ 115.1 144.¢
(120.0 (178.9) (302.0 (178.9)
25.€ 32.7 47.€ 86.4
(44.7) (51.9 (66.2) (65.0)
(91.9) (163.9) (205.9) (12.29)
(0.9 (549.7) 230. 121.1
1,840.: 2,626.: 1,609.: 1,955.¢
$ 1,839.° $ 2,076.¢ $ 1,839.° % 2,076.¢
$ 8€ $ 18.C $ 43 $ 15.c
3.C 6.C 1.C 6.8
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

A. Overview and Basis of Presentation
Company and Background

VMware, Inc. (“VMware” or the “Company”) is the ldar in virtualization infrastructure solutions i#dd by organizations to help them
transform the way they build, deliver and consunferimation technology (“IT”) resources. VMware’'stualization infrastructure solutions,
which include a suite of products designed to @elar software-defined data center, run on industapdard desktop computers and servers
support a wide range of operating system and agifiit environments, as well as networking and gmiafrastructures.

Accounting Principles

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

Unaudited Interim Financial Information

These accompanying unaudited consolidated finastagéments have been prepared pursuant to treeamtkeregulations of the Securities
and Exchange Commission (the “SEC”) for interimafigial reporting. In the opinion of managements¢henaudited consolidated financial
statements include all adjustments, consistingoofal recurring adjustments and accruals, for astatement of VMware’s consolidated
results of operations, financial position and ces for the periods presented. Results of openatare not necessarily indicative of the re
that may be expected for the full year 2013. Ceritgfiormation and footnote disclosures typicallglided in annual consolidated financial
statements have been condensed or omitted. Acgdydihese unaudited interim consolidated finanstatements should be read in
conjunction with the consolidated financial stataetseand related notes included in VMware's 2012 yairReport on Form 10-K.

As of June 30, 2013 , EMC Corporation (“EMC”) holjsproximately 79.8% of VMware’s outstanding comnstock and 97.2% of the
combined voting power of VMware’s outstanding conmstock, including 43.0 million shares of VMwar€ass A common stock and all of
VMware's Class B common stock. VMware is a majentyned and controlled subsidiary of EMC, and isutts of operations and financial
position are consolidated with EMC'’s financial staents. VMware and EMC engage in intercompany a@timns, including agreements
regarding the use of EMC’s and VMware’s intelletto@perty and real estate, agreements regardamgate of goods and services to one
another, and an agreement for EMC to resell VMvgapedducts and services to third party customargebgraphic areas where VMware has
not established its own subsidiaries, VMware cangravith EMC subsidiaries for support services famgpersonnel who are managed by
VMware. See Note N to the consolidated financiateshents for further information regarding interpamy transactions between VMware i
EMC.

Management believes the assumptions underlyingaghsolidated financial statements are reasonalueeler, the amounts recorded for
VMware’s intercompany transactions with EMC may betconsidered arm’s length with an unrelated tpady by nature of EMC’s majority
ownership of VMware. Therefore, the financial sta¢mts included herein may not necessarily refleefinancial position, results of operati
and cash flows had VMware engaged in such tramsectvith an unrelated third party during all pesgutesented. Accordingly, VMware’s
historical financial information is not necessaiilgicative of what the Company’s results of operad, financial position and cash flows will
be in the future if and when VMware contracts at’'arlength with unrelated third parties for thevsees the Company receives from and
provides to EMC.

Principles of Consolidatior

The consolidated financial statements include twants of VMware and its subsidiaries. All intarguany transactions and balances
between VMware and its subsidiaries have been rdited. All intercompany transactions with EMC ie ttonsolidated statements of cash
flows will be settled in cash, and changes in tlm@ent intercompany balances are presented as parent of cash flows from operating
activities.

Use of Accounting Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities, themtegd amounts of revenues and expenses duringtieeting periods, and the disclosure of
contingent liabilities at the date of the finandtdtements. Estimates are used for, but not kimddrade receivable valuation, certain accrued
liabilities, useful lives of fixed assets and irgile assets, valuation of acquired intangiblegemeie reserves, income taxes, stock-based
compensation and contingencies. Actual resultsdcdiffer from those estimates.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

New Accounting Pronouncemen

In February 2013, the Financial Accounting Standd@dard (“FASB”) issued Accounting Standards Upda&U”) No. 2013-02,
Reporting of Amounts Reclassified Out of Accumute@ther Comprehensive Income (“ASU 2013-02"). AS)12-02 requires companies to
present information about reclassification adjustteérom accumulated other comprehensive incontledim financial statements or footnotes.
ASU 2013-02 is effective for fiscal periods begimpiafter December 15, 2012. VMware adopted this@aiing standard update on January 1
2013, and presents accumulated other compreheinsisme in accordance with the requirements of taedard in this Quarterly Report on
Form 10-Q.

In January 2013, the FASB issued ASU No. 2013-04sifging the Scope of Disclosures about Offsettikggets and Liabilities. ASU
2013-01 clarifies that the scope of ASU 2011-11liapgo derivatives, including bifurcated embeddedvatives, repurchase agreements,
reverse repurchase agreements, and securitiesatiogrand securities lending transactions that @heeoffset or subject to an enforceable
master netting arrangement or similar agreement) 2813-01 is required to be applied retrospectieely is effective for fiscal years, and
interim periods within those years, beginning omfter January 1, 2013. VMware adopted this acéngrstandard update, as amended, on
January 1, 2013, and determined that there wasaterial impact to its consolidated financial statais.

B. Business Combinations and Goodwill
Business Combination

On February 15, 2013 , VMware acquired Virsto Safev(“Virsto”), a provider of software that optirei storage performance and
utilization in virtual environments. The considévatpaid for this acquisition was $184.5 millionet of cash acquired.

The following table summarizes the allocation @& ttonsideration to the fair value of the tangibid atangible assets acquired and
liabilities assumed as of the acquisition dateléai millions):

Intangible assets $ 32.¢
Goodwill 162.:
Total intangible assets acquired 194.5
Deferred tax liabilities, net (0.7
Other acquired liabilities, net of acquired assets (10.7)
Total net liabilities assumed (10.2)
Fair value of intangible assets acquired and aétliies assumed $ 184.:

During the three months ended June 30, 2013 , jaistatent to provisional amounts was recorded, whiak not material to VMware’s
consolidated financial statements and is not refibin the table above. The accounting for thet@iequisition has not been finalized due to
pending items related to open tax returns, whiettabe filed in the first quarter of 2014.

The excess of the consideration for Virsto overftievalues assigned to the assets acquired ahilities assumed, which represents the
goodwill resulting from the acquisition, was alléa@to VMware’s one operating segment. Managemelig\es that the goodwill represents
the synergies expected from combining the techrnesogf VMware with those of Virsto, including conephentary products that will enhance
the Company'’s overall product portfolio.

The following table summarizes the fair value af thtangible assets acquired by VMware in conjamctvith the acquisition of Virsto
(amounts in table in millions):

Weighted-Average

Useful Lives Fair Value
(in years) Amount
Purchased technology 50 $ 23.¢
In-process research and development 8.€
Total intangible assets, net, excluding goodwiill $ 32.4

The results of operations of Virsto described abitawee been included in VMware'’s consolidated finalhstatements from the date of
purchase. Pro forma results of operations havé@en presented as the results of the acquireddassimere not material to VMware’s
consolidated results of operations in the threesixdonths ended June 30, 2013 .
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

In the third quarter of 2012, VMware acquired dltlee outstanding capital stock of Nicira, Inc. {tMa”). The accounting for the Nicira
acquisition has not been finalized due to pendieigs related to open tax returns, which are tdléé in the third quarter of 2013.
Additionally, the accounting has not been finaliZedcertain other business combinations made wité last year. These business
combinations were not material to VMware’s finahsi@tements. For all business combinations wheratcounting has not been finalized,
VMware has recorded provisional amounts in its otidated financial statements. During the measurgrmperiod, VMware may record
adjustments to the provisional amounts recorded.

Goodwill

The following table summarizes the changes in #reying amount of goodwill for the six months endieshe 30, 2013 (table in millions):

Balance, January 1, 2013 $ 2,848.:
Increase in goodwill related to business combimatio 162.:
Contribution to GoPivotal, Inc. (“Pivotal”; see Nol) (28.9)
Reduction related to business realignment plan (4.2)
Deferred tax adjustments to purchase price alloogaton prior-year acquisitions (10.9)
Other adjustments to purchase price allocationgrimm-year acquisitions (0.6)
Balance, June 30, 2013 $ 2,966.¢

C. Realignment Charges
Realignment Plar

In January 2013, VMware approved a business raakgn plan to streamline its operations. As of B®e2013 , the plan was
substantially completed, and it is expected toutlg tompleted by the end of 2013. The total chamgpulting from this plan is expected to be
between $70.0 million and $85.0 million , witital cash expenditures associated with the plaragg to be in the range of $50.0 million
to $60.0 million . The associated cash paymemt®rpected to be paid out primarily through thé eh2013.

The plan includes the elimination of approximatéhp positions and personnel across all major fanafigroups and geographies, which
is expected to result in a total charge in the eanfg $55.0 million to $60.0 million . As of Ju@, 2013 , approximately 710 of the employee
had been terminated. Of the total expected changedrkforce reductions, $2.5 million and $56.4lmil , respectively, were recorded on the
consolidated statements of income for the threesanthonths ended June 30, 201he remainder of the workforce reduction changenarily
relates to employees in foreign jurisdictions arillve recognized in future periods as the expesekrance amounts are finalized.
Additionally, VMware exited certain lines of busgseand consolidated and is planning to consolidaiéties, which VMware expects to res
in a total charge, including asset impairments méed in the prior quarter, in the range of $15ilion to $25.0 million , of which $1.8
million and $10.8 million , respectively, was reded on the consolidated statements of income #ottttee and six months ended June 30,
2013.

The following tables summarize the activity for tiecrued realignment charges for the three antheirths ended June 30, 20{&bles ir
millions):

For the Three Months Ended June 30, 2013

Balance as of Realignment Adjustments Balance as of  Non-Cash Portion
March 31, 2013 Charges Utilization and Reversals June 30, 2013 of Utilization
Workforce reductions $ 25. % 25 % (23.00 $ (3.7 $ 1€ $ (0.3
Asset impairments, exit of
facilities and other exit costs — 1.€ 2.3 — 0.t —
Total $ 256 $ 432 $ (249 $ 3.7 $ 21 $ (0.3)
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

For the Six Months Ended June 30, 2013

Balance as of Realignment Adjustments Balance as of  Non-Cash Portion
January 1, 2013 Charges Utilization and Reversals June 30, 2013 of Utilization
Workforce reductions $ — 3 56.2 $ (51.1) $ 3.7 $ 1€ $ (5.7)
Asset impairments, exit of
facilities and other exit costs — 10.€ (10.9) — 0.t (9.0
Total $ — 3 67.z2 9 (61.9) $ 3.7 $ 21 % (14.9)

Adjustments and reversals for the workforce reducgirimarily relate to the reversal of severancewamts for employees who were hired
by certain acquirers in conjunction with VMware3dgteof certain lines of business in the third geanf 2013. The non-cash portion of
utilization for the workforce reduction relateseiguity compensation. The non-cash portion of degadirments and exit of facilities primarily
relates to the write-off of intangible assets dudisposition.

Other Related Activities

In connection with VMware's business realignmeahpin the three months ended June 30, 2013, VEldiaposed of certain lines of
business that were no longer aligned with VMwarel® business priorities. VMware recognized a pregiain of $31.9 million on the
dispositions. The gain was recorded to other inc@mpense), net on the consolidated statementxofe for the three and six months endec
June 30, 2013 .

As of June 30, 2013 , VMware had reclassified asse$18.7 million , primarily related to intangibhssets for a line of business it exited
in the third quarter of 2013, to assets held fée.s&dditionally, $21.0 million in unearned revesugas reclassified to liabilities held for sale.
Assets held for sale are reported in other curesets, while liabilities held for sale are repbiteaccrued expenses and other on the
consolidated balance sheet as of June 30, 2013 .

D. Earnings per Share

Basic net income per share is computed by dividieigncome by the weighted-average number of comshanes outstanding during the
period. Diluted net income per share is computedibiging net income by the weighted-average nunti@ommon shares outstanding and
potentially dilutive securities outstanding durihg period, as calculated using the treasury stoethod. Potentially dilutive securities
primarily include unvested restricted stock ursteck options and purchase options under VMwanggleyee stock purchase plan. Securities
are excluded from the computations of diluted nebme per share if their effect would be anti-dieit VMware uses the two-class method to
calculate earnings per share as both classes thlgasame rights in dividends, therefore basic aluded earnings per share are the same for
both classes.

The following table sets forth the computation®asic and diluted net income per share for theethirel six months ended June 30, 2013
and 2012 (table in millions, except per share data)

For the Three Months Ended For the Six Months Ended
June 30, June 30,
2013 2012 2013 2012

Net income $ 2441 % 1917 % 4177 9 383.2
Weighted-average shares, basic for Class A ands®as 428.° 427 .2 428.: 426.1
Effect of dilutive securities 3.7 7.4 4.2 7.6
Weighted-average shares, diluted for Class A aad<CB 432.( 434.¢ 432.¢ 434.(
Net income per weighted-average share, basic fagsCA

and Class B $ 0.57 $ 0.4t $ 0.9¢ % 0.9¢
Net income per weighted-average share, dilutecCfass A

and Class B $ 057 $ 044 % 097 % 0.8¢

For the three months ended June 30, 2013 and 28&2k options to purchase 1.0 million and 0.4iomllshares, respectively, of VMware
Class A common stock, and for the six months erddeé 30, 2013 and 2012 , stock options to purcha@smillion and 0.4 million shares,
respectively, of VMware Class A common stock were@ded from the diluted earnings per share catimra because their effect would have
been anti-dilutive.
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VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

For the three months ended June 30, 2013 and 2Z012nillion and 2.7 million shares, respectivalf/restricted stock, and for the six
months ended June 30, 2013 and 2012 , 2.2 millminla5 million shares, respectively, of restricséack were excluded from the diluted
earnings per share calculations because theirteffeald have been anti-dilutive.

E. Investments

Investments as of June 30, 2013 and December 32, @ihsisted of the following (tables in millions):

June 30, 2013

Cost or Amortized Aggregate

Cost Unrealized Gains Unrealized Losses Fair Value
U.S. Government and agency obligations $ 402.1 % 0t % (0.) ¢ 402.1
U.S. and foreign corporate debt securities 1,986.: 3.2 (6.6) 1,982.°
Foreign governments and multi-national agency alilgns 37.2 — (0.2 37.2
Municipal obligations 915.¢ 1.€ (2.2 914.7
Asset-backed securities 4.1 — — 4.1
Mortgage-backed securities 144.: 0.2 (2.0 1425
Total investments $ 3,489.: % 55 $ 11.9 $ 3,483.1

December 31, 2012

Cost or Amortized Aggregate

Cost Unrealized Gains Unrealized Losses Fair Value
U.S. Government and agency obligations $ 373.¢ % 11 % — % 375.(
U.S. and foreign corporate debt securities 1,545.. 6.1 (0.5 1,551.(
Foreign governments and multi-national agency alilgns 40.€ — — 40.€
Municipal obligations 972.¢ 2.7 (0.5 975.1
Asset-backed securities 1.C — — 1.C
Mortgage-backed securities 78.t 0.4 (0.7) 78.¢
Total investments $ 3,012.0 % 102 $ 1.1 % 3,021

In addition, VMware evaluated its investments aduwfe 30, 2013 and December 31, 2012 and deterrttinethere were no unrealized
losses that indicated an other-than-temporary impait.

In the three and six months ended June 30, 20M8wafe recognized a $13.0 million charge for a neceverable strategic investment.
All other realized gains and losses on investmigntise three and six months ended June 30, 2012@12 were not material.
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As of June 30, 2013 and December 31, 20¢RIware did not have investments in a materialtcamous unrealized loss position for twe
months or greater. Unrealized losses on investmaantd June 30, 2013 and December 31, 2012 , wigieh been in a net loss position for less
than twelve months, were classified by investmategory as follows (table in millions):

June 30, 2013 December 31, 2012
Fair Value Unrealized Losses Fair Value Unrealized Losses
U.S. Government and agency obligations $ 180.¢ $ 0.5) $ 34¢ $ —
U.S. and foreign corporate debt securities 1,053.« (6.6) 315.¢ (0.5
Foreign governments and multi-national agency albligs 64.1 0.2 h.5 —
Municipal obligations 333.¢ (2.2 259.¢ (0.5
Asset-backed securities 4.1 — — —
Mortgage-backed securities 118.2 (2.0 27.4 (0.2
Total $ 1,754.C $ 1149 $ 642.¢ $ 1.7

Contractual Maturities

The contractual maturities of investments helduaeJ30, 2013 consisted of the following (table iilioms):

Amortized Aggregate

Cost Basis Fair Value
Due within one year $ 872.1 $ 873.
Due after 1 year through 5 years 2,478.¢ 2,473.(
Due after 5 years 138.7 136.¢
Total investments $ 3,489.. $ 3,483.:

F. Fair Value Measurements

GAAP provides that fair value is an exit price,negenting the amount that would be received upers#ite of an asset or paid to transfer
liability in an orderly transaction between margatticipants. As such, fair value is a market-basedsurement that is determined based on
assumptions that market participants would useiging an asset or liability. As a basis for corsidg such assumptions, GAAP established :
three-tier value hierarchy, which prioritizes theuts used in measuring fair value as follows: @ley inputs are quoted prices in active
markets for identical assets or liabilities; (Le2¢linputs other than the quoted prices includatiwiLevel 1 that are observable for the assets
or liabilities, either directly or indirectly; an@evel 3) unobservable inputs for the assets tiliiees in which there is little or no market data
which requires VMware to develop its own assumpstion

VMware’s Level 1 classification of the fair valueerarchy includes money market funds and certaail@abvle-for-sale fixed income
securities because these securities are valued gewoted prices in active markets for identicabéss

VMware’s Level 2 classification includes the rendn of the available-for-sale fixed income secesitbecause these securities are price
using quoted market prices for similar instrumeartd non-binding market prices that are corroborbiedbservable market data. VMware
obtains the fair values of its Level 2 financiadtuments based upon fair values obtained frormuissody bank. In addition, VMware obtains
fair values of its Level 2 financial instrumenterfr the asset manager of each of its portfolios. \&vbwalidates the fair value provided by its
custody bank by comparing it against the indepenpiecing information obtained from the asset masmagindependently, the custody bank
and the asset managers use professional pricimigegto gather pricing data which may include gdanarket prices for identical or
comparable instruments, or inputs other than quptes that are observable either directly orrimatly. VMware is ultimately responsible for
the financial statements and underlying estimates.

Additionally, VMware’s Level 2 classification indlies foreign currency forward contracts as the vaoanputs for these are based upon
quoted prices and quoted pricing intervals fromlioutatta sources. The fair value of these contraets not material for any period presented.
VMware does not have any material assets or ltaslthat fall into Level 3 of the fair value hiechy as of June 30, 2013 and December 31,
2012.
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The following tables set forth the fair value hietsy of VMware’s money market funds and availaldedale securities, including those
securities classified within cash and cash equntalen the consolidated balance sheets, that wetered to be measured at fair value as of
June 30, 2013 and December 31, 2012 (tables ifoms):

June 30, 2013

Level 1 Level 2 Total

Money-market funds $ 1,344.. $ — 3 1,344.;
U.S. Government and agency obligations 279.¢ 122.5 402.1
U.S. and foreign corporate debt securities — 2,044.¢ 2,044.¢
Foreign governments and multi-national agency alilys — 37.2 37.2
Municipal obligations — 914.7 914.7
Asset-backed securities — 4.1 4.1
Mortgage-backed securities — 142t 142.F

Total $ 1,623.¢ $ 3,265.6 $ 4,889.«

December 31, 2012

Level 1 Level 2 Total

Money-market funds $ 1,125.: $ — 3 1,125.;
U.S. Government and agency obligations 249.¢ 155.2 405.(
U.S. and foreign corporate debt securities — 1,568.¢ 1,568.¢
Foreign governments and multi-national agency alilys — 40.€ 40.€
Municipal obligations — 975.1 975.1
Asset-backed securities — 1.C 1.C
Mortgage-backed securities — 78.¢ 78.¢

Total $ 1,375.C % 2,819.0 % 4,194.;

G. Derivative Instruments

VMware conducts business in several foreign cufeenand has international sales and expenses deat&diin foreign currencies,
subjecting the Company to foreign currency risknfitigate this risk, VMware enters into hedgingiwties as described below. The
counterparties to VMware’s foreign currency forwaahtracts are multi-national commercial banks mered to be credit-worthy. VMware
does not enter into speculative foreign exchangeraots for trading purposes.

Cash Flow Hedging Activities

To mitigate its exposure to foreign currency flattans resulting from operating expenses denonniateertain foreign currencies,
VMware enters into foreign currency forward contsad he Company designates these forward contaaatash flow hedging instruments as
the accounting criteria for such designation hanbwet. Therefore, the effective portion of gainkeses resulting from changes in the fair
value of these hedges is initially reported in aalated other comprehensive income (loss) on theal@ated balance sheet and is
subsequently reclassified to the related operaikmense line item in the consolidated statemenitscoime in the same period that the
underlying expenses are incurred. Interest chavg&erward points” on VMware’s forward contracteeaexcluded from the assessment of
hedge effectiveness and are recorded in other iadexpense), net in the consolidated statementgoine as incurred.

VMware generally enters into cash flow hedges sammitially with maturities of six months or less.@sJune 30, 2013 and December 31,
2012 , VMware had forward contracts to purchaseifpr currency designated as cash flow hedges wvtittahnotional value of $75.9 million
and $9.3 million , respectively. The fair valuetioése forward contracts was immaterial as of Jn@313 and December 31, 2012 , and
therefore excluded from the fair value tables ab&ee the three and six months ended June 30, 2all8ash flow hedges were considered
effective.

Balance Sheet Hedging Activitie

In order to manage exposure to foreign currenagtdiations, VMware enters into foreign currency fard/contracts to hedge a portion of
its net outstanding monetary assets and liabildggnst movements in certain foreign exchange rdigese forward contracts are not
designated as hedging instruments under applieaoieunting guidance, and therefore all changdsdriair value of the forward contracts are
reported in other income (expense), net in the aadeted statements of income. The

13






Table of Contents
VMware, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
(unaudited)

gains and losses on VMware’s foreign currency fada@ntracts generally offset the majority of tlaéng and losses associated with the
underlying foreign-currency denominated assetsliabdities that VMware hedges.

VMware’s foreign currency forward contracts are gatly traded on a monthly basis with a typicaltcactual term of one month. As of
June 30, 2013 and December 31, 2012 , VMware hesfamdling forward contracts with a total notionalue of $322.9 million and $439.8
million , respectively. The fair value of thesevi@rd contracts was immaterial as of June 30, 2083»cember 31, 2012 and therefore
excluded from the fair value tables above.

In the three months ended June 30, 2013 and 2@1Rvare recognized gain s of $4.8 million and $3.llion , respectively, on its
consolidated statements of income for its foreigmency forward contracts. In the six months endiate 30, 2013 and 2012 , VMware
recognized a gain of $15.7 million and a loss a#i$1illion , respectively, on its consolidated staents of income for its foreign currency
forward contracts.

The net impact of the gains and losses on VMwdogkign currency forward contracts and the gairglasses associated with the
underlying foreign-currency denominated assetsliabdities resulted in net loss es of $2.8 milliand $2.6 million in the three months ended
June 30, 2013 and 2012 , respectively, and neelosd $5.3 million and $1.4 million in the six ntbs ended June 30, 2013 and 2012,
respectively,

H. Property and Equipment, Net
Property and equipment, net, as of June 30, 20dPacember 31, 2012 consisted of the followinglé&at millions):

June 30, December 31,
2013 2012

Equipment and software $ 684.. $ 636.t
Buildings and improvements 483.t 438.:
Furniture and fixtures 69.3 67.2
Construction in progress 140.¢ 97.C
Total property and equipment 1,377.¢ 1,239.(
Accumulated depreciation (635.7) (574.9)
Total property and equipment, net $ 742.¢ % 664.7

Depreciation expense was $33.7 million and $321Bamiin the three months ended June 30, 2013 &1@ 2 respectively. Depreciation
expense was $69.0 million and $65.7 million in $hemonths ended June 30, 2013 and 2012 , resphctiv

As of June 30, 2013 and December 31, 2012 , carigtruin progress primarily represented buildingd aite improvements related to
VMware's Palo Alto campus expansion that had nobgen placed into service.

I. Accrued Expenses and Other

Accrued expenses and other as of June 30, 201Bereimber 31, 2012 consisted of the following (tablmillions):

June 30, December 31,
2013 2012
Salaries, commissions, bonuses, and benefits $ 278.t % 292.2
Accrued partner liabilities 121.C 128.¢
Other 261.€ 253.¢
Total $ 661.¢ $ 674.7

Accrued partner liabilities relate to rebates aratkating development fund accruals for channelngast system vendors and systems
integrators, as well as accrued royalties.
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J. Unearned Revenues

Unearned revenues as of June 30, 2013 and Dec&hp2012 consisted of the following (table in naifis):

June 30, December 31,
2013 2012
Unearned license revenues $ 4272 $ 462.
Unearned software maintenance revenues 2,903.: 2,755.(
Unearned professional services revenues 265.¢ 242.¢
Total unearned revenues $ 359%.« $ 3,460.t

Unearned license revenues are either recognizablyatecognized upon delivery of existing or fetyproducts or services, or will be
recognized ratably upon delivery of future produmtservices. Future products include, in somes;asmerging products that are offered as
part of product promotions where the purchasenafxdsting product is entitled to receive a promiodél product at no additional charge.
VMware regularly offers product promotions to impecawareness of its emerging products. To the eptamotional products have not been
delivered and vendor-specific objective evidend&SOE") of fair value cannot be established, theereie for the entire order is deferred until
such time as all product delivery obligations hheen fulfilled. Unearned license revenue may aésoelsognized ratably, which is generally
due to a right to receive unspecified future prasloe a lack of VSOE of fair value on the softwaraintenance element of the arrangement. A
June 30, 2013, the ratable component represemtzchalf of the total unearned license revenuertz@aUnearned software maintenance
revenues are attributable to VMware’s maintenarncgracts and are recognized ratably, typically deems of one to five years with a
weighted-average remaining term at June 30, 20Hppifoximately 2.0 years. Unearned professionaices revenues result primarily from
prepaid professional services, including trainiugg are recognized as the services are delivered.

K. Income Taxes

Although VMware files a consolidated federal tatura with EMC, the income tax provision is calceldtunder a hybrid method, primal
as though VMware were a separate taxpayer, howedwre VMware and EMC are parties to transactianside the normal course of
business, the tax consequences of these transaatierietermined in accordance with consolidatedreules. The Company'’s effective tax
rate in the periods presented is the result ofrthxeof income earned in various tax jurisdictiohattapply a broad range of income tax rates.
The rate at which the provision for income taxesalkulated differs from the U.S. federal statutoigome tax rate primarily due to differential
tax rates in foreign jurisdictions where incomedésned and considered to be indefinitely reinvested

VMware’s effective income tax rate was 16.8% and%®for the three months ended June 30, 2013 ah? 2@spectively. The effective
income tax rate was 8.7% and 12.5% for the six hwahded June 30, 2013 and 2012 , respectivelyhigher effective rate for the three
months ended June 30, 2013 compared with the thoeg¢hs ended June 30, 2012 was primarily attridetibthe unfavorable tax impact of
VMware’s dispositions associated with VMware’s Imesis realignment plan during the three months edded 30, 2013 , as well as to a
jurisdictional shift of income from low-tax non-U.S. jurisdictions to the United Stateddaionally, the federal R&D credit applicable t613
favorably impacted the effective tax rate for theee months ended June 30, 2013 . The lower eféerdite for the six months ended June 30,
2013 compared with the six months ended June 3@ @@s primarily attributable to the discrete taxéfits recognized in the six months
ended June 30, 2013 due to the retroactive enatwhéme federal R&D tax credit by the United Sta@ongress in January 2013 and the net
favorable tax impact of charges under VMware'sigeahent plan, which occurred in the first quarteR@13 . This was partially offset by a
jurisdictional shift of income from low-tax non-U.S. jurisdictions to the United Statese Slote C to the consolidated financial statemfents
further information on VMware’s realignment plardarelated dispositions.

VMware’s rate of taxation in foreign jurisdictiorslower than the U.S. tax rate. VMware’s interaaél income is primarily earned by
VMware’s subsidiaries in Ireland, where the statyitax rate is 12.5% . Management does not belieatany recent or currently expected
developments in non-U.S. tax jurisdictions are oeably likely to have a material impact on VMwarefective tax rate. As of June 30, 2013,
VMware'’s total cash, cash equivalents, and shent-iavestments were $5,323.0 million , of which%3%5.8 million were held outside the U.S.
VMware’s intent is to indefinitely reinvest its ndhS. funds in its foreign operations, and VMwareurrent plans do not demonstrate a ne
repatriate them to fund its U.S. operations. VMwglens to meet its U.S. liquidity needs throughhdd®ws from operations, external
borrowings, or both. VMware utilizes a variety aktplanning strategies in an effort to ensure itsatorldwide cash is available in the
locations in which it is needed. If VMware deteresrthese overseas funds are needed for its operatiothe U.S., the Company would
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be required to accrue U.S. taxes on the relatetbuitited earnings in the period VMware determithesearnings will no longer be
indefinitely invested outside the U.S. in orderdpatriate these funds. At this time, it is notgpiable to estimate the amount of tax that may
be payable were VMware to repatriate these funds.

As of June 30, 2013, VMware had gross unrecogrteethenefits totaling $164.2 million , which exd&s $7.2 million of offsetting tax
benefits. Approximately $156.7 million of VMware®t unrecognized tax benefits, not including irdeend penalties, if recognized, would
reduce income tax expense and lower VMware's effectx rate in the period or periods recognizedotal, there were $167.6 million of net
unrecognized tax benefits, including interest aedgities, which were classified as a non-curreatility on the consolidated balance sheet as
of June 30, 2013 . It is reasonably possible thttimthe next 12 months audit resolutions coulteptally reduce total unrecognized tax
benefits by approximately $7.5 million . Due to tesure of tax audits and statutes that lapsgatoapmately $5.0 million of uncertain tax
benefits were reversed during the six months edded 30, 2013 . Audit outcomes and the timing ditasettlements are subject to significant
uncertainty.

VMware recognizes interest expense and penaltiagetkto income tax matters in the income tax miowi. VMware recognized
approximately $2.8 million in interest and penaltfer the six months ended June 30, 2013 . Intaresipenalties for the three months ended
June 30, 2013 were not material. As of June 303 2@here were $10.9 million of interest and peaalaccrued for unrecognized tax benefits.
These amounts are included as components of tHe&fdillion of net unrecognized tax benefits agwafe 30, 2013 .

L. Contingencies
Litigation

From time to time, VMware is subject to legal, adisirative and regulatory proceedings, claims, datsand investigations in the
ordinary course of business, including claims wébpect to commercial, product liability, intelleat property, employment, class action,
whistleblower and other matters. From time to tiiviklware also receives inquiries from governmenttierst regarding the compliance of its
contracting and sales practices with applicablelemns. VMware accrues for a liability when itdeth probable that a liability has been
incurred and the amount of the loss can be reagporatmated. Significant judgment is required attbthe determination of probability and
the determination as to whether a loss is reasgreghimable. These accruals are reviewed at leastarly and adjusted to reflect the impacts
of negotiations, settlements, rulings, advice galeeounsel and other information and events pergito a particular matter. As of June 30,
2013 and December 31, 2012 , the amounts acevaszinot material. To the extent there is a reasdenzossibility that the losses could
exceed the amounts already accrued, managemeswdmthat the amount of any such additional losdavalso be immaterial to VMware’s
consolidated financial position and results of agiens.

M. Stockholders’ Equity
VMware Equity Plan and VMware Employee Stock PurcePlan

In May 2013, VMware amended its 2007 Equity ancehiitve Plan to increase the number of shares daifar issuance by 13,300,000
shares. VMware also amended its 2007 Employee $taohase Plan to increase the number of sharéaldedor issuance by 7,900,000
shares.

VMware Stock Repurchase Programs

In November 2012, VMware’s Board of Directors authed the repurchase of up to $250.0 million of V&te's Class A common stock
through the end of 2014. In February 2012, VMwaBoard of Directors authorized the repurchase doup600.0 million of VMware’s Class
A common stock, which was completed in the secaraitgr of 2013. Previously, in February 2011, VM&iaiBoard of Directors authorized
the repurchase of up to $550.0 million of VMwar€lass A common stock, which was completed in tloerse quarter of 2012.

From time to time, future stock repurchases magnbde pursuant to the November 2012 authorizatiapén market transactions or
privately negotiated transactions as permitteddmysties laws and other legal requirements. VMwsurgot obligated to purchase any shares
under its stock repurchase programs. The timirengfrepurchases and the actual number of shareschgised will depend on a variety of
factors, including VMwares stock price, cash requirements for operationsbaisthess combinations, corporate and regulatapyimements ar
other market and economic conditions. Purchasebealiscontinued at any time that VMware feels toltial purchases are not warranted. All
shares repurchased under VMware’s stock repurgiraggams are retired.
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The following table summarizes stock repurchaseiacin the three and six months ended June 3@32ihd 2012 (table in millions,
except per share amounts):

For the Three Months Ended For the Six Months Ended

June 30, June 30,
2013 2012 2013 2012
Aggregate purchase price $ 120.C $ 1782 $ 302.C $ 178.2
Class A common shares repurchased 1.€ 1.8 4.C 1.€
Weighted-average price per share $ 73.2¢ $ 96.5( $ 7550 $ 96.5(

The amount of repurchased shares includes commsssaitd was classified as a reduction to additipagl-in capital. As of June 30,
2013, the authorized amount remaining for repwsehaas $165.8 million .

VMware Restricted Stock

VMware restricted stock primarily consists of regtd stock unit (‘RSU”) awards granted to emplaydeSUs are valued based on the
VMware stock price on the date of grant, and shaneferlying RSU awards are not issued until th&iotsd stock units vest. Upon vesting,
each RSU converts into one share of VMware ClassrAmon stock.

VMware restricted stock also included performartoelsunit (“PSU”) awards. Beginning in 2012, VMwageanted PSU awards to certain
of its executives and employees. The awards wit tlrough the first quarter of 2015 if certain éoype-specific or VMware-designated
performance targets are achieved. If minimum peréorce thresholds are achieved, each PSU awardomiert into VMware’s Class A
common stock at ratios ranging from 0.5 to 3.0 sh@er PSU, depending upon the degree of achieverhdre performance target designatec
by each individual award. If minimum performancestiholds are not achieved, then no shares wiksieed under that PSU award.

The following table summarizes restricted stochvétgtsince January 1, 2013 (units in millions):

Weighted-
Average Grant
Number Date Fair
of Value

Units (per unit)
Outstanding, January 1, 2013 122 % 91.9:
Granted 4.€ 72.6¢
Vested (2.5 81.9i
Forfeited (1.9 92.01
Outstanding, June 30, 2013 12.¢ 87.0¢

As of June 30, 2013, the 12.9 million of unit¢standing included 11.9 million of RSUs, 0.6lmit of restricted stock and 0.4 million
of PSUs. Such PSUs are convertible into a maxiraggregate of 1.1 million shares.

The total fair value of VMware restricted stockglinding restricted stock and restricted stock uttitg vested in the six months ended
June 30, 2013 was $187.1 million . As of June 80,32, restricted stock representing 12.9 millioarsk of VMware's Class A common stock
were outstanding, with an aggregate intrinsic vai$866.5 million based on VMware’s closing prazzof June 28, 2013. These awards are
scheduled to vest through 2017 .
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Accumulated Other Comprehensive Income (Lo

The changes in components of accumulated other drapsive income (loss) in the six months ended 30n 2013 were as follows
(table in millions):

Unrealized Losses on

Available-for-Sale Losses on
Securities Cash Flow Hedges Total

Balance, January 1, 2013 $ 57 $ — 3 5.7
Other comprehensive loss before reclassificatinasof taxes of
$(5.0), $(0.1) and $(5.1) (8.2 1.1 (9.9
Amounts reclassified from accumulated other comgmnsive
income to the consolidated statement of incomephtetxes of
$(0.7), $0.0 and $(0.7) (1.7 — (1.7
Other comprehensive loss, net (9.9 (1.3 (10.9
Balance, June 30, 2013 $ (36 % (11 % (4.7

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

The effective portion of gains (losses) resultirapf changes in the fair value of forward contralgtsignated as cash flow hedging
instruments is reclassified to its related opegpéirpense line item on the consolidated statenfantome in the same period that the
underlying expenses are incurred. The amountsdeddo their related operating expense line itemthe consolidated statements of income
in the three and six months ended June 30, 2018 marmaterial.

N. Related Party Transactions

Pursuant to an ongoing reseller arrangement wittCEEMC bundles VMware’s products and services \ERhC’s products and sells thi
to end-users. In the three months ended June 33,&td 2012 , VMware recognized revenues of $34lmand $45.6 million, respectively
from such contractual arrangement with EMC. Inglxemonths ended June 30, 2013 and 2012 , VMwaagreézed revenues of $71.8 million
and $80.6 million , respectively, from such contuat arrangement with EMC. As of June 30, 20136058 million of revenues from products
and services sold under the reseller arrangemenetiweluded in unearned revenues.

In the three months ended June 30, 2013 and 2@1Rvare recognized professional services revenué&306f2 million and $23.6 million ,
respectively, from such contractual agreements BMC. In the six months ended June 30, 2013 an@ 20Mware recognized revenues of
$45.7 million and $42.3 million , respectively, fncsuch contractual agreements with EMC. As of Bhe2013 , $6.0 milliorof revenues fror
professional services to EMC customers were indudeinearned revenues.

In the three months ended June 30, 2013 and 2@1Rvare recognized revenues of $3.3 million and $8illion , respectively, from
products and services purchased by EMC for intarealpursuant to VMware’s contractual agreemertts BMC. In the six months ended
June 30, 2013 and 2012 , VMware recognized reveoiu®8.4 million and $3.8 million , respectivelypf such contractual agreements with
EMC. As of June 30, 2013, $31.6 million of reveafl®om products and services purchased by EMOntermal use were included in unearnec
revenues.

VMware purchased products and services for intersalfrom EMC for $14.8 million and $5.9 millionftine three months ended June 30,
2013 and 2012, respectively, and for $25.0 milkowl $23.9 million in the six months ended June2BA3 and 2012 , respectively.
Additionally, VMware purchased products and servifte internal use from Pivotal for $2.5 millioncda#5.5 million in the three and six
months ended June 30, 2013, respectively.

Although VMware files a consolidated federal tatura with EMC, the income tax provision is calceldtunder a hybrid method, primal
as though VMware were a separate taxpayer, howedere VMware and EMC are parties to transactianside the normal course of
business, the tax consequences of these transaeatiemetermined in accordance with consolidateoireules. Payments between VMware
and EMC under the tax sharing agreement primaglgte to VMware’s portion of federal income taxesEMC’s consolidated tax return.
Payments from VMware to EMC primarily relate toipds for which VMware had federal taxable incoméjlespayments from EMC to
VMware relate to periods for which VMware had adead taxable loss. In the three and six months @ddee 30, 2013 , EMC paid VMware
$15.5 million under the tax sharing agreement angayments were made by VMware to EMC. In the tlarge six months ended June 30,
2012 , ngpayments were made by either VMware or EMC undettdlx sharing agreement. The amounts that VMwanergpays to or receiv
from EMC for its portion of federal income taxes©BkIC'’s consolidated tax return differ from the amtsuVMware
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would owe based on the hybrid-method and the diffee is presented as a component of stockholdgugye For all periods presented, the
difference was not material .

In certain geographic regions where VMware doeshawe an established legal entity, VMware contraitis EMC subsidiaries for
support services and EMC personnel who are manag®&iMware. The costs incurred by EMC on VMwar&ehalf related to these employ
are passed on to VMware and VMware is charged &-maintended to approximate costs that would Hsen charged had VMware
contracted for such services with an unrelatedi tharty. These costs are included as expenses inar&ls consolidated statements of income
and primarily include salaries, benefits, traved aent. Additionally, EMC incurs certain adminigiv@ costs on VMware’s behalf in the U.S.
that are also recorded as expenses in VMware'sotidaged statements of income. The total cost efsérvices provided to VMware by EMC
as described above was $27.2 million and $21.2anilh the three months ended June 30, 2013 an®l 2@kpectively, and $62.7 million and
$49.0 million in the six months ended June 30, 2813 2012 , respectively.

In the three months ended June 30, 2013 and 26A® million and $1.2 million , respectively, otémest expense was recorded related tc
the note payable to EMC and included in interepeese with EMC on VMware’s consolidated statemehtacome. In the six months ended
June 30, 2013 and 2012, $1.9 million and $2.4ionil] respectively, of interest expense was reabrdiated to the note payable to EMC and
included in interest expense with EMC on VMwargdssolidated statements of income. VMware’s inteegpense as a separate, stand-alone
company may be higher or lower than the amountsatefd in the consolidated financial statements.

In 2011, VMware acquired certain assets relatingNMC’s Mozy cloud-based data storage and data ceeteices, including certain data
center assets and a license to certain intelleproglerty. EMC retained ownership of the Mozy basigand its remaining assets and continue
to be responsible to Mozy customers for Mozy prasland services and to recognize revenue from grorfucts and services. VMware
entered into an operational support agreementBMIC through the end of 2012, pursuant to which VieM@ok over responsibility to oper:
the Mozy service on behalf of EMC. Pursuant toghpport agreement, costs incurred by VMware to sugpMC’s Mozy services, plus a
mark-up intended to approximate third-party cosi$ @ management fee, were reimbursed to VMwareNdg .Hn the fourth quarter of 2012,
the operational support agreement between VMwadeEAMMC was amended such that VMware would no loogerate the Mozy service on
behalf of EMC. Under the amendment, VMware transfésubstantially all employees that support Maayises to EMC and EMC purchas
certain assets from VMware in relation to trangfdremployees. The termination of service and rélansfer of employees and sale of asset
was substantially completed during the first quanfe2013. On the consolidated statements of ing@meh amounts reimbursed by EMC to
VMware to operate Mozy were immaterial in the thaeel six months ended June 30, 2013 , and $16léménd $30.9 million in the three
and six months ended June 30, 2012 , respectiVese amounts were recorded as a reduction ta8te ¥Mware incurred.

From time to time, VMware and EMC enter into agreets to collaborate on technology projects. In llbéthree months ended June 30,
2013 and 2012 , VMware received $1.7 million frEfMC for EMC's portion of expenses related to sunbjgrts, and in the six months ended
June 30, 2013 and 2012 , VMware received $3.8onillind $2.8 million , respectively, from such cantual agreements with EMC. In the
three months ended June 30, 2013, VMware paié hillion to EMC for services provided to VMware BMC related to such projects, and
in the six months ended June 30, 2013 , VMware $aid million to EMC for such contractual agreensenith EMC.

Effective September 1, 2012, Pat Gelsinger succePdel Maritz as Chief Executive Officer of VMwaRrior 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 @ffiof Pivotal, a majority-owned subsidiary of ENdCvhich VMware has an ownership
interest. With the exception of a lotgrm incentive performance award from EMC that®alsinger agreed to cancel in consideration ofva
PSU award from VMware, both Paul Maritz and Pats{Bgler retained and continue to vest in their retipe equity awards that they held as
September 1, 2012. Stock-based compensation rdtafeat Gelsinger's EMC awards will be recognizadvdlware’s consolidated statements
of income over the awards’ remaining requisite merperiods. Stock-based compensation relatedubNaritz’'s VMware awards will be
recognized by EMC and Pivotal.

As of June 30, 2013, VMware had $33.7 million die¢ from EMC, which consisted of $84.5 million dtemm EMC and $7.9 million due
from Pivotal, partially offset by $43.2 million dite EMC and $15.5 million due to Pivotal. These amts resulted from the related-party
transactions with EMC described above, as welhas¢lated-party transactions with Pivotal desdribelow. Additionally, VMware had a net
income tax payable due to EMC of $2.3 million adwafie 30, 2013, which was included in accrued msgeand other on VMware’s
consolidated balance sheet. Balances due to orEidi@ which are unrelated to tax obligations areggalty settled in cash within 60 days of
each quarter-end. The timing of the tax paymengstdand from EMC is governed by the tax sharingagent with EMC.
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Joint Contribution of Assets with EMC into Pivotal

On April 1, 2013, VMware and EMC contributed cemtassets to Pivotal and Pivotal assumed certdiiiifias from VMware and EMC.
VMware contributed substantially all assets, inalgdntellectual property, to Pivotal, and Pivogasumed substantially all liabilities, relatec
certain of its Cloud Application Platform produetsd services, including VMware’s Cloud Foundry, Ve vFabric (including Spring and
GemFire) and Cetas organizations, except for cetéaigible assets related to Cloud Foundry. Duttiegthree months ended June 30, 2013 ,
VMware transferred approximately 400 VMware emplky#o Pivotal. EMC contributed substantially aliets, including intellectual property,
to Pivotal, and Pivotal assumed substantiallyialiilities, related to its Greenplum and Pivotabkdusinesses. Additionally, EMC made a
capital contribution to Pivotal. Pivotal assumetsantially all of the rights and responsibilities the respective support arrangements
transferred by VMware and EMC.

In exchange for their contributions, VMware receiyeferred equity interests in Pivotal equal tpragimately 31% of Pivotal's
outstanding shares, and EMC received equity inteiadPivotal equal to approximately 69% of Pivigautstanding shares. Additionally,
VMware and Pivotal entered into an agreement witlotal pursuant to which VMware will act as thelisgj agent of the products and services
it contributed to Pivotal until at least Decembér 3013 in exchange for a customary agency fethdithree months ended June 30, 2013 ,
VMware recognized revenues of $1.6 million fromfsaeontractual arrangement with Pivotal. VMware algoeed to provide various transition
services to Pivotal until at least December 31, 32®ursuant to the support agreement, costs irccbgrd/Mware to support Pivotal services
reimbursed to VMware by Pivotal. During the threentihs ended June 30, 2013 , VMware provided trans#ervices of $7.7 million that are
reimbursable by Pivotal and which were recorded eeduction to the costs VMware incurred.

The book value of all contributed assets and iglities assumed by Pivotal, with the exceptioinédngible assets and goodwill, was
based on the book values of those assets andtlebdpecific to those particular products andises. For intangible assets and goodwill, the
book value contributed was based on the relativevédue of the contributed assets applicable t@til.

On April 1, 2013, VMware contributed a net liahiliof $15.7 million to Pivotal, which was includen VMware’s consolidated balance
sheet as of March 31, 2013. During the three mosrided June 30, 2013, adjustments to provisianaliats were recorded, which were not
material to VMware’s consolidated financial statemse The following table summarizes the assets VMwantributed to Pivotal and the
liabilities Pivotal assumed from VMware, adjusted provisional amounts, which were not materia¥ddware’s consolidated financial
statements (table in millions):

Accounts receivable $ 4.3
Property and equipment, net 1.4
Intangible assets 27.1
Goodwill 28.4
Total assets 61.¢
Accounts payable, accrued liabilities and othet, ne (6.9
Unearned revenues (71.2)
Total liabilities (77.5)
Total liabilities, net assumed by Pivotal $ (15.9)

Of the $71.2 million in unearned revenues assunydeivotal, $32.0 million related to unearned licemsvenues and $39.2 million related
to unearned services revenues.

VMware accounts for its investment in Pivotal oocost basis as VMware’s preferred equity intereatgeta distribution preference upon
dissolution or liquidation of Pivotal. As Pivotadsumed a net liability from VMware, the investmeatried by VMware has a cost basis of
zero . Thus the net liability assumed by Pivotab®5.7 million as of April 1, 2013 was classifiedadditional paid-in capital on VMware’s
consolidated balance sheet.

In May 2013, a third-party strategic investor madenvestment of approximately $105.0 million ivdal. Upon closing of the thirdarty
investment, the interests of EMC, VMware and thedtharty investor represented approximately 6228% and 10% , respectively, of
Pivotal’s outstanding equity.

O. Segment Information

VMware operates in oneperating segment. Operating segments are dedimedmponents of an enterprise about which sepé@matecial
information is evaluated regularly by the chief giimg decision maker in deciding how to allocasaurces
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and assessing performance. VMware’s chief operat@ugsion maker allocates resources and assessespnce based upon discrete
financial information at the consolidated leveh& VMware operates in one operating segmentegllired financial segment information

can be found in the consolidated financial statémen

Revenues by geographic area for the three and @ntha ended June 30, 2013 and 2012 were as fo{tabie in millions):

For the Three Months Ended

For the Six Months Ended

June 30, June 30,
2013 2012 2013 2012
United States $ 590.: $ 550.7 $ 1,158.¢ $ 1,035.¢
International 652.¢ 572.: 1,275.¢ 1,142.¢
Total $ 1,243 $ 1,123.( $ 2434.¢ $ 2,178.:

No individual country other than the United Stédtasl material revenues for the three and six maenked June 30, 2013 and 2012 .

Long-lived assets by geographic area, which prigarclude property and equipment, net, as of B®e2013 and December 31, 2012

were as follows (table in millions):

June 30, December 31,
2013 2012
United States $ 646.. $ 562.¢
International 51.4 51.Z
Total $ 697.¢ $ 614.1

No individual country other than the United Staaesounted for 10% or more of these assets as ef 32013 and December 31, 2012,

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 iromslli

Overview

We are the leader in virtualization infrastructacdutions utilized by organizations to help tramsfahe way they build, deliver and
consume information technology (“IT”) resources.r@timary source of revenues is from the licensind support of these solutions to
organizations of all sizes and across numeroussinds. The benefits of our solutions to our cugtsinclude substantially lower IT costs,
cost-effective high availability across a wide rargd applications and a more automated and resgigstems infrastructure capable of
responding dynamically to variable business demands

We pioneered the development and application dfi@iization technologies with x86 server-based aating, separating application
software from the underlying hardware. Since themhave introduced a broad and proven suite afalitation technologies that address a
range of complex IT problems that include cost apérational inefficiencies, facilitating accestoud computing capacity, business
continuity, and corporate end-user computing demie@agement. In 2012, we articulated a visionterdoftware-defined data center
(“SDDC"), where increasingly infrastructure is valized and delivered as a service, and the cootithis data center is entirely automated by
software. To further this vision, in the third qtearof 2012, we released the VMware vCloud Suiteictvis the first integrated solution
designed to meet the requirements of the SDDC b\immpindustry-standard hardware and running compuagtworking, storage and
management functions in the data center as softdefined services.

Our solutions are based upon our core virtualipatézhnology and are organized into two main produaups: Cloud Infrastructure and
Management and End-User Computing. The Cloud Itifreire and Management product group is based apofiagship virtualization
platform, VMware vSphere. VMware vSphere not ondgaluples the entire software environment fromritdeanlying hardware infrastructure
but also enables the aggregation of multiple senstorage infrastructures and networks into shpoets of resources that can be delivered
dynamically, securely and reliably to applicati@ssneeded. The Cloud Infrastructure and Managegrenp also encompasses the VMware
vCloud Suite and various Cloud Management solutibasare optimized to work with vSphere environtseand are designed to simplify and
automate management of dynamic cloud infrastrusttirat enable enterprises to build, manage andretéotheir own private clouds. Our
End-User Computing product group has solutionsgihesi to enable a user-centric approach to persongbuting, including, for example, the
VMware Horizon Suite launched in the first quat&2013, that enable secure access to applicatiodslata from a variety of devices and
locations, and addresses the needs of IT depasrbgrdelivering existing end-user assets as a neahsgyvice.

We have developed a multi-channel distribution nhéalexpand our presence and reach various segroktits market. We derive a
significant majority of our sales from our indiresgtles channel, which includes distributors, resgllsystem vendors and systems integrators.
Sales to our channel partners often involve thiexs bf distribution: a distributor, a reseller aamdend-user customer. Our sales force works
collaboratively with our channel partners to intwod them to end-user customer accounts and newggpertunities. As we expand
geographically, we expect to continue to add aoldéti channel partners.

We expect to grow our business by building longrteelationships with our customers through the @idopof enterprise license
agreements (“ELAS"). ELAs are comprehensive voldicense offerings offered both directly by us ahbtigh certain channel partners that
provide for multi-year maintenance and supportistalinted prices. Under a typical ELA, a portionthe revenues is attributed to the license
revenues and the remainder is primarily attribuitesoftware maintenance revenues. In additioniritial maintenance period is typically
longer for ELAs than for other types of licenseesaELAs enable us to build long-term relationshwith our customers as they commit to our
virtual infrastructure solutions in their data anst ELAs also provide a base from which to sedllitmhal products, such as our end-user
computing products and our cloud infrastructure m@sagement products. ELAs comprised 37% and 298trodverall sales during the
second quarters of 2013 and 2012 , respectivety38f06 and 26% of our overall sales during the fiedtes of 2013 and 2012 , respectively,
with the balance represented by our non-ELA, ardaational business. In 2013, in addition to cauitig to increase revenues through the
adoption of ELAS, we are focused on driving addisibtransactional business.

In January 2013, we announced a realignment o$wategy to refocus our resources and investmersspport of three growth priorities
that focus on our core opportunities as a providesrtualization technologies that simplify IT nafstructure: the software-defined data center,
the hybrid cloud and end-user computing. For th®G&Dwe plan to continue to invest in the developha delivery of innovations in
networking, security, storage and management asowenue to roll out and enhance the features o/@loud Suite. For the hybrid cloud, we
are introducing a public cloud infrastructure a®evice offering designed to be completely interapke with our customers’ VMware
virtualized infrastructure. For end-user
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computing, we plan to enhance our offerings to Enalvirtual workspace for both existing PC envinamts and emerging mobile devices in a
secure enterprise environment.

In January 2013, we also approved a business neadigt plan to streamline our operations and to me#éocus on our three growth
priorities. As of June 30, 2013, the plan was sislly completed, and it is expected to be feltynpleted by the end of 2013. The total
charge resulting from this plan is expected to éwvben $70.0 and $85.0 . The plan includes thération of approximately 750 positions
and personnel across all major functional groumsgeographies, which is expected to result in agehan the range of $55.0 to $60.0, of
which $56.4 was recorded in the first half of 20Additionally, we exited certain lines of businesgl consolidated and are planning to
consolidate facilities, which are expected to resul charge in the range of $15.0 to $25.0which $10.8 was recorded in the first half of
2013. Although we expect that streamlining our atiens will have a favorable impact on our opegnpenses in future quarters, we expec
that operating expenses related to our headcolinherease as we expect our total headcount teease by approximately 500 during 2013 a:
we continue to make key investments in supportunfieng-term growth objectives.

On April 1, 2013, we and EMC contributed certaiseds to GoPivotal, Inc. (“Pivotal”) and Pivotal asged certain liabilities from us and
EMC. We contributed substantially all assets tmRil including intellectual property, and Pivosaisumed substantially all liabilities, related
to certain of our Cloud Application Platform prodsiand services, including our Cloud Foundry, VMevaFabric (including Spring and
GemFire) and Cetas organizations, except for cetsaigible assets related to Cloud Foundry. Théiadgtity assumed by Pivotal as of June
30, 2013, was $15.7 . We transferred approximat@tyof our employees to Pivotal during the secamatigr of 2013. EMC contributed
substantially all assets, including intellectuagerty, to Pivotal, and Pivotal assumed substangdil liabilities, related to its Greenplum and
Pivotal Labs businesses. Additionally, EMC madagital contribution to Pivotal. Pivotal assumedstahtially all of the rights and
responsibilities for the respective support arramgts transferred by us and EMC.

In exchange for our and EMC'’s contributions, weeieed preferred equity interests in Pivotal eqoapproximately 31% of Pivotal's
outstanding shares, and EMC received equity inteiadPivotal equal to approximately 69% of Pivigtautstanding shares. Following the
formation of Pivotal, a third party invested $10B@Pivotal reducing our ownership interest to 28%e account for our investment in Pivotal
on a cost basis. Additionally, we and Pivotal ezdiento an agreement pursuant to which we aregaesrthe selling agent of the products and
services we contributed to Pivotal until at leastBmber 31, 2013 in exchange for a customary ageecyVe have also agreed to provide
various transition services to Pivotal until atsdeBecember 31, 2013, for which we are reimburseadr costs.

Starting with the second quarter of 2013, subsaiptall revenues and costs associated with outritarion to Pivotal have been
eliminated from our consolidated statements of ineoWhile the contribution of these business litweBivotal has had a negative impact on
our revenue growth rate compared to 2012, it hpdsitive impact on our 2013 operating margin duth&elimination of Pivotal related costs
from our consolidated statements of income. Intaaidithe disposition of certain lines of businassler our realignment plan had and is
expected to have a negative impact on our revermetly rate in 2013 compared to periods in the pyear.

Results of Operations

As we operate our business in one operating segmeantevenues and operating expenses are presamdatiscussed at the consolidated
level.

Our current financial focus is on long-term revegoawth to enable us to fund our expansion of itjusegment share and to evolve our
virtualization-based products for data centers;eser devices and cloud computing through a contibimaf internal development and
acquisitions. In evaluating our results, we alstufon our free cash flows and operating margifueieg certain expenses which are includec
in our total operating expenses calculated in ataroze with accounting principles generally acceptate United States (“GAAP”). The
expenses excluded are stock-based compensationjzation of acquired intangible assets, realignhwdrarges and certain other expenses
consisting of the net effect of amortization angitaization of software development costs, emptqayroll taxes on employee stock
transactions and acquisition and other-relatedstéfe believe these measures reflect our ongoisgpéss in a manner that allows meaningfu
period-to-period comparisons. We are not currefoityised on short-term operating margin expansiohrdther on investing at appropriate
rates to support our growth and priorities in winaty be a substantially more competitive environm&ae “Non-GAAP Financial Measures”
for further information.
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Revenues

Our revenues in the second quarter and first H&lb@3 and 2012 were as follows:

For the Three Months For the Six Months Ended

Ended
June 30, June 30,
2013 2012 $ Change % Change 2013 2012 $ Change % Change
Revenues:
License $ 5308 $ 51772 % 13.c 3% $ 1,018° $ 999.1 $ 19.€ 2%
Services:
Software maintenance 614.: 519.1 95.2 18 1,219.¢ 1,011.. 208.¢ 21
Professional services 98.: 86.7 11.¢ 13 196.1 167.7 28.4 17
Total services 712.€ 605.¢ 106.¢ 18 1,415.¢ 1,179.: 236.¢ 2C
Total revenues $ 1,243.. $ 1,123.( $ 120. 11 $ 2,434¢ $ 2,178.. $ 256. 12
Revenues:
United States $ 590 $ 550.7 $ 39.€ 7% $ 1,158 $ 1,035« $ 123.c 12%
International 652.¢ 572.c 80.t 14 1,275.¢ 1,142.¢ 133.2 12
Total revenues $ 1,243 $ 1,123.( $ 120. 11 $ 2434¢ $ 2,178. $ 256. 12

In the second quarter and first half of 2013 , whkeieved growth in license and services revenuasgamwth in the United States and
internationally, as compared with the second quane first half of 2012 .

License Revenues

License revenues in the second quarter and fitsbha013 were up 3% and 2% , respectively, coragao the second quarter and first
half of 2012 . Our revenue growth rate was negbtivepacted by the contribution of certain businksss to Pivotal and the disposition of
certain business lines under our realignment plagatively impacting license revenue growth raie2% and 1% in the second quarter and
first half of 2013, respectively. Excluding from both the 2013 anel 2012 periods the revenues related to Pivotabdrtispositions under ot
realignment plan, including the business line wigeexin the third quarter of 2013, license revengiesv 5% and 3% in both the second quarte
and first half of 2013 , respectively. See “Non-GAKinancial Measures” for further information ocelise revenues excluding Pivotal and ou
2013 dispositions.

Services Revenues

In the second quarter and first half of 2013 ,\gafe maintenance revenues benefited from strorgarals, multi-year software
maintenance contracts sold in previous periods aalaitional maintenance contracts sold in conjamctiith new software license sales. In
each period presented, customers bought, on averege than 24 months of support and maintenanteegich new license purchased, whick
we believe illustrates our customers’ commitmen¥kdware as a core element of their data centeri@ctiure and hybrid cloud strategy.

In the second quarter and first half of 2013 , gssfonal services revenues increased as growtlr ilicense sales and installed-base led t
additional demand for our professional services.

Our revenue growth rate was negatively impactethbycontribution of certain business lines to Ravand the disposition of certain
business lines under our realignment plan, nedgtirgacting services revenues growth rates by 6%3%26 in thesecond quarter and first h
of 2013, respectively. Excluding from both the 2@hd the 2012 periods the revenues related tddPiand all dispositions under our
realignment plan, including the business line wigeelxin the third quarter of 2013, services revengiew 24% in both the second quarter and
first half of 2013 . See “Non-GAAP Financial Meassir for further information on services revenuesleaing Pivotal and our 2013
dispositions.

Revenue Growth in Constant Currency

We invoice and collect in the Euro, the British Rduthe Japanese Yen and the Australian Dolldréir tespective regions. As a result,
our total revenues are affected by changes indghes\of the U.S. Dollar against these currenciesrdler to provide a comparable framework
for assessing how our business performed exclutimgffect of foreign currency fluctuations, managat analyzes year-over-year revenue
growth on a constant currency basis. Since we tgerith the U.S. Dollar as our functional currenagearned revenues for orders booked in
currencies other than the U.S. Dollar are converterdU.S. Dollars at the exchange rate in effecttfie month in which each order is booked
and remain at their
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historical rate when recognized into revenue. Weutate constant currency on license revenues rézed during the current period that were
originally booked in currencies other than U.S.lBxd by comparing the exchange rates used to réemmgevenue in the current period against
the exchange rates used to recognize revenue oothparable period. For the second quarter of 208 year-over-year growth in license
revenues measured on a constant currency basé¥vasmpared with 3% as reported, and was 3% compeite 2% as reported year-over-
year for thefirst half of 2013 . We do not calculate constamtrency on services revenues, which include so#waaintenance revenues and
professional services revenues.

Unearned Revenues

Our unearned revenues as of June 30, 2013 and [becé&h, 2012 were as follows:

June 30, December 31,

2013 2012
Unearned license revenues $ 427.2 % 462.
Unearned software maintenance revenues 2,903.: 2,755.(
Unearned professional services revenues 265.¢ 242.¢
Total unearned revenues $ 3,596.! $ 3,460.¢

The complexity of our unearned revenues has inetkaser time as a result of acquisitions, an expdnmtoduct portfolio and a broader
range of pricing and packaging alternatives. Unegilitense revenues are either recognized ratadsdggnized upon delivery of existing or
future products or services, or will be recogniratbly upon delivery of future products or sersidéuture products include, in some cases,
emerging products that are offered as part of prodtomotions where the purchaser of an existimglpet is entitled to receive a promotional
product at no additional charge. We regularly offevduct promotions to improve awareness of ourrging products. To the extent
promotional products have not been delivered amdl@especific objective evidence (“VSOE") of faialue cannot be established, the revenu
for the entire order is deferred until such timekh@roduct delivery obligations have been fulfil Increasingly, unearned license revenue me
also be recognized ratably, which is generally iu right to receive unspecified future products tack of VSOE of fair value on the
software maintenance element of the arrangemerdué 30, 2013 , the ratable component represenexchalf of the total unearned license
revenue balance. The amount of total unearnedd&eegvenues may vary over periods due to the typdexel of promotions offered, the
portion of license contracts sold with a ratablogmition element, and when promotional productsdsiivered upon general availability.
Unearned software maintenance revenues are a#tbleuo our maintenance contracts and are recaynégably, typically over terms from ol
to five years with a weighted-average remainingitat June 30, 2013 of approximately 2.0 years athedl professional services revenues
result primarily from prepaid professional servidesluding training, and are recognized as theises are delivered. We believe that our
overall unearned revenue balance improves predlityadf future revenues and that it is a key iratiar of the health and growth of our
business. As of June 30, 2013, 88% of our totabumed revenues are expected to be recognizedyraéibr the delivery of any specified
deliverables, if applicable.

As of June 30, 2013, we reclassified $2df@inearned revenues to liabilities held for shht tire related to a line of business that we &
in the third quarter of 2013. Liabilities held feale are reported in accrued expenses and otlteeawonsolidated balance sheet.

In the second quarter of 2013, approximately $1@tediously included in our unearned revenues wawred from our total unearned
revenue balance. Of this amount, $71.2 was ataidatto the transfer of unearned revenues to Rigaththe balance of approximately $30.2
was attributable to the remaining disposals ofiesses under our realignment plan.
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Operating Expenses

Information about our operating expenses for tlo@ise quarter and first half of 2013 and 2012 ifoHisws:

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

Total operating expenses
Operating income
Operating margin

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

Total operating expenses
Operating income
Operating margin

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

Total operating expenses
Operating income
Operating margin

For the Three Months Ended June 30, 2013

Core Other Total
Operating Stock-Based Intangible Realignment Operating Operating
Expenses (1) Compensation Amortization Charges Expenses Expenses
$ 187 $ 0t $ 22.2 — % 132 $ 54.¢
110.¢ 6.7 0.€ — 0.2 118.t
207 . 51.C 0.€ — 1.t 260.5
405.7 33.4 1.€ — 14 442.1
83.€ 11.¢ — — 1.1 96.5
— — — 0.€ — 0.€
$ 826.. $ 1032 $ 25.4 0€ $ 174 $ 972.¢
$ 270.c
21. %
For the Three Months Ended June 30, 2012
Core Other Total
Operating Stock-Based Intangible Realignment Operating Operating
Expenses(1) Compensation Amortization Charges Expenses Expenses
$ 21t % 05 % 137 $ — 3 20 $ 56.€
114.1 7.1 11 — 04 122.7
197.% 48.C 0.8 — 2.1 248.¢
353.% 33.¢ 2.9 — 14 391t
78.2 11.4 — — 2.1 91.7
$ 764.8 3 100¢ $ 185 % — 3 26.¢ $ 911.]
$ 211.¢
18.¢%
For the Six Months Ended June 30, 2013
Core Other Total
Operating Stock-Based Intangible Realignment Operating Operating
Expenses(1) Compensation Amortization Charges Expenses Expenses
$ 39.1 $ 10 $ 458  $ — % 26.2 $ 111.¢
226.¢ 14.C 1.8 — 04 243.1
413.€ 113.c 1.8 — 2.5 531.2
783.7 69.5 4.2 — 2.1 859.t
166.¢ 25.7 — — 2.3 194.¢
— — — 63.t — 63.t
$ 1,630.. $ 223t % 53.: 63.E $ 336 $ 2,004.(
$ 430.¢
17.7%
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For the Six Months Ended June 30, 2012

Core Other Total

Operating Stock-Based Intangible Realignment Operating Operating

Expenses(1) Compensation Amortization Charges Expenses Expenses

Cost of license revenues $ 427 % 10 $ 27.C % —  $ 42€ $ 113.3

Cost of services revenues 220.¢ 12.¢ 2.2 — 0.8 236.¢

Research and development 378.( 87.4 175 — 4.1 471.(

Sales and marketing 686.t 59.1 5.6 — 3.4 754.¢

General and administrative 148.2 22.¢ — — 2.€ 173.1

Total operating expenses $ 14765 $ 182.7 % 36.€ $ — 3 53t § 1,749

Operating income $ 429.]
Operating margin 19.7%

(1) Core operating expenses is a non-GAAP finame&asure that excludes stock-based compensatimrtiaation of acquired intangible
assets, realignment charges, and certain othensgpdrom our total operating expenses calculated¢ordance with GAAP. The other
operating expenses excluded are the net effebiecdmortization and capitalization of software depment costs, employer payroll taxes
on employee stock transactions and acquisitionoéinel-related items. Our core operating expendecte@ur business in a manner that
allows meaningful period-to-period comparisons. Gane operating expenses are reconciled to the coosparable GAAP measurdptal
operating expenses,” in the table above. See “NAA#SFinancial Measures” for further information.

Our operating margin on total operating expenseased to 21.7% in the second quarter of 2013 1®:9% in the second quarter of
2012 . The increase in our operating margin inseond quarter of 2013 compared with the secondeguzt 2012 primarily related to the
yearover-year decrease in amortization of capitalizeflware costs resulting from the timing of the pdetion of amortization for previous
product releases and the change in our go-to-matikategy. Our operating margin on total operaéirgenses decreased to 17.7% in the first
half of 2013 from 19.7% in the first half of 201Zhe decrease in our operating margin in the fiedt of 2013 compared with the first half of
2012 primarily related to the year-over-year inseein realignment charges and stock-based compemsadditionally, our operating margin
in the second quarter and first half of 2013 coragawrith the second quarter and first half of 203 wnpacted by increases in our revenues,
which outpaced the increases in our core operatipgnses.

Core Operating Expenses

The following discussion of our core operating exges and the components comprising our core opgraxipenses highlights the factors
that we focus on when evaluating our operating maagd operating expenses. The increases or desr@asperating expenses discussed in
this section do not include changes relating tolstiased compensation, amortization of acquireghigible assets, realignment charges, and
certain other expenses, which consist of the rietebf the amortization and capitalization of safte development costs, employer payroll
taxes on employee stock transactions and acquisitid other-related items.

Core operating expenses increased by $61.4 or 8#&isecond quarter of 2013 compared with the skeqaarter of 2012 . Core operating
expenses increased by $153.8 or 10% in the fitsbh@013 compared with the first half of 2012 s uantified below, these increase s were
primarily due to increases in employee-related egps, which include salaries and benefits, bongsesmissions, and recruiting and training,
which increased largely as a result of increasasli@ries and commissions. While ending headcamained relatively flat, we did experience
an overall increase in average headcount duringghend quarter and first half of 2013 compareti¢cssecond quarter and first half of 2012 .
The increase in core operating expenses in thendeaarter and first half of 2013 compared withdkeond quarter and first half of 2012 was
partially offset by a decrease in operating expemnskted to Pivotal.

Cost of License Revenues

Our core operating expenses for cost of licensemees principally consist of the cost of fulfillntef our software and royalty costs in
connection with technology licensed from third-gastoviders. The cost of fulfilment of our softveaincludes IT development efforts,
personnel costs, product packaging and relatecheadrassociated with the physical and electrorieatg of our software products.

Core operating expenses for cost of license revedeereased by $2.8 or 13% in the second quar291d compared with the second
quarter of 2012 , and by $3.6 or 8% in the firdf b82013 compared with the first half of 201Zhe decreases were primarily due to a dec
of IT development costs.
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Cost of Services Revenues

Our core operating expenses for cost of servicaesntges primarily include the costs of personnelratated overhead to deliver technical
support for our products and to provide our prdtess services.

Core operating expenses for cost of services regedacreased by $3.3 or 3% in the second quarB&1d compared with the second
quarter of 2012 . The decrease was primarily dul 9 of operating expenses related to Pivotad. ddtrease was partially offset by an
increase of employee-related expenses of $7.8rdbyancremental growth in headcount from stratémiimg and business acquisitions.

Core operating expenses for cost of services regeimereased by $6.0 or 3% in the first half of20&dmpared with the first half of 2012 .
The increase was primarily due to $18.6 of emplagt&ted expenses driven by incremental growthemdeount from strategic hiring. The
increase was partially offset by a decrease oféptBoperating expenses related to Pivotal.

Research and Devel opment Expenses

Our core operating expenses for research and develat (“R&D”) expenses include the personnel ahated overhead associated with
the R&D of new product offerings and the enhancedroéour existing software offerings.

Core operating expenses for R&D increased by $95P@in the second quarter of 2013 compared witsétond quarter of 2012 , and by
$35.6 or 9% in the first half of 2013 compared wtfih first half of 2012 . The increase in the secquarter and first half of 2013 compared
with the second quarter and first half of 2012 wamarily due to growth in employee-related expansie$23.4 and $44.1, respectively, which
was primarily driven by incremental growth in headiat from strategic hiring and business acquisstigxdditionally, IT development costs
increased by $2.1 and $4.7 in the second quartefih half of 2013 , respectively. Also contrimg to the increase in expenses in the secon
quarter of 2013 were equipment and depreciatiorresgs of $3.4, and in the first half of 2013 , cactbr costs of $5.4. The increases in
expenses in the second quarter and first half 8820@ere partially offset by a decrease of $20.9%2815, respectively, of research and
development expenses related to Pivotal.

Sales and Marketing Expenses

Our core operating expenses for sales and marketipgnses include personnel costs, sales comnésaiwhrelated overhead associated
with the sale and marketing of our license andisesvofferings, as well as the cost of product thes. Sales commissions are generally e:
and expensed when a firm order is received frontttstomer and may be expensed in a period othertiieaperiod in which the related
revenue is recognized. Sales and marketing expatseinclude the net impact from the expensesrirduand fees generated by certain
marketing initiatives, including our annual VMwortdnferences in the U.S. and Europe.

Core operating expenses for sales and marketimgaaed by $52.4 or 15% in the second quarter a3 26inpared with the second quartel
of 2012 , and by $97.2 or 14% in the first halR6fl3 compared with the first half of 2012 . Ther@ase in the second quarter and first half of
2013 was primarily due to growth in employee-redadepenses of $55.1 and $98.0, respectively, didyeincremental growth in headcount
and by higher commission expense due to increaded golumes. Additionally, contractor costs inseshby $4.2 and $7.0 in the second
quarter and first half of 2013 , respectively, tpgort company growth priorities. Also contributitggthe increase in expenses in the second
quarter of 2013 were IT development costs of $Phk increases in expenses in the second quartdirsiidalf of 2013were partially offset b
a decrease of $14.7 and $18.9, respectively, efsaid marketing expenses related to Pivotal. kadilly, the positive impact of $3.4 and
$5.2, respectively, from fluctuations in the exapamate between the U.S. Dollar and foreign cuissncontributed to the offset of increased
expenses in the second quarter and first half 820

General and Administrative Expenses

Our core operating expenses for general and adinaitiie expenses include personnel and relatecheaercosts to support the overall
business. These expenses include the costs assbwiiglh our finance, human resources, IT infrastmecand legal departments, as well as
expenses related to corporate costs and initiatimesfacilities costs.

Core operating expenses for general and adminigraicreased by $5.4 or 7% in the second quaft20®d3 compared with the second
quarter of 2012 , and by $18.6 or 13% in the fiadf of 2013 compared with the first half of 201Phe increase in the second quarter and firs
half of 2013 was primarily due to an increase aBB%hd $8.7, respectively, related to employeetedlaxpenses mostly due to incremental
growth in headcount, and an increase of $1.6 ant $&spectively, in corporate expenses, whictuhes contributions to our charitable
foundation.

Stock-Based Compensation

Stock-based compensation was $103.2 and $100h@ isetcond quarter of 2013 and 2012 , respectigalincrease of $2.3 or 2.3% .
Stock-based compensation was $223.5 and $182he ifirst half of 2013 and 2012 , respectively, meréase of $40.8
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or 22.3% . The increase in total stock-based cosgiean expense in the second quarter and firstofi@013 compared with the second quarte
and first half of 2012vas primarily due to an increase of $15.8 and $3@spectively, as a result of business acquistiprimarily attributabl

to our acquisition of Nicira in the third quartdra®12. Additionally, stock-based compensation eiggeincreased due to an increase of $12.2
and $24.7, respectively, for awards made to newl@reps joining VMware over the last year, as welha increase of $7.6 and $29.9,
respectively, for new awards issued to our exiséimployees. Partially offsetting these increasas avdecrease of $13.8 and $21.2 in the
second quarter and first half of 2013 , respectivelated to forfeitures, as well as a decreasglaf0 and $25.8, respectively, related to grant
that became fully vested over the past year. Atstransfer of Mozy and Pivotal employees contgtuo the decrease in stock-based
compensation in both the second quarter and faitdfi 2013 .

Stock-based compensation is recorded to each appetpense category based upon the function ofrtiy@oyee to whom the stock-
based compensation relates and fluctuates basedtiealue and number of awards granted. Comgengghilosophy varies by function,
resulting in different weightings of cash incentiweersus equity incentives. As a result, functiwith larger cash-based components, such as
sales commissions, will have comparatively lowecktbased compensation than other functions.

As of June 30, 2013, the total unamortized falu@af our outstanding equity-based awards helduryemployees was $865.6 , and is
expected to be recognized over a weighted-averagedoof approximately 1.6 years.

Intangible Amortization

Intangible amortization increased $6.8 or 37% tosd quarter of 2013 compared with the second guaft2012 and $16.7 or 46% in the
first half of 2013 compared with the first half2012 as a result of new acquisitions, primarily dlaquisition of Nicira in the third quarter of
2012. The increase was partially offset by thedfanof certain intangible assets to Pivotal, alb asea result of exiting certain lines of busin
under our realignment plan. Intangible amortizat®opredominantly recorded to cost of license rexsnon our accompanying consolidated
statement of income.

Realignment Charges

In January 2013, we approved a business realignpi@ntto streamline our operations. As of June2B03, the plan was substantially
completed, and it is expected to be fully compldigdhe end of 2013. The total charge resultingifthis plan is expected to be betwe®r0.C
and $85.0, with total cash expenditures assatiaith the plan expected to be in the range di.850 $60.0 . The associated cash paymen
are expected to be paid out primarily through the & 2013.

The plan includes the elimination of approximatéb@ positions and personnel across all major fanatigroups and geographies, which
is expected to result in a charge in the rang8%8.0 to $60.0 . As of June 30, 2013, approxégat10 of the employees had been
terminated. Of the total expected charge for waddaeductions, $2.5 and $56.4 , respectively, wegrded to the consolidated statements of
income in the second quarter and first half of 20T8Be remainder of the workforce reduction charjates to employees in foreign
jurisdictions and will be recognized in future pels as the expected severance amounts are finadidedionally, we exited certain lines
business and consolidated and plan to consolidatkties, which we expect to result in a chargeluding asset impairments, in the range of
$15.0 to $25.0, of which $1.8 and $10.8 , retipely, was recorded to the consolidated statemehitscome in the second quarter and first
half of 2013 .

Although we expect that streamlining our operatisiishave a favorable impact on our operating exges in future quarters, we expect
that core operating expenses related to our heati@adll increase as our total headcount is expetidthve a net increase of approximately
during 2013 as we continue to make key investmiergapport of our long-term growth objectives. Thigpected net increase takes into
account the reduction of employees that have drtraihsfer to Pivotal, as well as the impact of malignment activities.

Other Operating Expenses

Other operating expenses consist of the net effettte amortization and capitalization of softwdevelopment costs and employer pay
tax on employee stock transactions, which are dsmbto each individual line of operating expens@wnaccompanying consolidated
statements of income. Additionally, other operagémgenses include acquisition and other-relatedstevhich are recorded in general and
administrative expense on our income statement.

Other operating expenses decreased $9.5 and $1h& second quarter and first half of 2013 , respely, from the second quarter and
first half of 2012 . The decrease in the secondtguand first half of 2013 was primarily due tdecrease of $7.6 and $16.3 , respectively, in
the amortization of capitalized software developtroasts resulting from the timing of the complet@framortization for previous product
releases and the change in our go-to-market syrated) development process in the third quartei0afl2 Amortization expense from
capitalized software development costs is includezbst of license revenues on our accompanyingaatated statements of income. In fut
periods, we expect our amortization expense fropitaiized software development costs to continugedline as these costs are expected
recorded as R&D expense as incurred given our cugeto-market strategy and development process.
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Investment Income

Investment income increased by $2.1 to $14.8 iditeehalf of 2013 from $12.7 in the first half 8012 . Investment income consists of
interest earned on cash, cash equivalents andtenortinvestment balances partially offset by the#gization of premiums paid on fixed
income securities. In the first half of 2013 as pamed with the first half of 2012 , investment ineincreased primarily due to higher yields
on our fixed income portfolio. Investment incomereased by an immaterial amount in the second ejuai?013 compared to the second
quarter of 2012 .

Other Income (Expense), Net

Other income , net of $16.9 and $14.0 in the secpradter and first half of 2013 , respectively, mipad by $20.5 and $15.3 , respectively,
compared with other expense , net of $3.6 and ifll#e second quarter and first half of 2012 , eetipely, primarily due to a pre-tax gain of
$31.9 recognized in the second quarter and fil§ofi2013 as a result of exiting certain linesbosiness under our business realignment plan
Partially offsetting this gain was a $13.0 chargeognized for a non-recoverable strategic investmen

Income Tax Provision

Our effective income tax rate was 16.8% and 10.684He second quarter of 2013 and 2012, respegtiVake effective income tax rate
was 8.7% and 12.596r the first half of 2013 and 2012, respectivalfre higher effective rate for the second quarte2Qdf3 compared with tt
second quarter of 2012 was primarily attributabléhe unfavorable tax impact of our dispositionsoagated with our business realignment |
during the second quarter of 2013, as well asjtwisdictional shift of income from lower-tax non-8! jurisdictions to the United States.
Additionally, the federal R&D credit applicable 2013 favorably impacted the effective tax ratethar second quarter of 2013. The lower
effective rate for the first half of 2013 compareith the first half of 2012 was primarily attribdiie to the discrete tax benefits recognized in
the first half of 2013 due to the retroactive ensatt of the federal R&D tax credit by the Unitedt8s Congress in January 2013 and the net
favorable tax impact of charges under our realigmrpéan, which occurred in the first quarter of 20This was patrtially offset by a
jurisdictional shift of income from low-tax non-U.S. jurisdictions to the United States.

Our rate of taxation in foreign jurisdictions isMer than our U.S. tax rate. Our international ineamprimarily earned by our subsidiaries
in Ireland, where the statutory tax rate is 12.996.do not believe that any recent or currently etgakdevelopments in non-U.S. tax
jurisdictions are reasonably likely to have a matémpact on our effective tax rate. As of June 3013, our total cash, cash equivalents,
short term investments were $5,323.0 , of whicit 38,8 were held outside the U.S. Our intent isittefinitely reinvest our non-U.S. funds in
our foreign operations, and our current plans dademonstrate a need to repatriate them to fundJoBir operations. We plan to meet our U.S
liquidity needs through ongoing cash flows genetdtem our U.S. operations, external borrowingshath. We utilize a variety of tax
planning strategies in an effort to ensure thatvearldwide cash is available in the locations iniethit is needed. If management determines
these overseas funds are needed for our operatitins U.S., we would be required to accrue U.gegan the related undistributed earninc
the period management determines the earningsavibnger be indefinitely invested outside the WnSrder to repatriate these funds.

Although we file a consolidated federal tax retwith EMC, we calculate the income tax provision end hybrid method, primarily as
though we were a separate taxpayer, however, wiregnd EMC are parties to transactions outsidadnmal course of business, the tax
consequences of these transactions are deternmirsatérdance with consolidated return rules. Ofgrcéfe tax rate in the periods presented i
the result of the mix of income earned in variasjurisdictions that apply a broad range of incdmerates. The rate at which the provision
for income taxes is calculated differs from the UeSleral statutory income tax rate primarily doelifferential tax rates in foreign jurisdictio
where income is earned and considered to be irtiyimeinvested.

We have been included in the EMC consolidated gfoup).S. federal income tax purposes, and exmecbntinue to be included in such
consolidated group for periods in which EMC owneast 80% of the total voting power and value wf @utstanding stock as calculated for
U.S. federal income tax purposes. The percentagetify power and value calculated for U.S. fedarabme tax purposes may differ from
percentage of outstanding shares beneficially ovinyeEMC due to the greater voting power of our €lBcommon stock as compared to our
Class A common stock and other factors. Each mewfteconsolidated group during any part of a cbdated return year is jointly and
severally liable for tax on the consolidated retofisuch year and for any subsequently determirdididncy thereon. Should EMC's
ownership fall below 80% of the total voting poveervalue of our outstanding stock in any perio@ntive would no longer be included in the
EMC consolidated group for U.S. federal incomepaxposes, and thus no longer be liable in the elratitany income tax liability was
incurred, but not discharged, by any other membér@EMC consolidated group. Additionally, our Uf8deral income tax would be reported
separately from that of the EMC consolidated group.

Our effective tax rate for the remainder of 2013/rba affected by such factors as changes in tag, lezgulations or rates, changing
interpretation of existing laws or regulations, ttgpact of accounting for stock-based compensattom,
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impact of accounting for business combinationgy@s#tions, changes in our international organizatahifts in the amount of income before
tax earned in the U.S. as compared with other nsgio the world, and changes in overall levelsnebme before tax.

Our Relationship with EMC

As of June 30, 2013 , EMC owned 43,025,000 shdr€ass A common stock and all 300,000,000 shar€lass B common stock,
representing 79.8% of our total outstanding shafe®@mmon stock and 97.2&6 the combined voting power of our outstanding ooom stock

Pursuant to an ongoing reseller arrangement wittCEEMC bundles our products and services with EMEE&lucts and sells them to
end-users. In the three months ended June 30,&613012 , we recognized revenues of $35.5 and$46spectively, from such contractual
arrangement with EMC. In the six months ended Be013 and 2012 , we recognized revenues of $#d&80.6 , respectively, from such
contractual arrangement with EMC. As of June 30,320$160.8 of revenues from products and sengolsunder the reseller arrangement
were included in unearned revenues.

In the three months ended June 30, 2013 and 28&2Zecognized professional services revenues a%8td $23.6 , respectively, from
such contractual agreements with EMC. In the sixtin®ended June 30, 2013 and 2012 , we recogreéxedues of $45.7 and $42.3 ,
respectively, from such contractual agreements BMC. As of June 30, 2013, $6.0 of revenues froafgssional services to EMC customers
were included in unearned revenues.

In the three months ended June 30, 2013 and 208&2ecognized revenues of $3.3 and $2.1 , resmdgtifrom products and services
purchased by EMC for internal use pursuant to ountractual agreements with EMC. In the six montideel June 30, 2013 and 2012 , we
recognized revenues of $6.4 and $3.8 , respectifrelyn such contractual agreements with EMC. Adwfe 30, 2013 , $31.6 of revenues from
products and services purchased by EMC for intarsalwere included in unearned revenues.

We purchased products and services for internafrosge EMC for $14.8 and $5.9 in the three monthdezghJune 30, 2013 and 2012 ,
respectively, and for $25.0 and $23.9 in the sixithe ended June 30, 2013 and 2012 , respectivelitidnally, we purchased products and
services for internal use from Pivotal for $2.5limil and $5.5 million in the three and six monthsled June 30, 2013, respectively.

Although we file a consolidated federal tax retwith EMC, the income tax provision is calculatedlana hybrid method, primarily as
though we were a separate taxpayer, however, wiesnd EMC are parties to transactions outsidednmal course of business, the tax
consequences of these transactions are deternmraet@ordance with consolidated return rules. Paysriggtween us and EMC under the tax
sharing agreement primarily relate to our portibfederal income taxes on EMEtonsolidated tax return. Payments from us to Eivi@arily
relate to periods for which we had federal taxatd®me, while payments from EMC to us relate taqus for which we had a federal taxable
loss. In the three and six months ended June 3 2BMC paid us $15.8nder the tax sharing agreement and no paymentsmade by us
EMC. In the three and six months ended June 3@ 28bd payments were made by either us or EMC utigetax sharing agreement. The
amounts that we either pay to or receive from EMCtE portion of federal income taxes on EMC'’s swlidated tax return differ from the
amounts we would owe based on the hybrid-methodlandifference is presented as a component okistdders’ equity. For all periods
presented, the difference was not material .

In certain geographic regions where we do not lzewvestablished legal entity, we contract with EMBssdiaries for support services and
EMC personnel who are managed by us. The costsrattby EMC on our behalf related to these emplsyee passed on to us and we are
charged a mark-up intended to approximate costsibald have been charged had we contracted fdr sevices with an unrelated third
party. These costs are included as expenses icoogplidated statements of income and primariljuishe salaries, benefits, travel and rent.
Additionally, EMC incurs certain administrative ¢®®n our behalf in the U.S. that are also recosteexpenses in our consolidated statemer
of income. The total cost of the services proviteds by EMC as described above was $27.2 and $21h2 three months ended June 30,
2013 and 2012, respectively, and $62.7 and $#%@e six months ended June 30, 2013 and 201Ppecteely.

In the three months ended June 30, 2013 and 2608 and $1.2 respectively, of interest expense was recordiedect to the note payat
to EMC and included in interest expense with EMQanconsolidated statements of income. In thersinths ended June 30, 2013 and 2012
$1.9 and $2.4 , respectively, of interest experse iwcorded related to the note payable to EMdrartdded in interest expense with EMC on
our consolidated statements of income. Our intengsénse as a separate, stand-alone company niéghee or lower than the amounts
reflected in the consolidated financial statements.

In 2011, we acquired certain assets relating to EMzy cloud-based data storage and data centeéicss, including certain data center
assets and a license to certain intellectual ptgpEMC retained ownership of the Mozy business imtemaining assets and continued to be
responsible to Mozy customers for Mozy products serdices and to recognize revenue from such ptedund services. We entered into an
operational support agreement with EMC througheting: of 2012,
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pursuant to which we took over responsibility t@@gie the Mozy service on behalf of EMC. Pursuaitihé support agreement, costs incurred
by us to support EMC’s Mozy services, plus a mapkniended to approximate third-party costs ancaaagement fee, were reimbursed to us
by EMC. In the fourth quarter of 2012, the openagibsupport agreement between us and EMC was amaudh that we would no longer
operate the Mozy service on behalf of EMC. Underamendment, we transferred substantially all eygae that support Mozy services to
EMC and EMC purchased certain assets from us atioel to transferred employees. The terminatiosenfice and related transfer of
employees and sale of assets was substantiallyletedpuring the first quarter of 2013. On the atidsited statements of income, such
amounts reimbursed by EMC to us to operate Mozyewematerial in the three and six months ended 3002013 , and $16.4 and $30.9 in
the three and six months ended June 30, 2012ecat¢ply. These amounts were recorded as a reduittithe costs we incurred.

From time to time, we and EMC enter into agreememtollaborate on technology projects. In bothttiree months ended June 30, 2013
and 2012 , we received $1.7 from EMC for EMC'stjmor of expenses related to such projects, anddrsix months ended June 30, 2013 anc
2012 , we received $3.8 and $2.8 , respectivetynfsuch contractual agreements with EMC. In thegthmonths ended June 30, 201& paid
$1.5 to EMC for services provided to us by EMC tedisto such projects, and in the six months endaed 30, 2013 , we paid $2.1 to EMC for
such contractual agreements with EMC.

Effective September 1, 2012, Pat Gelsinger succePdel Maritz as Chief Executive Officer of VMwaRrior 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 @ffiof Pivotal, a majority-owned subsidiary of ENdCnhich we have an ownership
interest. With the exception of a lotgrm incentive performance award from EMC that®alsinger agreed to cancel in consideration ofva
PSU award from VMware, both Paul Maritz and Patsigler retained and continue to vest in their repe equity awards that they held as
September 1, 2012. Stock-based compensation retateat Gelsinger's EMC awards will be recognizadar consolidated statements of
income over the awards’ remaining requisite serpegods. Stock-based compensation related to¥raritz’'s VMware awards will be
recognized by EMC and Pivotal.

As of June 30, 2013, we had $33.7 net due from EMtich consisted of $84.5 due from EMC and $7.6 flam Pivotal, partially offset
by $43.2 due to EMC and $15.5 due to Pivotal. Tleseunts resulted from the related-party transastwith EMC described above, as well
as the related-party transactions with Pivotal deed below. Additionally, we had a net income payable due to EMC of $2.3 as of June 30
2013, which was included in accrued expenses Hret on our consolidated balance sheet. Balanaesodor from EMC which are unrelated
to tax obligations are generally settled in casthiwi60 days of each quarter-end. The timing oftéhepayments due to and from EMC is
governed by the tax sharing agreement with EMC.

Joint Contribution of Assets with EMC into Pivotal

On April 1, 2013, we and EMC contributed certaiseds to Pivotal and Pivotal assumed certain ligdslifrom us and EMC. We
contributed substantially all assets, includingliectual property, to Pivotal, and Pivotal assursglstantially all liabilities, related to certain
of its Cloud Application Platform products and sees, including our Cloud Foundry, VMware vFabiirc{uding Spring and GemFire) and
Cetas organizations, except for certain tangibdetssrelated to Cloud Foundry. During the threetimoended June 30, 2013 , we transferred
approximately 400 of our employees to Pivotal. EbRtributed substantially all assets, includinglleictual property, to Pivotal, and Pivotal
assumed substantially all liabilities, relatedttoGreenplum and Pivotal Labs businesses. AdditigrieMC made a capital contribution to
Pivotal. Pivotal assumed substantially all of tights and responsibilities for the respective supaoangements transferred by us and EMC.

In exchange for their contributions, we receiveef@mred equity interests in Pivotal equal to apprately 31% of Pivotal’s outstanding
shares, and EMC received equity interests in Pieafaal to approximately 69% of Pivotal's outstangdshares. Additionally, we and Pivotal
entered into an agreement with Pivotal pursuamthtich we will act as the selling agent of the praduand services it contributed to Pivotal
until at least December 31, 2013 in exchange farstomary agency fee. In the three months endesl o013 , we recognized revenues of
$1.6 from such contractual arrangement with Pivat&e also agreed to provide various transitionisessto Pivotal until at least December 31
2013. Pursuant to the support agreement, costsr@ttby us to support Pivotal services are reindulite us by Pivotal. During the three
months ended June 30, 2013, we provided transséovices of $7.7 that are reimbursable by Pivantal which were recorded as a reduction ti
the costs we incurred.

The book value of all contributed assets and tiglities assumed by Pivotal, with the exceptiomntdingible assets and goodwill, was
based on the book values of those assets andtlebgpecific to those particular products andises. For intangible assets and goodwill, the
book value contributed was based on the relativevédue of the contributed assets applicable tmtil.

By nature of EMC’s majority ownership of us, theamts we recorded for our intercompany transactiatts EMC may not be
considered arm’s length with an unrelated thirdyparherefore the financial statements includedimemay not necessarily reflect our results
of operations, financial position and cash flowd e engaged in such transactions with an
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unrelated third party during all periods presenfeztordingly, our historical results should notrieéed upon as an indicator of our future
performance as a stand-alone company.

Liquidity and Capital Resources

At June 30, 2013 and 2012 , we held cash, caslvaquis and short-term investments as follows:

June 30,
2013 2012
Cash and cash equivalents $ 1,839.0 $ 2,076.¢
Short-term investments 3,483.: 3,270.(
Total cash, cash equivalents and short-term inverstsn $ 5,323.C % 5,346.¢

As of June 30, 2013 , we held a diversified poitfolf money market funds and fixed income secigit@aling $4,889.4 . Our fixed
income securities were denominated in U.S. Dobaud consisted of highly liquid debt instrumentshaf U.S. government and its agencies,
U.S. municipal obligations, and U.S. and foreigrpooate debt securities. We limit the amount of @amestic and international investments
with any single issuer and any single financiatitnson, and also monitor the diversity of the tfolio, thereby diversifying the credit risk.
Within our portfolio, we held $37.2 of foreign gomenent and agencies securities, $10.3 of whichdeasned sovereign debt, at June 30,
2013 . These sovereign debt securities had angweradit rating of AAA and were predominantly fr@@anada and Denmark. None of the
securities deemed sovereign debt were from Gréetand, Italy, Portugal or Spain.

As of June 30, 2013, our total cash, cash equitslend short-term investments were $5,323.0 hi¢w$3,736.8 was held outside the
U.S. If these overseas funds were needed for aenatipns in the U.S., we would be required to aeend pay U.S. taxes on related
undistributed earnings to repatriate these fundsveaver, our intent is to indefinitely reinvest auon-U.S. earnings in our foreign operations
and our current plans do not demonstrate a neegptdriate them to fund our U.S. operations.

We expect to continue to generate positive castisflivom operations in 2013 and to use cash gentbgt@perations as our primary
source of liquidity. We believe that existing castd cash equivalents, together with any cash geteham operations will be sufficient to
meet normal operating requirements for at leashéhé twelve months. While we believe our existi@gh and cash equivalents and cash to b
generated by operations will be sufficient to m@matnormal operating requirements, our overall l@feash needs may be impacted by the
number and size of acquisitions and investmentsamsummate and the amount of stock we buy bacR18.2Should we require additional
liquidity, we may seek to arrange debt financingwoter into credit facilities.

Our cash flows for second quarter and first haR@f3 and 2012 were as follows:

For the Three Months Ended For the Six Months Ended
June 30, June 30,
2013 2012 2013 2012

Net cash provided by (used in):
Operating activities $ 534.1 % 391 $ 1,210.°7 $ 967.¢
Investing activities (443.2) (777.2) (775.0 (834.¢)
Financing activities (91.9) (163.9) (205.9) (12.2)

Net increase (decrease) in cash and cash equisalent $ 0.9 $ (549.2) $ 2302 % 121.1

Operating Activities

Cash provided by operating activities increase§142.8 in the second quarter of 2013 , and by ®#i2the first half of 2013 . The
increase was primarily driven by an increase i eadlections due to growth in our sales to custenaamd was partially offset by increases in
core operating expenses, primarily driven by yearegyear headcount growth and by cash paymentsddkforce reductions in conjunction
with our realignment plan.

In evaluating our liquidity internally, we focus émree cash flows, which we consider to be a relewagasure of our progress. We define
free cash flows, a non-GAAP financial measure,eiash provided by operating activities less eapitpenditures. See “Non-GAAP
Financial Measures” for additional information.
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Our free cash flows in the second quarter andfiattof 2013 and 2012 were as follows:

For the Three Months Ended For the Six Months Ended

June 30, June 30,
2013 2012 2013 2012
Net cash provided by operating activities $ 534.1 $ 391.: $ 1,210 $ 967.¢
Capital expenditures (76.7) (44.3) (153.9 (78.0
Free cash flows $ 458.C % 347.C $ 1,056.¢ $ 889.¢

Investing Activities

Cash used in investing activities is generallyilatable to the purchase of fixed income secutitiesiness acquisitions, and capital
expenditures. Cash provided by investing activitgsrimarily attributable to the sales or matestof fixed income securities.

In the second quarter and first half of 2013 , wiel[$76.1 and $153.9 , respectively, for capit@esditures, compared with $44.3 and
$78.0 in the second quarter and first half of 20despectively. The increase in capital expendgtimehe second quarter and first half of 2013
relates to the renovation of our expanded Palo, Aladifornia campus. The renovation will be a mykiar project with capital investment
extending into future periods.

Total fixed income securities of $917.4 , $1,654%3,253.6 and $1,955.1 were purchased in the deqaarter and first half of 2013 and
2012 , respectively. All purchases of fixed incoseeurities were classified as cash outflows fromedting activities. We classified these
investments as short-term investments on our caaet balance sheets based upon the nature sétheity and their availability for use in
current operations or for other purposes, suchuambss acquisitions and strategic investmentssé bash outflows were partially offset by
cash inflows of $521.3 , $1,188.9 , $625.5 and$4.8in the second quarter and first half of 2048 2012 , respectively, as a result of the
sales and maturities of fixed income securities.

In the first half of 2013 and in both the secondrer and first half of 2012 , we paid $184.5 a2 , respectively, for business
acquisitions. We had no business acquisitionserstttond quarter of 2013 . See Note B to the ciolatell financial statements for further
information. Business acquisitions are an imporé@inent of our strategy and we expect to contiowmnsider additional strategic business
acquisitions in the future.

In the second quarter and first half of 2013 , eeeived proceeds of $30.0 and $30.9 , respectifrely, dispositions of certain lines of
business in relation to our realignment plan.

Financing Activities

Proceeds from the issuance of our Class A comnuoank $tom the exercise of stock options and the Ipase of shares under the VMware
Employee Stock Purchase Plan (“ESPP”) were $47d288.6 in the second quarter of 2013 and 2012petively, and $115.1 and $144.6 in
the first half of 2013 and 2012 , respectively.

In the second quarter of 2013 and 2012 , we pakd $land $178.2 , including commissions, to repasehand retire 1.6 million and 1.8
million shares, respectively, of our Class A comrstotk as part of our share repurchase prograntkelfirst half of 2013 and 2012 , we paid
$302.0 and $178.2 , including commissions, to refpage and retire 4.0 million and 1.8 million sharespectively, of our Class A common
stock. From time-to-time, stock repurchases magmhbde pursuant to the stock repurchase authorizaitioopen market transactions or
privately negotiated transactions as permitteddmysties laws and other legal requirements. Weanatebligated to purchase any shares unde
our stock repurchase programs. The timing of apynehases and the actual number of shares repextial depend on a variety of factors,
including our stock price, cash requirements fagraions and business combinations, corporateequdatory requirements and other market
and economic conditions. Purchases can be discaatiat any time that we feel that additional puselsaare not warranted. As of June 30,
2013, the authorized amount remaining availabiedpurchase was $165.8 . This amount is authofareeepurchases through the end of
2014.

There were additional cash outflows of $44.1 antl i the second quarter of 2013 and 2012 , réispdc and $66.2 and $65.0 in the
first half of 2013 and 2012 , respectively, to aotax withholding obligations in conjunction withe net share settlement upon the vesting of
restricted stock units and restricted stock. Addiily, the excess tax benefit from stock-basedpmomation was $25.6 and $32.7 in the secor
quarter of 2013 and 2012 , respectively, and $4AdB$86.4 in the first half of 2013 and 2QX2spectively, and is shown as a reduction to
flows from operating activities and an increasedsh flows from financing activities. The year-cyear changes in the repurchase of shares
cover tax withholding obligations and the excessanefit from stock-based compensation in secamdtgr and first half of 2013 were
primarily due to changes in the market value ofstock and the number of awards exercised, solésted.
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Future cash proceeds from issuances of common atatkhe excess tax benefit from stock-based cosapien and future cash outflows
to repurchase our shares to cover tax withholdbiiggations will depend upon, and could fluctuaignsicantly from period-tgperiod based o
the market value of our stock, the number of awasdscised, sold or vested, the tax benefit redla®d the tax-affected compensation
recognized.

Note Payable to EM(

As of June 30, 2013, $450:@mained outstanding on a note payable to EMC, intdrest payable quarterly in arrears. The notaurea ir
April 2015. The interest rate continues to resetrtprly and bears an interest rate of the 90-d80OR plus 55 basis points.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of Non-GAAP Finaaldleasures in Commission Filings,” defines andpribes the conditions for use
of non-GAAP financial information. Our measurescofe operating expenses and free cash flows eaehtheedefinition of a non-GAAP
financial measure.

Core Operating Expenses

Management uses the non-GAAP measure of core amgtpenses to understand and compare operasalig@cross accounting
periods, for internal budgeting and forecastingppses, for short- and long-term operating plansatoulate bonus payments and to evaluate
our financial performance, the performance of adiiidual functional groups and the ability of ogons to generate cash. Management
believes that by excluding certain expenses tlanhat reflective of our ongoing operating resudtse operating expenses reflect our business
in a manner that allows for meaningful period-toipe comparisons and analysis of trends in ourrmss.

We define core operating expenses as our totahtipgrexpenses excluding the following componentsch we believe are not reflective
of our ongoing operational expenses. In each dasthe reasons set forth below, management balithat excluding the component provides
useful information to investors and others in ustlerding and evaluating our operating results ahdd prospects in the same manner as
management, in comparing financial results acroseumting periods and to those of peer companidsahetter understand the long-term
performance of our core business.

»  Sock-based compensation. Stock-based compensation is generally fixed atithe the stock-based instrument is granted and
amortized over a period of several years. Althosigick-based compensation is an important aspeheafompensation of our
employees and executives, the expense for thedaie of the stock-based instruments we utilize gy little resemblance to the
actual value realized upon the vesting or futuereise of the related stock-based awards. Furthermoalike cash compensation, the
value of stock options is determined using a comfdemula that incorporates factors, such as margkztility, that are beyond our
control. Additionally, in order to establish therfaalue of performance-based stock awards, whiehatso an element of our ongoing
stock-based compensation, we are required to gpgdyment to estimate the probability of the extenwvhich performance objectives
will be achieved.

e Amortization of acquired intangible assets. We generally allocate a portion of the purchaseepoif an acquisition to intangible assets,
such as intellectual property, which is subjecnmortization. Additionally, the amount of an acdfigs’s purchase price allocated to
intangible assets and the term of its related amatidn can vary significantly and are unique toleacquisition.

* Realignment charges. Realignment charges include workforce reductioaseimpairments and losses on asset disposalbeliége i
is useful to exclude these items, when significastthey are not reflective of ongoing businessap@tating results.

»  Other operating expenses. Other expenses excluded are amortization and diapttan of software development costs, employer
payroll taxes on employee stock transactions aneratcquisition and other-related items. Capitdligeftware development costs
encompass capitalization of development costs lmmdubsequent amortization of the capitalized ansts the useful life of the
product. Amortization and capitalization of soft@atevelopment costs can vary significantly dependimon the timing of products
reaching technological feasibility and being madaegally available. We did not capitalize softwdexelopment costs related to
product offerings in either the second quarter faistisix months of 2013 or fiscal year 2012 givarr current go-to-market strategy.
In future periods, we expect our amortization exgeeinom previously capitalized software developnuasts to steadily decline as
previously capitalized software development costsoime fully amortized. The amount of employer pliyaxes on stock-based
compensation is dependent on our stock price amet ¢dctors that are beyond our control and dacooelate to the operation of the
business. Acquisition and otheglated items include direct costs of acquisitiand dispositions, such as transaction and advises,
which vary significantly and are unique to eaclmsaction. Additionally, we do not acquire or dispa$ businesses on a predictable
cycle.
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Revenues Excluding Pivotal and 2013 Dispositic

The following table sets forth our revenues fordlkeond quarter and first half of 2013 and 2012 (a}the revenues attributable to the
products and services contributed by us to Pivartahpril 1, 2013 and (b) revenues attributableltdirzes of businesses which were disposed
of in 2013, including the line of business whichsveisposed of in the third quarter of 2013. Allipds have been adjusted to exclude related
revenues. We believe that this information is ulstefinvestors for understanding revenue trendsuinongoing business.

For the Three Months For the Six Months Ended

Ended
June 30, June 30,
2013 2012 % Change 2013 2012 % Change
License revenues as reported $ 5305 $ 517.: 3% $ 1,018 $ 999.1 2%
Pivotal — (9.2 (3.5) (13.9)
All dispositions (4.2) (8.2 (13.0 (15.2)
License revenues as reported, excluding Pivotal and
all dispositions $ 5262 $ 499.¢ 5% $ 1,002 $ 970t 3%
Services revenues as reported $ 7126 $ 605.¢ 18% $ 1,415¢ $ 1,179. 20%
Pivotal — (23.7) (18.9 (37.9)
All dispositions (3.9 (11.9 (15.¢) (23.9)
Services revenues as reported, excluding Pivotl
all dispositions $ 7087 $ 570.¢ 24% $ 1,381.° $ 1,118.: 24%
Total revenues as reported $ 1,243 $ 1,123.( 11% $ 2,434¢ $ 2,178.. 12%
Pivotal — (32.9) (21.9 (51.7)
All dispositions (8.2) (20.7 (28.9) (38.5)
Total revenues as reported, excluding Pivotal dind a
dispositions $ 1,235.( $ 1,070.¢ 159 $ 2,383.¢ $ 2,088.¢ 14%

Free cash flows

In evaluating our liquidity internally, we focus émree cash flows, which we consider to be a relewagasure of our progress. In 2012, we
changed our methodology for calculating free céshd, which is reflected in the amounts presentedifi periods, to be defined as GAAP
operating cash flows less capital expendituresindleide the impact from capital expenditures orperty and equipment because these
expenditures are also considered to be a necessgmyonent of our operations and therefore partiotore operating expenses. Managemen
uses free cash flows as a measure of financiar@ssgn our business, as it balances operatindgtsesash management and capital efficiency.
We believe that free cash flows provides usefudrimfation to investors and others as it allows feaningful period-to-period comparisons of
our operating cash flows for analysis of trendeun business. Additionally, we believe that it goms investors and others with an important
perspective on the amount of cash that we may ehimogse for strategic acquisitions and investmeéhngsrepurchase of shares, operations an
other capital expenditures.

Limitations on the use of No-GAAP financial measures

A limitation of our non-GAAP financial measuresanfre operating expenses and free cash flows ighbgitdo not have uniform
definitions. Our definitions will likely differ fron the definitions used by other companies, inclggieer companies, and therefore
comparability may be limited. Thus, our non-GAAPaseres of core operating expenses and free cash $loould be considered in addition
to, not as a substitute for, or in isolation framgasures prepared in accordance with GAAP. Additlpnin the case of stock-based
compensation, if we did not pay out a portion ahpensation in the form of stock-based compensatiahrelated employer payroll taxes, the
cash salary expense included in costs of revemesperating expenses would be higher which wofiéttaour cash position. Further, the
non-GAAP measure of core operating expenses hta@rcémitations because it does not reflect aivis of income and expense that affect ou
operations and are reflected in the GAAP measutetaf operating expenses.

We compensate for these limitations by reconcitioge operating expenses to the most comparable GivaRcial measure. Management
encourages investors and others to review our ¢iahimformation in its entirety, not to rely onyan
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single financial measure and to view our non-GAAfRfficial measures in conjunction with the most caraple GAAP financial measures.

See “Results of Operations—Operating Expensesd f@conciliation of the noGAAP financial measure of core operating expenséle
most comparable GAAP measure, “total operating egeg,” for the three and six months ended Jun2®I(B and 2012 .

See “Liquidity and Capital Resources” for a recbation of free cash flows to the most comparableAB measure, riet cash provided
operating activities,” for the three and six monghsled June 30, 2013 and 2012 .

Critical Accounting Policies

Our consolidated financial statements are basdaterelection and application of accounting prilesmenerally accepted in the United
States of America that require us to make estinamtdsassumptions about future events that affecahounts reported in our financial
statements and the accompanying notes. Futureseandttheir effects cannot be determined with cepaTlherefore, the determination of
estimates requires the exercise of judgment. Acesllts could differ from those estimates, and sugh differences may be material to our
financial statements. We believe that the critaxaounting policies set forth within Item 7 of @012 Annual Report on Form 10-K may
involve a higher degree of judgment and compleixitsheir application than our other significant @enting policies and represent the critical
accounting policies used in the preparation offmancial statements. If different assumptions @mditions were to prevail, the results coulc
materially different from our reported results.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements, including, without limitaticstatements regarding expectations
of, or our plans for: achieving future businessigtoby building long-term relationships with ourstomers through the adoption of enterprise
license agreements; macroeconomic conditions;dytaoduct offerings and product functionality; doaed investment in certain product
areas; sources of revenues; developing new pradpetbilities; increasing our transactional businkgare acquisitions; long-term revenue
growth and funding strategic initiatives throughdeterm revenue growth; future competition; the petitive landscape; maintaining our
industry leadership position; the impact on opegxpense, costs associated with, and the tineetabstreamlining our operations and
implementing and completing our realignment pl&ue; impact of our realignment plan and the Pivataigaction on our financial results;
expenditures to build out our corporate headqusirtgrographic expansion and adding additional algrartners; the recognition of unearned
revenue and its indication of overall health anolngh; our relationship with EMC, EMC’s percentagen@rship of our shares, and impact on
taxes; increasing employee headcount and impacoperating expense; our revenue outlook and pradictcustomer and partner demand for
our products and services; synergies from our a@gpns and associated accounting for goodwill;gh#iciency of our liquidity and capital
reserves to fund our operations and business gyater ability to generate positive cash flowsnfroperations; continuation of our stock
repurchase program; our effective tax rate aneftfeets of potential developments in non-U.S. taisfictions; reinvesting our overseas
earnings in our foreign operations and not neetbrgpatriate them to the U.S.; the timing, amafrand amortization of capitalized software
development costs; the lack of a material adveffeeteon us due to the resolution of pending clailegal proceedings and investigations; and
costs associated with foreign currency and inteagstfluctuations.

These forward-looking statements involve risks andertainties and the cautionary statements sit &nove and those contained in the
section of this report entitled “Risk Factors” ii§nimportant factors that could cause actual lssto differ materially from those predicted in
any such forward-looking statements. We assumebtigation to, and do not currently intend to, updtitese forward-looking statements.

Available Information

Our website is located at www.vmware.com, and ouestor relations website is located at http:Minvare.com. Our goal is to maintain
the Investor Relations website as a portal thraugith investors can easily find or navigate to iperit information about us, all of which is
made available free of charge, including:

e our annual report on Form 10-K, quarterly repam Form 10-Q, current reports on Forr{,8and any amendments to those report
soon as reasonably practicable after we electrbyifile that material with or furnish it to the 8erities and Exchange Commission
(“SECH);

» announcements of investor conferences, speecitegvents at which our executives talk about ooalyrcts, services and competitive
strategies;

» webcasts of our quarterly earnings calls ankkliio webcasts of investor conferences at whictegacutives appear (archives of these
events are also available for a limited time);
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» additional information on financial metrics, lnding reconciliations of noGAAP financial measures discussed in our preseamstic
the nearest comparable GAAP measure;

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

e corporate governance information including centificate of incorporation, bylaws, corporate gamance guidelines, board committee
charters, business conduct guidelines (which cites our code of business conduct and ethicsptrat governanceelated policies

« other news, blogs and announcements that we mayrpostime to time that investors might find udefu interesting; an
e opportunities to sign up for email alerts and R&&I6 to have information pushed in real t

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

Unless the context requires otherwise, we arenafpto VMware, Inc. when we use the terms “VMwatee “Company,” “we,” “our” or

us.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

There were no material changes to our market siphgures i n the six months ended June 30, 2028 Part Il, Item 7A, “Quantitative
and Qualitative Disclosures About Market Risk” of @012 Annual Report on Form 10-K for a detailéstdssion of our market risk
exposures.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by the Exglahct, under the supervision and with the parétign of our principal executive
officer and principal financial officer, of the efftiveness of the design and operation of ouralsek controls and procedures, as defined in
Rule 13a-15(e) of the Exchange Act, as of the drileoperiod covered by this report. Based onelimuation, our principal executive officer
and principal financial officer concluded that,cighe end of the period covered by this report,disclosure controls and procedures were
effective to provide reasonable assurance thatrirdon required to be disclosed by us in the respibiat we file or submit under the Exchange
Act is recorded, processed, summarized and repaitbdh the time periods specified in the Secusitiend Exchange Commission’s rules and
forms and to provide reasonable assurance thatisfamation is accumulated and communicated torsanagement, including our principal
executive officer and principal financial officers appropriate to allow timely decisions regardieguired disclosures.

Changes in Internal Controls Over Financial Reporthg

There were no changes in our internal control éwancial reporting during the most recent fiscahdger ended June 30, 2013 that
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

Limitations on Controls

Our disclosure controls and procedures and intexoarol over financial reporting are designed tovide reasonable assurance of
achieving their objectives as specified above. Man@ent does not expect, however, that our disatosomtrols and procedures or our internal
control over financial reporting will prevent ortdet all errors and fraud. Any control system, ratter how well designed and operated, is
based upon certain assumptions and can providereaspnable, not absolute, assurance that itstadgisavill be met. Further, no evaluation
controls can provide absolute assurance that resseants due to error or fraud will not occur orttldcontrol issues and 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 L to the consolidated financial statemienart |, Item 1 of this Quarterly Report on Fat+Q for a description of legal
proceedings. See also the risk factor entitled filéy become involved in litigation and regulatorguiries and proceedings that could
negatively affect us” in Part Il, Item 1A of thisu@rterly Report on Form 10-Q for a discussion deptal risks to our results of operations anc
financial condition that may arise from legal predmgs.

ITEM 1A. RISK FACTORS

The risk factors that appear below could materiaffgct our business, financial condition and rissaf operations. The risks and
uncertainties described below are not the onlysreskd uncertainties facing us. Our business issalbject to general risks and uncertainties
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 an
services targeted toward the delivery, management automation of information technology‘IT”) infrastructure, platforms and services
through cloud-based solutions. If businesses do fintl our cloud computing solutions compelling, ouevenue growth and operating
margins may decline.

Our products and services are based on computaahaation and related technologies that have ariignbeen used for virtualizing on-
premises data centers. As the market for data ceintealization has matured, we have increasimijfgcted our product development and
marketing toward products and services that enalBaesses to utilize virtualization as the fourmtafor cloudbased computing, managen
and automation of the delivery of IT resources,-aser computing and Infrastructure as a serviaa@I') offerings including hybrid cloud
services. Our success depends on organizationsushaimers perceiving technological and operatibeakfits and cost savings associated
the increasing adoption of virtualization-basedasfructure and management solutions for cloud coimg, hybrid cloud services and ender
computing. As the market for our data center virmadéion products mature and the scale of our lassnncreases, it may be difficult to
maintain previous rates of growth in our produd¢sand we expect our annual revenue growth ra28113 to decline from the growth rate of
22% experienced in 2012. In addition, to the exteat our newer cloud computing infrastructure ng@maent and automation, or software-
defined data center (“SDDC"), solutions, end-usenputing, and hybrid cloud solutions are adoptedenstowly or less comprehensively than
we expect, our revenue growth rates may slow nalgior our revenue may decline substantially.

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

In fiscal year 2012, approximately 90% of our lisemevenues were from our cloud infrastructureraadagement solutions with the
balance from our other solutions. Although we amunti to develop other applications for our virtuatiian technology such as our end-user
computing products and hybrid cloud services, weeekthat our data center virtualization producid eelated enhancements and upgrade:
constitute a majority of our revenue for the foesde future. Declines and variability in demanddor data center virtualization products
could occur as a result of:

e improved products or product versions being offdrgeadompetitors in our marke
e competitive pricing pressurt

« failure to timely execute and implement our proidstrategy, for example, quality issues, intagraissues with ecosystem partners,
and difficulties in creating and marketing suitésnteroperable solutions;

» failure to release new or enhanced versions oflata center virtualization products on a timelyifasr at all

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

» general economic conditiol

Also, as more and more businesses achieve thelazdtion of their data centers and other IT fumes, the market for our VMware
vSphere product line may become saturated. If Wédféntroduce compelling new features in futurguades to our VMware vSphere product
line, develop new applications for our virtualizatitechnology or provide product suites based erMiliware vSphere platform that address
customer requirements for integration, automatiwh management of their IT systems, demand for VMw&phere may decline.
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Due to our product concentration, our businessnfiial condition, results of operations, and céshd would therefore be adversely
affected by a decline in demand for our data cevitaralization products.

Additionally, in connection with the announcemeaniiugust 2012 of our latest product suite centeqaoh vSphere, we announced the
elimination of the virtualization-based entitlemémiuuse vSphere that was based upon virtual memomRAM. We had introduced the
VRAM-based entitlement with the release of our ipviersion of vSphere in the third quarter of 2011 &diminated the entitlement in the third
quarter of 2012. Instead, when sold on a perp&iasis, vSphere will continue to license on a peegssor basis but without core, vRAM or
number of virtual machine limits. Although we curtly do not expect the elimination of the vRAM ¢letinent to have a material impact upon
our revenues, there can be no assurance that evéntuture periods will not be materially and exbely affected due to the elimination of the
VRAM-based entitlement.

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

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

VMware’s strategy for the data center is to delither software-defined data center. In 2010, wevthiced the first of our vCenter and
vCloud products, which we combined in 2011 with e8hield security product line to create our newudl Infrastructure and Management
(“CIM") Suite offering. In 2012, we delivered the vCloudt§uwhich delivers a comprehensive suite for cloathputing in a single SKU wil
simplified licensing.

In 2012, we acquired two companies that further&tiwdre’s SDDC strategy; Dynamic Ops, a providerlofid automation solutions that
enable provisioning and management of IT servicessa heterogeneous environments, and Nicira, elajger of software-defined networking
and a leader in network virtualization for openrseunitiatives. In 2013, we acquired Virsto Softesaa developer of software that optimizes
storage performance and utilization in virtual eamments.

We also continue to expand and enhance our endzasgyuting offerings, such as VMware View, and Hon Suite, a solution that
provides end users with a single place to get adeetheir apps, data and desktops and gives ifigeesnanagement console to manage
entitlements, policies and security. In 2012, weoacquired Wanova, a leading provider of intefitggesktop solutions that centralize and
simplify the management of physical desktop imageie enabling users to take advantage of the agtarformance of a PC.

In the second quarter of 2013, we introduced obrridycloud service called vCloud Hybrid Servicelo@ Hybrid Service is designed to
deliver a public cloud as a service offering tlsainteroperable with our customers’ existing VMwairtualized infrastructure, enabling
customers to extend the same skills, tools, netwwgrand security models across both on-premiseoffgtemise environments.

The expansion of our offerings to deliver the SDRAdress IT management and automation, and ouithglbud offerings subjects us to
additional risks, such as the following:

* These initiatives may present new and diffitetthnological challenges. Significant investmenitslve required to acquire and
develop solutions to those challenges. End useyscmaose not to adopt our new product or serviteriogs and we may be unable
recoup or realize a reasonable return on our invests.

* Some of our new initiatives are hosted by tipiadties whom we do not control but whose failurerevent service disruptions, or
other failures or breaches may require us to isseits or refunds or indemnify or otherwise bélkato customers or third parties for
damages that may occur. Any transition of our sexwifrom a third party hosting service to our owtaccenters would also entail a
risk of service disruption during a transition. Wiay be subject to claims if customers of theseisewfferings experience service
disruptions or failures, security breaches, dagade or other quality issues.

» The success of these new offerings depends tlygotooperation of hardware, software and clouditngsendors to ensure
interoperability with our products and offer comiphl products and services to end users. If waiaable to obtain such cooperation,
it may be difficult and more costly for us to achédunctionality and service levels that would make new products and services
attractive to end users.

*  We will need to develop and implement approprig-to-market strategies and train our sales fiorceder to effectively market
offerings in product categories in which we mayéass experience than our competitors. Accordjregigl users could choose
competing products over ours, even if such offeriage less advanced than ours.

» Ourincreasing focus on developing and markeffingmanagement and automation and laaS (includifigvare-defined networking
and vCloud Hybrid Services), offerings that enatistomers to transform their IT systems will requirgreater focus on marketing
and selling product suites and more holistic sohgj rather than selling on a product-by-produsibaonsequently, we will need to
develop new strategies for marketing and selling ou
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offerings, our customers’ purchasing decisions fmegome more complex and require additional leveépproval and the duration of
sales cycles for our offerings may increase.

*  We will need to develop appropriate pricing &eges for our new product initiatives. For examiléas frequently been challenging
for software companies to derive significant revestreams from open source projects, such asreftaur offerings. Additionally,
in some cases our new product initiatives are pegdd on converting free and trial users to pagimgomers of the premium tiers of
these services, and therefore we must maintaifffigzisat conversion ratio for such services to befipable. Also, certain of our new
product initiatives have a subscription model. Waymot be able to accurately predict subscripte@rewal rates or their impact on
results, and because revenue is recognized faseyuices over the term of the subscription, dowrgwr upturns in sales may not be
immediately reflected in our results.

» The success of vCloud Hybrid Services will bpefedent on the final global implementation of tiffering and building successful go-
to-market strategies. We will need to build sabgseetise and infrastructure to support the newrafée This hybrid cloud offering
faces many of the risks described here and mapeaccepted by customers. Further, any focus emthrket from the existing sales
team may reduce time spent on selling the exigiieguct portfolio that may have a material negaimpact on revenues.

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

e The cloud computing and virtualized end-user poting markets are in early stages of developn@titer companies seeking to enter
and develop competing standards for the cloud céimpmarket, such as Microsoft, IBM, Oracle, Googltel Amazon, and the end-
user computing market, such as Citrix and Micrqgudie introduced or are likely to introduce thaim initiatives that may compete
with or not be compatible with our cloud and enéfusomputing initiatives which could limit the degrto which other vendors
develop products and services around our offeramgsend users adopt our platforms.

« Emerging IT sectors, such as those within l@& frequently subject to a “first mover” effectrpuant to which certain product
offerings can rapidly capture a significant portafrmarket share and developer attention. Therefbcempetitive product offerings
in these sectors gain broad adoption before aunsay be difficult for us to displace such offersnggardless of the comparative
technical merit, efficacy or cost of our products.

Additionally, our newer initiatives may be less fitable than our established products, and we ntaya 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.

Ongoing uncertainty regarding global economic cotidns and the stability of regional financial marke may reduce information
technology spending below current expectations dhdrefore adversely impact our revenues, impede-aadr adoption of new products al
product upgrades, and adversely impact our comjpetiposition.

Our business depends on the overall demand fomiration technology and on the economic health ofcourent and prospective
customers. The purchase of our products is oftecretionary and may involve a significant commitingfincapital and other resources. Weak
economic conditions or significant uncertainty nelijag the stability of financial markets could adsely impact our business, financial
condition and results of operations in a numbexays, including by lengthening sales cycles, afifigcthe size of enterprise license agreerr
(“ELAS") that customers will commit to, reducingettevel of our non-ELA transactional sales, lowgnamices for our products and services,
reducing unit sales and reducing the rate of adopif our products by new customers and the witiegs of current customers to purchase
upgrades to our existing products. The ongoing ige debt crisis in Europe threatens to suppressatid and our customers’ access to cred
in that region, which is an important market for puwoducts and services. Additionally, in respotssustained economic uncertainty, many
national and local governments that are curreprespective customers for our products and seryvinekiding the U.S. federal government,
have also made, or announced plans to make, signifspending cutbacks which could reduce the atrafugovernment spending on IT and
the potential demand for our products and services the government sector.

Ongoing economic uncertainty has also resulteciregal and ongoing tightening in the credit marKeiser levels of liquidity, increases
in the rates of default and bankruptcy and sigaiftovolatility in the credit, equity and fixed inb@ markets. As a result, current or potential
customers may be unable to fund software purchadesh could cause them to delay, decrease or tancehases of our products and
services. Even if customers are willing to purchaseproducts and services, if they do not meetcoedit requirements, we may not be able tc
record accounts receivable or unearned revenuscognize revenues from these customers until wevepayment, which could adversely
affect the amount of revenues we are able to rézedn a particular period.
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In addition, although we plan to continue makinmgtggic investments in our business, many of oorpeditors have significantly greater
financial, technical and other resources than weadd if the economic recovery is anemic or notasnsd, 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, and end-usenputing markets are inter-related and rapidly @ngl. We experienced increased
competition during 2012 and expect it to remaiemse in 2013. For example, Microsoft continues ékenncremental improvements to its
virtual infrastructure and virtual management prduln September 2012, Microsoft began shippingdbfivs Server 2012, which includes a
more advanced version of its Hyper-V virtualizatfmoduct, which continues its push into the virizetion market, and more recently,
Microsoft released System Center 2012, its bunfifeanagement products targeted at legacy and Vetuaronments. Microsoft also has
cloud-based computing offerings and recently annedriiaaS-like capabilities for Windows Azure. Wsgoalace competition from other
companies that have announced a number of new grodtiatives, alliances and consolidation effofésr example, Citrix Systems continues
to enhance its end-user and server virtualizatfteriogs and now has a client hypervisor in the kmairIBM, Google and Amazon have
existing cloud computing offerings and announced al®ud computing initiatives. Red Hat has releasmmmercial versions of Linux that
have virtualization capabilities as part of theirkernel (“KVM”) and has also announced plansdimud computing products. Other
companies have indicated their intention to expafferings of virtual management and cloud compusolyitions as well. Additionally, our
hybrid cloud computing offering in which enterpgggool internal and external IT resources runnimg@ommon vSphere infrastructure
competes with low-cost public cloud infrastructoféerings such as Amazon EC2 and Google Computénéngnterprises and service
providers have also shown significant interestuiiding their own clouds based on open source ptsjsuch as OpenStack.

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

» the ability to offer products that support mpii hardware platforms, operating systems, apjdicatand application development
frameworks;

» the ability to deliver an intuitive end-user exigence for accessing data, applications and ses¥iom a wide variety of end-user
devices;

» the ability to effectively run traditional IT apphtions 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 instabbase of custome

e pricing of products, individually and in bundl

« the ability to attract and preserve a large nunatb@pplication developers to develop to a giverudlecosyster

» the ability to create and maintain partneringagunities with hardware vendors, infrastructuwégare vendors and cloud service
providers;

» the ability to develop robust indirect sales chasirenc
» the ability to attract and retain cloud, virtuatipa and systems experts as key emplo

Existing and future competitors may introduce pidun the same markets we serve or intend to santecompeting products may have
better performance, lower prices, better functiipaind broader acceptance than our products. @upetitors may also add features to their
virtualization, end-user and cloud computing pradwimilar to features that presently differentiate product offerings from theirs. Many of
our current or potential competitors also have &rgperating histories, greater name recognitengdr customer bases and significantly
greater financial, technical, sales, marketing @ther resources than we do. This competition coesdlt in increased pricing pressure and :
and marketing expenses, thereby materially redugimgperating margins, could prevent our new petgland services from gaining market
acceptance, and harm our ability to increase, oseas to lose, market share. Increased competitbonmay prevent us from entering into or
renewing service contracts on terms similar toehbat we currently offer and may cause the lepfthur sales cycle to increase. Some of out
competitors and potential competitors supply a widkety of products to, and have well-establisreddtionships with, our current and
prospective end users. For example, small to mediaed businesses and companies in emerging mahlettare evaluating the adoption of
virtualization-based technologies and solutions faynclined to consider Microsoft solutions be@aktheir existing use of Windows and
Office products. Some of these competitors havhedmpast and may in the future take advantageeif #xisting relationships to engage in
business practices

42




Table of Contents

that make our products less attractive to our esealsu Other competitors have limited or denied sudpr their applications running in
VMware virtualization environments. These distribat licensing and support restrictions, as welbtéer business practices that may be
adopted in the future by our competitors, couldarially impact our prospects regardless of the tm@fi our products. In addition, competitors
with existing relationships with our current or ppective end users could in the future integratepsgitive capabilities into their existing
products and make them available without additi@halrge. For example, Oracle provides free sernveralization software intended to
support Oracle and non-Oracle applications, andddift offers its own server virtualization soft@grackaged with its Windows Server
product and offers builia virtualization in the client version of WindowAs a result, existing VMware customers may eleaide products th
are perceived to be “free” or “very low cost” instkof purchasing VMware products and services dotain applications where they do not
believe that more advanced and robust capabilitiesequired. Competitors may also leverage opercedechnologies to offer zero or low
cost products capable of putting pricing pressureuwr own product offerings. By engaging in suckibess practices, our competitors can
diminish competitive advantages we may possesadgntivizing end users to choose products thatdacke of the technical advantages of
own offerings. In addition, even if customers fimat products to be technically superior, they magase to employ a ‘multiple-vendor’
strategy, where they purposely deploy multiple weadn their environment in order to prevent ang @endor from gaining too much control
over their IT operations.

We also face potential competition from our pargn&ior example, third parties currently selling ptoducts could build and market their
own competing products and services or market ctimpproducts and services of other vendors. lfanezunable to compete effectively, our
growth and our ability to sell products at profimimargins could be materially and adversely afféctvhich could materially and adversely
impact our financial condition and results of opierss.

Industry alliances or consolidation may result im¢reased competitior

Some of our competitors have made acquisitionseaered into or extended partnerships or othetegfi@relationships to offer more
comprehensive virtualization and cloud computinigithons than they individually had offered. In 20Ttrix Systems continued to invest in
desktop virtualization marketing by continuingdtese collaboration with Microsoft and acquired Hergplayers like Zenprise and Virtual
Computer. Moreover, information technology comparaiee increasingly seeking to deliver top-to-bottdnsolutions to end users that
combine enterprise-level hardware and softwaretisoisi to provide an alternative to our virtualinatiplatform. For example, in 2011, Oracle
brought to market integrated hardware and softwahetions that utilized technologies from its 2@k@uisition of Sun Microsystems, and
Microsoft and Hewlett-Packard continued their dofieation based on Microsoft’s cloud computing amtlalization platforms. In 2011, Citrix
announced its acquisition of Cloud.com, which affan 1aaS cloud services solution, and Red Hatroged to invest in the Open Virtualizat
Alliance (“OVA”) to bolster KVM as a direct compédir to VMware vSphere. In 2012, Dell acquired Wysehnologies to bolster its ability to
serve the “cloud client” market and Quest to enbatemanagement and automation solutions. Softdefieed networking is a new frontier,
and many companies are active in this space. Fonple, in 2012, Cisco acquired Cariden and Megaid, Juniper acquired Contrail Systems.
In June 2013, Oracle and Microsoft entered intanership pursuant to which Oracle now supporsuge of Oracle products in Microsoft
Hyper-V deployments as well as Windows Azure. Wpeet these trends to continue as companies attensgengthen or maintain their
market positions in the evolving virtualizationrnastructure and enterprise IT solutions industrgnMof the companies driving this trend have
significantly greater financial, technical and athesources than we do and may be better posititmadquire and offer complementary
products and technologies. The companies and edifaresulting from these possible combinations enegte more compelling product and
service offerings and be able to offer greateripgi¢lexibility than we can or may engage in busmeractices that make it more difficult for
to compete effectively, including on the basis Bé@, sales and marketing programs (such as proyiglieater incentives to our channel
partners to sell a competitor’'s product), technglogproduct functionality. This competition coulesult in a substantial loss of customers or ¢
reduction in our revenues, which could materiatig adversely impact our financial condition andutessof operations.

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

The markets for our software solutions and laa8rof§s are characterized by rapid technologicahghba, changing customer needs,
frequent new software product introductions andwmg industry standards. The introduction of thpdrty solutions embodying new
technologies and the emergence of new industrgatas could make our existing and future softwalet®ns obsolete and unmarketable.
Cloud computing is proving to be a disruptive temlbgy that will alter the way that businesses comsumanage and provide physical IT
resources, applications, data and IT services. \&femot be able to establish or sustain our tholegtttership in the cloud computing and
enterprise software fields, and our customers noayiew our products and services as innovativelasd-of-breed, which could result in a
reduction in market share and our inability to caammeh a pricing premium over competitor products. M&y not be able to develop updated
products that keep pace with technological devekmisand emerging industry standards and that ssltite increasingly sophisticated needs
of our customers or that interoperate with newpdaied operating systems and hardware devicestidfy @r products to work with these
systems and devices. As a result, we may not leetalaccurately predict the lifecycle of our softevaolutions, and
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they may become obsolete before we receive the mhoduevenues that we anticipate from them. Tlgere assurance that any of our new
offerings would be accepted in the marketplaceniB@ant reductions in server-related costs orribe 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 examyiide the introduction of more powerful
servers presents an opportunity for us to provietéeb products for our customers, the migratioeasf’ers to microprocessors with an
increasing number of multiple cores also allow®ad user with a given number of licensed copiesuofsoftware to multiply the number of
virtualization machines run per server socket withtaving to purchase additional licenses fromfuse are unable to revise our solutions anc
offerings in response to new technological develepts, our ability to retain or increase market staard revenues in the virtualization
software market could be materially adversely aédc

Our operating results may fluctuate significantlyyhich makes our future results difficult to predi@nd 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 waétactors, many of which are outside of our cohtAs a result, comparing our
operating results on a period-to-period basis nyr meaningful. Our past results should not bed@pon as an indication of our future
performance. In addition, a significant portionooir quarterly sales typically occurs during the fasnth of the quarter, which generally
reflects customer buying patterns for enterprisarielogy. As a result, our quarterly operating lssare difficult to predict even in the near
term. If our revenues or operating results falblethe expectations of investors or securitiesyamtslor below any guidance we may provide t
the market, the price of our Class A common stookla likely decline substantially.

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

* general economic conditions in our domestic iatelnational markets and the effect that theselitioms have on our customers’
capital budgets and the availability of funding $oftware purchases;

» fluctuations in demand, adoption rates, sales syatel pricing levels for our products and serv
» fluctuations in foreign currency exchange re
» changes in custometrsudgets for information technology purchases arttiértiming of their purchasing decisic

« the timing of recognizing revenues in any givenrtgrawhich, as a result of software revenue reitmgnpolicies, can be affected b
number of factors, including product announcemergta programs and product promotions that carecay&nue recognition of
certain orders to be deferred until future prodtetehich customers are entitled become available;

» the sale of our products and services in the tirmmés we anticipate, including the number andaizgders in each quart

e our ability to develop, introduce and ship itiraely manner new products and services and enhatts that meet customer demand
certification requirements and technical requiretsen

e our ability to compete effectivel
» the introduction of new pricing and packaging medel our product offering
» the timing of the announcement or release of ugggad new products by us or by our competi

» our ability to maintain scalable internal systemsreporting, order processing, license fulfilmgmioduct delivery, purchasing, billi
and general accounting, among other functions;

» our ability to control costs, including our opergtiexpense

» changes to our effective tax r

» the increasing scale of our business and its effiectur ability to maintain historical rates of gth;

» our ability to attract and retain highly skilled ployees, particularly those with relevant expereemcsoftware development and se
e our ability to conform to emerging industry stardtaand to technological developments by our congrstand customel

* renewal rates and the amounts of the renewalslfésE&s original ELA terms expir

« the timing and amount of software developmeststhat may be capitalized beginning when tectgicdt feasibility has been
established and ending when the product is avaiffavlgeneral release;
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* unplanned events that could affect market péiwepf the quality or coséffectiveness of our products and solutions;
» the recoverability of benefits from goodwill andqa@red intangible assets, and the potential impantof these asse
Our current research and development efforts mayt pooduce significant revenues for several yearfsat all.

Developing our products is expensive. Our investimeresearch and development may not result irketable products or may result in
products that take longer to generate revenuasagrgenerate less revenues, than we anticipatere®earch and development expenses wer
over 20% of our total revenues in the first six tineof 2013 and in the fiscal year 2012. Our fuplemns include significant investments in
software research and development and related progportunities. We believe that we must contitiudedicate a significant amount of
resources to our research and development efforteaintain our competitive position. However, weymat receive significant revenues from
these investments for several years, if at all.

We rely upon a two-tier selling strategy, which magt succeed in driving long-term sales and revergrewth.
We sell our products and services through two piymaeans, which we refer to as our ELA and our Ba#, or transactional, sales.

ELAs are comprehensive long-term license agreentkatgprovide for multi-year maintenance and suppand constitute one-quarter to
onethird of our overall sales. These are generallgdasize transactions, typically driven by our dirgales force and are primarily attractiv
our larger enterprise customers.

Transactional sales, in contrast, tend to be smiallgcope, shorter in duration with a standard-ye® maintenance term, and are
principally driven by our sales channel partnetsey represent two-thirds to three-quarters of marall sales.

During 2012, we expanded the sales of productsusiech as our vCloud suite, that integrate adwhnt@nagement and automation
features with our vSphere cloud infrastructurefptat and which are primarily sold through ELAs. \Waieve that ELAS help us grow our
business by building long-term relationships withr enterprise customers.

In 2012, our overall sales growth rate declined parad to 2011, with the growth rate in transactisates lower than the growth rate in
ELAs. In 2013, we are focusing our selling and neéirlg efforts to improve the growth rate of oungactional business. As we develop and
add new product capabilities to our higher-end povadfferings, we may not be successful in ourtetyato increase the value of the products
sold through the transactional business. We mayp@aible to increase sales volumes in our tramsedtbusiness or help attract new custor
to our product ecosystem with these enhanced ptdédatures and capabilities.

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

Our sales cycles can be long and unpredictable, sales efforts require considerable time and expersnd 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€ur sales efforts involve educating our custonad@ut the use and benefit of our
products, including their technical capabilitiestgntial cost savings to an organization and adwgpas compared to lowepst products offere
by our competitors. Customers typically undertalségaificant evaluation process that has in the pesulted in a lengthy sales cycle which
typically lasts several months, and may last a gpedonger. We spend substantial time, effort arwhay on our sales efforts without any
assurance that our efforts will produce any sateaddition, product purchases are frequently sttigebudget constraints, economic
conditions, multiple approvals, and unplanned adshigtive, processing and other delays. Moreover greater number of competitive
alternatives, as well as announcements by our ctitozethat they intend to introduce competitiveeedatives at some point in the future, can
lengthen customer procurement cycles, cause ygetadsadditional time and resources to educate seid wn the advantages of our product
offerings and delay product sales. Economic dowrstand uncertainty can also cause customers ttagels to their internal purchase
approval processes, adding further time to a €alele. These factors can have a particular impadhe timing and length of our ELA sales
cycles.
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Additionally, our quarterly sales have historicaléflected an uneven pattern in which a dispropogtie percentage of a quarter’s total
sales occur in the last month, weeks and daysatf @aarter. Similarly, our yearly sales have histily reflected a disproportionate percent
of the year’s sales in the fourth fiscal quartdre3e patterns make prediction of revenues, earaimgjsvorking capital for each financial period
especially difficult and uncertain and increaseribk of unanticipated variations in financial cii@h and results of operations. We believe
uneven sales pattern is a result of many factatading the following:

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

» the fourth quarter influence of customers spegdheir remaining capital budget authorizatioropto new budget constraints in the
following year; and

« seasonal influences, such as holiday or vacaticogs

If sales expected from specific customers for gi@#ar quarter are not realized in that quarteatoall, our results could fall short of puk
expectations and our business, financial condaiath results of operations could be materially asklgraffected.

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

Our success depends largely upon the continueétssref our existing management. We are also sotisig dependent on the continued
service of our key development personnel for produwvation and timely development and deliveryipgrades and enhancements to our
existing products. The market for expert softwaseadopers upon whom we rely has become increasamghpetitive. We generally do not
have employment or non-compete agreements witlexigting management or development personnel,thatgfore, they could terminate
their employment with us at any time without peyalbd could pursue employment opportunities with @inour competitors. Changes to
management and key employees can also lead taadditinplanned losses of key employees. The Ibkeyoemployees could seriously harm
our ability to release new products on a timelyidaad could significantly help our competitors.

Because competition for our target employees i®itge, we may not be able to attract and retain liighly skilled employees we need
support our planned growth, and our compensatiorpexses may increas

To execute on our strategy, we must continue tactand retain highly qualified personnel. Contpmiifor these personnel is intense,
especially for senior sales executives and engineith high levels of experience in designing ardadoping software. We may not be
successful in attracting and retaining qualifiedspanel. We have from time to time in the past epeed, and we expect to continue to
experience in the future, difficulty in hiring anetaining highly skilled employees with approprigtelifications. Many of the companies with
which we compete for experienced personnel havatgreesources than we have. Research and devealbpersonnel are also aggressively
recruited by startup and emerging growth companmwbg;h are especially active in many of the techhéweas and geographic regions in whicl
we conduct product development. In addition, in mglemployment decisions, particularly in the higlhnology industry, job candidates
often consider the value of the stock-based congtemsthey are to receive in connection with tlegiployment. Declines in the value of our
stock could adversely affect our ability to attractetain key employees and result in increasepl@mee compensation expenses. If we fail to
attract new personnel or fail to retain and mogwvatir current personnel, our business and futwethrprospects could be severely harmed.

Our success depends upon our ability to develop peaducts and services, integrate acquired produatsl services and enhance our
existing products and services and develop appratgribusiness and pricing models.

If we are unable to develop new products and sesyinitegrate acquired products and services, estemd improve our products and
support services in a timely manner, or positioprice our products and services to meet markeaddncustomers may not buy new softwar:
licenses from us, update to new versions of ounsoe or renew product support. In addition, infation technology standards from both
consortia and formal standards-setting forums dsasale facto marketplace standards are rapidijveng. We cannot provide any assurance
that the standards on which we choose to develappneducts will allow us to compete effectively tmusiness opportunities in emerging ai
such as cloud computing.

New product development and introduction involvesgaificant commitment of time and resources ansuibject to a number of risks and
challenges including:

* managing the length of the development cyclenew products and product enhancements, whichregadntly been longer than we
originally expected;

* managing customerg’ansitions to new products, which can result ilgein their purchasing decisio
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» adapting to emerging and evolving industry stanslarttl to technological developments by our congrsténd custome
e entering into new or unproven markets with whichhaee limited experienc

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

e incorporating and integrating acquired products atinologies; ar
« developing or expanding efficient sales chan

In addition, if we cannot adapt our business motteleep pace with industry trends, our revenuedddoe negatively impacted. For
example, if we increase our adoption of subscnipbased pricing models for our products, we malyt@eset pricing at levels appropriate to
maintain our revenue streams or our customers Mmagse to deploy products from our competitors they believe are priced more favorably.
Additionally, we may fail to accurately predict sabiption renewal rates or their impact on resoltsperations, and because revenue from
subscriptions is recognized for our services oliertérm of the subscription, downturns or uptumsales may not be immediately reflected in
our results. As we offer more products that depmmdonverting users of free services to users@hprm services and as such services gre
size, our ability to maintain or improve and togiot conversion rates will become more important.

Breaches of our cybersecurity systems could degradieability to conduct our business operations addliver products and services to @
customers, delay our ability to recognize revenaempromise the integrity of our software productssult in significant data losses and the
theft of our intellectual property, damage our refation, expose us to liability to third parties, direquire 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, rargfrom our internal operations and
product development activities to our marketing aalks efforts and communications with our custeraed business partners. Unauthorized
parties have attempted to penetrate our networkrisg@nd our website. Such cyberattacks threaienisappropriate our proprietary
information and cause interruptions of our IT seegi Because the techniques used by unauthorizednseto access or sabotage networks
change frequently and may not be recognized wiit¢hed against a target, we may be unable tamaticthese techniques. In addition,
sophisticated hardware and operating system saftesad applications that we produce or procure filund parties may contain defects in
design or manufacture, including “bugs” and othedpems that could unexpectedly interfere withdperation of the system. We have also
outsourced a number of our business functionsitd ffarty contractors, and our business operatidg® depend, in part, on the success of our
contractors’ own cybersecurity measures. We usd ffdrties to provide colocation services (i.eadanter services) for our hybrid cloud
offering. Similarly, we rely upon distributors, eders, system vendors and systems integratomslitow products and our sales operations
depend, in part, on the reliability of their cybessrity measures. Additionally, we depend uponesuployees to appropriately handle
confidential data and deploy our IT resources fe sad secure fashion that does not expose oumonesystems to security breaches and the
loss of data. Accordingly, if our cybersecurity tgyss and those of our contractors, partners andorsrail to protect against unauthorized
access, sophisticated cyberattacks and the mishgrafldata by our employees, contractors, partaedsvendors, our ability to conduct our
business effectively could be damaged in a humbaags, including:

e sensitive data regarding our business, includitglectual property and other proprietary data,lddne stoler

e 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;

e our ability to process customer orders and sdeatally 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 piaigntmaking the data systems of
our customers vulnerable to further data loss ghérincidents; and

» personally identifiable data of our customers, @yeés and business partners could be stolen ¢

Should any of the above events occur, we couldibgst to significant claims for liability from owustomers, regulatory actions from
governmental agencies, our ability to protect otellectual property rights could be compromised aur reputation and competitive position
could be significantly harmed. Also, the regulatand contractual actions, litigations, investigasiofines, penalties and liabilities relating to
data breaches that result in losses of persorddiytifiable or credit card information of usersoof services can be significant in terms of fines
and reputational impact, and necessitate changag tousiness operations that may be disruptivest@dditionally, we could incur significant
costs in order to upgrade our
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cybersecurity systems and remediate damages. Qgersifyq our financial performance and results cfragions could be adversely affected.

Our products are highly technical and may contaimnrers, defects or security vulnerabilities which alal cause harm to our reputation and
adversely affect our business.

Our products are highly technical and complex aviten deployed, have contained and may containgmiefects or security
vulnerabilities. Some errors in our products maly dxe discovered after a product has been instalfeHused by customers. Any errors, def
or security vulnerabilities discovered in our protduafter commercial release could result in lds®wenues or delay in revenue recognition,
loss of customers and increased service and wgreast, any of which could adversely affect ouribess, financial condition and results of
operations. Undiscovered vulnerabilities in ourduats could expose them to hackers or other unstoug third parties who develop and
deploy viruses, worms, and other malicious softwaograms that could attack our products. In thet,padMware has been made aware of
public postings by hackers of portions of our sewode. It is possible that the released source codld expose unknown security
vulnerabilities in our products that could be exjgid by hackers or others. Actual or perceived sgcuulnerabilities in our products could
harm our reputation and lead some customers tonrptoeducts, to reduce or delay future purchasesercompetitive products. End users,
rely on our products and services for the interapidity of enterprise servers and applications #ratcritical to their information systems, may
have a greater sensitivity to product errors amdisty vulnerabilities than customers for softwareducts generally. Any security breaches
could lead to interruptions, delays and data logsspotection concerns. In addition, we could feleéms for product liability, tort or breach of
warranty, including claims relating to changes o products made by our channel partners. Our aotstwith customers contain provisions
relating to warranty disclaimers and liability lit@iions, which may not be upheld, and customerscaadnel partners may seek
indemnification from us for their losses and thoséheir customers. Defending a lawsuit, regardidsts merit, is costly and time-consuming
and may divert management’s attention and advesdtdgt the market's perception of us and our potslun addition, if our business liability
insurance coverage proves inadequate or futurerageds unavailable on acceptable terms or abaflpusiness, financial condition and res
of operations could be adversely impacted.

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

Revenues from customers outside the United Statepiised approximately 52.4% of our total reveringbe first six months ended
June 30, 2013 and 51.6% in 2012 . We have salesinadrative, research and development and techsiggport personnel in numerous
countries worldwide. We expect to continue to addspnnel in additional countries. Additionally, aavestment portfolio includes investme
in non-U.S. financial instruments and holdings am+U.S. financial institutions, including Européastitutions. Our international operations
subject us to a variety of risks, including:

» the difficulty of managing and staffing interitatal offices and the increased travel, infrasuitestand legal compliance costs
associated with multiple international locations;

» increased exposure to foreign currency exchangerisit
» difficulties in enforcing contracts and collectingcounts receivable, and longer payment cyclegcésly in emerging marke'
» difficulties in delivering support, training and@gonentation in certain foreign mark

» tariffs and trade barriers and other regulatorgontractual limitations on our ability to setl@evelop our products in certain foreign
markets;

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

e macroeconomic disruptions, such as monetaryceadit crises, that can threaten the stabilityoofl and regional financial institutions
and decrease the value of our international invests;

» the overlap of different tax structures or charnigaaternational tax law

» reduced protection for intellectual property righteluding reduced protection from software piracysome countrie
« difficulties in transferring funds from certain attries; an

« difficulties in maintaining appropriate controldatng to revenue recognition practic

Additionally, as we continue to expand our busirgdebally, we will need to maintain compliance wielgal and regulatory requirements
covering the foreign activities of U.S. corporagpsuch as export control requirements and theigfof@orrupt Practices Act, as well as with
local regulatory requirements in non-U.S. jurisidios. Our success will depend,
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in large part, on our ability to anticipate andeetively manage these and other risks associatidowr international operations. We expect a
significant portion of our growth to occur in fogai countries, which can add to the difficultiesraintaining adequate management and
compliance systems and internal controls over firdmeporting, and increase challenges in managimgrganization operating in various
countries.

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 e that our solutions interoperate with those pnacts, our product development efforts
may be delayed or foreclosed.

Our products interoperate with Windows, Linux ariden operating systems and the hardware devicesroérous manufacturers.
Developing products that interoperate properly megusubstantial partnering, capital investment@mgloyee resources, as well as the
cooperation of the vendors and developers of tleeatimg systems and hardware. Operating systerhandvare vendors may not provide us
with early access to their technology and prodwdsist us in these development efforts or shateawisell to us any application programming
interfaces, or APIs, formats or protocols we magcdédf they do not provide us with the necessarlyescess, assistance or proprietary
technology on a timely basis, we may experiencdycbdevelopment delays or be unable to expangmatucts into other areas. To the ex
that software or hardware vendors develop prodhetscompete with ours or those of our controlétgckholder, EMC Corporation (“EMC"),
they may have an incentive to withhold their coagien, decline to share access or sell to us tiveprietary APIs, protocols or formats, or
engage in practices to actively limit the functitityacompatibility and certification of our prodtsc To the extent that we enter into
collaborations or joint development and marketimgrgements with certain hardware and software @endendors who compete with our
collaborative partners may similarly choose to titheir cooperation with us. In addition, hardwareperating system vendors may fail to
certify or support or continue to certify or suppour products for their systems. If any of theefpwing occurs, our product development eff
may be delayed or foreclosed and our businessemults of operations may be adversely affected.

We rely on distributors, resellers, system vendamnsl systems integrators to sell our products, ana failure to effectively develop, manage
or prevent disruptions to our distribution channetnd the processes and procedures that support tieeoid cause a reduction in the
number of end users of our products.

Our future success is highly dependent upon maiimgiand increasing the number of our relationshijik distributors, resellers, system
vendors and systems integrators. Because we rafystnibutors, resellers, system vendors and systatagrators, we may have little or no
contact with the ultimate users of our productsereéby making it more difficult for us to establistand awareness, ensure proper delivery anc
installation of our products, service ongoing coso requirements, estimate end-user demand andné$p evolving customer needs.

Recruiting and retaining qualified channel partrard training them in the use of our technology pratluct offerings requires significant
time and resources. In order to develop and expandistribution channel, we must continue to expand improve our processes and
procedures that support our channel, includingimugstment in systems and training, and those gesseand procedures may become
increasingly complex and difficult to manage. Timeet and expense required for sales and marketg@narations of our channel partners to
become familiar with our product offerings, inclagiour new product developments, may make it miffiewt to introduce those products to
end users and delay end-user adoption of our ptadfgrings.

We generally do not have long-term contracts orimmiim purchase commitments with our distributorsghers, system vendors and
systems integrators, and our contracts with theaarel partners do not prohibit them from offenmmgducts or services that compete with
ours. Our competitors may be effective in providinmgentives to existing and potential channel parrio favor products of our competitors or
to prevent or reduce sales of our products. Cestgstem vendors now offer competing virtualizatiwaducts preinstalled on their server
products. Additionally, our competitors could atfgrno require key distributors to enter into exelitg arrangements with them or otherwise
apply their pricing or marketing leverage to disame distributors from offering our products. Aatiogly, our channel partners may choose
not to offer our products exclusively or at all.rGailure to maintain and increase the number latti@nships with channel partners would lik
lead to a loss of end users of our products whighlgvresult in us receiving lower revenues from chignnel partners. Three of our distributor:
each accounted for 10% or more of revenues duhi@diitst six months of 2013 . Our agreements wisitridbutors are typically terminable by
either party upon 30 to 90 days’ prior written getto the other party, and neither party has afigation to purchase or sell any products
under the agreements. While we believe that we lapkace, or would have in place by the date gf such termination, agreements with
replacement distributors sufficient to maintain cewenues from distribution, if we were to lose dliribution services of a significant
distributor, such loss could have a materially ti@gampact on our results of operations until stioke as we arrange to replace these
distribution services with the services of existorghnew distributors.
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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 marisecould affect the ability of our distributors, sellers and customers to comply with the
terms of credit we provide in the ordinary courstlmusiness. Accordingly, if our distributors, redefs and customers find it difficult to
obtain credit or comply with the terms of their ali obligations, it could cause significant fluctuens or declines in our product revenues.

Three of our distributors each accounted for 10%nore of revenues during the first six months cf20We anticipate that sales of our
products to a limited number of distributors witintinue to account for a significant portion of ¢ottal product revenues for the foreseeable
future. The concentration of product sales amomtairedistributors increases our potential creidits. For example, approximately 44.9% of
our total accounts receivable as of June 30, 2(d3from our three largest distributors. Some ofdistributors may experience financial
difficulties, which could adversely impact our @aition of accounts receivable. One or more of tlésteibutors could delay payments or
default on credit extended to them. Our exposuczedit risks of our distributors may increaseuf distributors and their customers are
adversely affected by global or regional econoroieditions. Additionally, we provide credit to digtntors, resellers, and certain end-user
customers in the normal course of business. Cieditnerally extended to new customers based upoed#t evaluation. Credit is extended to
existing customers based on ongoing credit evanatiprior payment history, and demonstrated fiizdstability. We often allow distributors
and customers to purchase and receive shipmeptedficts in excess of their established credittlikvie are unable to recognize revenue f
such shipments until the collection of those amsingicomes reasonably assured. Any significant deldgfault in the collection of significa
accounts receivable could result in an increased f@r us to obtain working capital from other sms, possibly on worse terms than we coul
have negotiated if we had established such worképital resources prior to such delays or defaAhy. significant default could result in a
negative impact on our results of operations anaydgur ability to recognize revenue.

Our revenues, collection of accounts receivable dimhncial results may be adversely impacted byctwation of foreign currency exchange
rates. Although foreign currency hedges can offseime of the risk related to foreign currency flueations, we will continue to experience
foreign currency gains and losses in certain instz@s where it is not possible or cost effective éalpe our foreign currency exposure

Our revenues and our collection of accounts retdgvanay be adversely impacted as a result of fatmuos in the exchange rates between
the U.S. Dollar and foreign currencies. For exampie have distributors in foreign countries thatyrimecur higher costs in periods when the
value of the U.S. Dollar strengthens against fareigrrencies. One or more of these distributorddcdelay payments or default on credit
extended to them as a result. Any significant delagtefault in the collection of significant accdsineceivable could result in an increased |
for us to obtain working capital from other sourdésve determine that the amount of accounts ked#e that is uncollectible is greater than
our estimates, we would recognize an increasedmdeat expense, which would have a negative impaciur results of operations. In additi
in periods when the value of the U.S. Dollar stteregs, we may need to offer additional discoumdice prices or offer other incentives to
mitigate the negative effect on demand.

We invoice and collect in certain non-U.S. Doll@ndminated currencies, thereby conducting a podfarur revenue transactions in
currencies other than the U.S. Dollar. Althougls flliogram may alleviate credit risk from our dtstitors during periods when the U.S. Dollar
strengthens, it shifts the risk of currency fludioias to us and may negatively impact our revenaesicipated cash flows and financial results
due to fluctuations in foreign currency exchangesaparticularly the Euro, the British Pound, Japanese Yen and the Australian Dollar
relative to the U.S. Dollar. While variability irperating margin may be reduced due to invoicinggriain of the local currencies in which we
also recognize expenses, increased exposure fgriarerrency fluctuations will introduce additiorrédk for variability in revenue-related
components of our consolidated financial statements

We enter into foreign currency forward contracthi¢alge a portion of our net outstanding monetasgtasand liabilities against moveme
in certain foreign exchange rates. Although we ek gains and losses on our foreign currenaydad contracts to generally offset the
majority of the gains and losses associated withutiderlying foreign-currency denominated asseddiahilities that we hedge, our hedging
transactions may not yield the results we expedtitonally, we expect to continue to experienceign currency gains and losses in certain
instances where it is not possible or cost effectivhedge our foreign currency exposures.

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

From time to time, we are involved in various legalministrative and regulatory proceedings, clailesnands and investigations relating
to our business, which may include claims with eespo patent, commercial, product liability, empteent, class action, whistleblower and
other matters. From time to time, we receive ingaifrom government entities regarding the complkaof our contracting and sales practices
with applicable regulations. Such matters can ie-{tonsuming, divert management’s attention anauress and cause us to incur significant
expenses. While no formal legal proceedings thakdchave a material impact on our financial comaitor results of operations have been
commenced, there
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can be no assurance that actions will not be takéme future. Furthermore, because litigation #reloutcome of regulatory proceedings are
inherently unpredictable, it is possible that ousibess, financial condition or results of operadicould be negatively affected by an
unfavorable resolution of one or more of such pedasgs, claims, demands or investigations.

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

Our business is subject to federal, state andriatemal laws and regulations regarding privacy pradection of personal data. We collect
contact and other personal or identifying informatfrom our customers. Additionally, in connectigith some of our new product initiatives,
including the hybrid cloud service offering, ouistamers may use our services to store and proeessral information and other user data.
We post, on our websites, our privacy policies prattices concerning our treatment of personal d&talso often include privacy
commitments in our contracts. Any failure by useonply with our posted privacy policies, other fedestate or international privacy-related
or data protection laws and regulations, or thegay commitments contained in our contracts coeddilt in proceedings against us by
governmental entities or others, which could haweaterial adverse effect on our business, finargadition and results of operations. In
addition, the increased attention focused uponliiplissues as a result of lawsuits and legiskjwvoposals could harm our reputation or
otherwise impact the growth 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 busir@smpliance with such an order may involve sigaiit costs or require changes in busi
practices that result in reduced revenue. Nonc@npé could result in penalties being imposed oor wge could be ordered to cease
conducting the noncompliant activity.

In addition to government regulation, privacy adsogcand industry groups or other third parties apose new and different self-
regulatory standards that either legally or contralty apply to our customers or us. Any inabilityadequately address privacy concerns, eve
if unfounded, or comply with applicable privacydata protection laws, regulations and standardddaesult in additional cost and liability to
us, damage our reputation, reduce sales and haryusiness.

Additionally, our virtualization technology is useg cloud computing vendors, and we have expandethwolvement in the delivery and
provision of cloud computing through business atlizs with various providers of cloud computing 8% and software and expect to conti
to do so in the future. The application of U.S. artdrnational data privacy laws to cloud computiegdors is uncertain, and our existing
contractual provisions may prove to be inadequaf@dtect us from claims for data loss or regulatayncompliance made against cloud
computing providers who we may partner with. Acdogtly, the failure to comply with data protectiaws and regulations by our customers
and business partners who provide cloud computngces could have a material adverse effect orbosiness.

Since some of our products and services are weddbasr customers store their data (including peakdata) on our servers and our
vendors’ servers. Any systems failure or comprorofseur security that results in the release ofaustomers’ data could (i) subject us to
substantial damage claims from our customersexXijose us to costly regulatory remediation, amdh@rm our reputation and brand. We may
also need to expend significant resources to pragainst security breaches.

If we fail to comply with our customer contracts government contracting regulations, our businessuid be adversely affecte

Our contracts with our customers may include unigue specialized performance requirements. Inquaati, our contracts with federal,
state, local and non-U.S. governmental custometoanarrangements with distributors and reseilidrs may sell directly to governmental
customers are subject to various procurement régng contract provisions and other requiremesiggting to their formation, administration
and performance. Any failure by us to comply witbygsions in our customer contracts or any violatid government contracting regulations
could result in the imposition of various civil andminal penalties, which may include terminatafrcontracts, forfeiture of profits, suspens
of payments and, in the case of our governmentactst, fines and suspension from future governroentracting. Further, any negative
publicity related to our customer contracts or prgceedings surrounding them, regardless of itaracy, may damage our business and affec
our ability to compete for new contracts. From titng¢ime, we receive inquiries from government egiregarding the compliance of our
contracting and sales practices with applicablelegmns. While no formal legal proceedings thatldchave a material impact on our financial
condition or results of operations have been conue@nthere can be no assurance that actions wwilenoommenced in the future. If our
customer contracts are terminated, if we are sugzefrom government work or fines or other governtisanctions are imposed, or if our
ability to compete for new contracts is adversdigaed, our business, operating results or fir@randition could be adversely affected.

If we are unable to protect our intellectual propgrrights, our competitive position could be harmedwe could be required to inct
significant expenses to enforce our right

We depend on our ability to protect our propriet@shnology. We rely on trade secret, patent, dghyand trademark laws and
confidentiality agreements with employees and thadies, all of which offer only limited protectioAs such,
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despite our efforts, the steps we have taken teprour proprietary rights may not be adequateréclude misappropriation of our proprietary
information or infringement of our intellectual perty rights, and our ability to police such misaggiation or infringement is uncertain,
particularly in countries outside of the Unitedt8& Further, with respect to patent rights, wadibknow whether any of our pending patent
applications will result in the issuance of patamtsvhether the examination process will requiréousarrow our claims. To the extent that
additional patents are issued from our patent egfitins, which are not certain, they may be coetgstircumvented or invalidated in the
future. Moreover, the rights granted under anyddspatents may not provide us with proprietaryqetion or competitive advantages, and, as
with any technology, competitors may be able toeflgwy similar or superior technologies to our owmvray in the future. In addition, we rely
on confidentiality or license agreements with thpadties in connection with their use of our praduand technology. There is no guarantee
such parties will abide by the terms of such agexgmor that we will be able to adequately enfanaerights, in part because we rely on
“click-wrap” and “shrink-wrap” licenses in some faaces.

Detecting and protecting against the unauthorizedad our products, technology and proprietarytsdgh expensive, difficult and, in some
cases, impossible. Litigation may be necessarjgarfuture to enforce or defend our intellectualpgenty rights, to protect our trade secrets or t
determine the validity and scope of the proprietaghits of others. Such litigation could resulsbstantial costs and diversion of managemer
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 aridri@l competitors have the ability to dedicatbstantially greater resources to protecting
their technology or intellectual property rightsuttwe do. Accordingly, despite our efforts, we maybe able to prevent third parties from
infringing upon or misappropriating our intellectypaoperty, which could result in a substantiakla$ our market share.

We provide access to our hypervisor and other gel@ésource code to partners, which creates addaiamsk that our competitors could
develop products that are similar or better thanrsu

Our success and ability to compete depend subalignipon our internally developed technology, whis incorporated in the source code
for our products. We seek to protect the source cddsign code, documentation and other informagtating to our software, under trade
secret and copyright laws. However, we have chts@novide access to our hypervisor and other ssdesource code to several dozen of our
partners for co-development, as well as for opersAflBrmats and protocols. Though we generally mdrccess to our source code and other
intellectual property, and enter into confidentiabir license agreements with such partners, akaselith our employees and consultants, this
combination of procedural and contractual safeguardy be insufficient to protect our trade secaets other rights to our technology. Our
protective measures may be inadequate, espece&ihuse we may not be able to prevent our partaensloyees or consultants from violating
any agreements or licenses we may have in plaabuging their access granted to our source cogeojar disclosure or use of our source
code could help competitors develop products simbilar better than ours.

We are, and may in the future be, subject to clailnsothers that we infringe their proprietary techiogy, which could force us to pay
damages or prevent us from using certain technolagyur products.

Companies in the software and technology industives large numbers of patents, copyrights, tradksjand trade secrets and freque
enter into litigation based on allegations of infigment or other violations of intellectual progeights. This risk may increase as the number
of products and competitors in our market increasesoverlaps occur. In addition, as a well-knomforimation technology company, we face
a higher risk of being the subject of intellectpadperty infringement claims. Any claim of infringent by a third party, even one without
merit, could cause us to incur substantial costsndiing against the claim, and could distract oanagement from our business. Furthermore
a party making such a claim, if successful, coeltlise a judgment that requires us to pay substaaimages. A judgment could also include
an injunction or other court order that could preves from offering our products. In addition, weght be required to seek a license for the
of such intellectual property, which may not beikde on commercially reasonable terms or atAdternatively, we may be required to
develop norinfringing technology, which could require signdiat effort and expense and may ultimately not lmeessful. Any of these evelr
could seriously harm our business, operating result financial condition. Third parties may alseet infringement claims against our
customers and channel partners. Any of these cletmkl require us to initiate or defend potentigliptracted and costly litigation on their
behalf, regardless of the merits of these clairesabse we generally indemnify our customers andraigartners from claims of infringeme
of proprietary rights of third parties in connectiwith the use of our products. If any of thesénestasucceed, we may be forced to pay damag
on behalf of our customers or channel partnersghvbould negatively affect our results of operation

Our use of “open sourcesoftware in our products could negatively affectroability to sell our products and subject us togmible litigation.

A significant portion of the products, technolog@sservices acquired, licensed, developed or edféry us may incorporate so-called
“open source” software, and we may incorporate gmemce software into other products in the fut@ech open source software is generally
licensed by its authors or other third parties wrageen source licenses, including, for example GhN&J General Public License, the GNU
Lesser General Public License, “Apache-style” |gzs) “BSD-style”
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licenses and other open source licenses. We manitouse of open source software in an effort midhgubjecting our products to conditions
we do not intend. Although we believe that we hemeplied with our obligations under the variouslagble licenses for open source
software that we use, there is little or no legakpdent governing the interpretation of many eftédrms of most of these licenses, and
therefore the potential impact of these terms arboginess is somewhat unknown and may resultamtizipated obligations regarding our
products and technologies. For example, we mayibgsted to certain conditions, including requiretsehat we offer our products that use
the open source software for no cost, that we nagkdable source code for modifications or deriw@tivorks we create based upon
incorporating, using or distributing the open seusoftware, or that we license such modificationdesivative works under the terms of the
particular open source license. Any of these olitiga could have an adverse impact on our intelEgiroperty rights and our ability to derive
revenue from products incorporating the open sosofsvare.

If an author or other third party that distribugeeh open source software were to allege that Wanbaicomplied with the conditions of
one or more of these licenses, we could be reqtirgttur significant legal expenses defending agfasuch allegations. Although we have
received inquiries regarding open source licenseptiance for software used in our products, no farlagal proceedings that would have a
material impact on our results of operations oafficial condition have been filed. However, thene lsa no assurance that actions will not be
taken in the future. If our defenses were not ss&ftd we could be subject to significant damagegined from the distribution of our
products that contained the open source softwackreguired to comply with the foregoing conditiomich could disrupt the distribution and
sale of some of our products. In addition, if wenbine our proprietary software with open sourcevearfe in a certain manner, under some
open source licenses we could be required to reldwssource code of our proprietary software, Wwhimuld substantially help our competitors
develop products that are similar to or better thars.

In addition to risks related to license requirersensage of open source software exposes us tothiakdiffer from the use of third-party
commercial software because open source licensorsrglly do not provide warranties or assurandélefor controls on origin of the
software. In addition, many of the risks associatét usage of open source software such as thedfwarranties or assurances of title, ca
be eliminated, and could, if not properly addressedatively affect our business. We have estaddigitocesses to help address these risks,
including a review process for screening requests four development organizations for the use ehagource and conducting appropriate
diligence of the use of open source software irptioelucts developed by companies we acquire, butamaot ensure that our processes are
sufficient, all open source software is submitteddpproval prior to use in our products, or akosource software is discovered during due
diligence.

We offer a number of products under open sourceelses that subject us to additional risks and ckalljes, which could result in increased
development expenses, delays or disruptions taréease or distribution of those software solutigrad increased competition.

Several of our product offerings are distributedemopen source licenses. Additionally, in July 20&e acquired Nicira whose expertise
is in software-defined networking and whose priatjgroducts contain some open source softwarew@mgtsolutions that are substantially or
mostly based on open source software subject asitonber of risks and challenges:

» If open source software programmers, most ofrwie do not employ, do not continue to develop emtance open source
technologies, our development expenses could bedred and our product release and upgrade schextullel be delayed.

* One of the characteristics of open source soévsthat anyone can modify the existing softwardevelop new software that
competes with existing open source software. Assalt, competition can develop without the degrfeeverhead and lead time
required by traditional proprietary software comiganlt is also possible for new competitors withajer resources than ours to
develop their own open source solutions, potegti@tiucing the demand for, and putting price presssa, our solutions.

» Itis possible that a court could hold that licenses under which our open source products amices are developed and licensed ar
not enforceable or that someone could assert i ¢tai proprietary rights in a program developed distiributed under them. Any
ruling by a court that these licenses are not eefasle, or that open source components of our ptaiservices offerings may not be
liberally copied, modified or distributed, may hawe effect of preventing us from distributing @veloping all or a portion of our
products or services. In addition, licensors ofropeurce software employed in our offerings maymftime to time, modify the terms
of their license agreements in such a manner hiogetlicense terms may no longer be compatible etithr open source licenses in
our offerings or our end-user license agreemetgrans of service, and thus could, among other apreseces, prevent us from
continuing to distribute the software code subjedhe modified license or terms of service.

» Actions to protect and maintain ownership andtiad over our intellectual property could adveysaffect our standing in the open
source community, which in turn could limit our ktigito continue to rely on this community, uponiahwe are dependent, as a
resource to help develop and improve our open sgqureducts and services.
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If we are unable to successfully address the ahngdle of integrating offerings based upon open sotgchnology into our business, our
ability to realize revenues from such offeringsl Wwé negatively affected and our development costg increase.

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

We have acquired in the past and plan to acquitieeriuture other businesses, products or techiedogor example, in 2012 we
completed a number of acquisitions, including asitjons of Wanova, Dynamic Ops and Nicira and in20ve completed the acquisition of
Virsto Software. We may not be able to find suiaitquisition candidates, and we may not be aldentplete acquisitions on favorable ter
if at all. If we do complete acquisitions, we mapt oltimately strengthen our competitive positiarachieve our goals, or they may be viewed
negatively by customers, financial markets or inwes

Acquisitions may disrupt our ongoing operationgedi management from day-to-day responsibilitiesiéase our expenses, and adverse!
impact our business, financial condition and resoftoperations. An acquired business may not eetive expected results. For example, an
acquisition may not further our strategies or resuéxpected benefits, which may include beneétating to enhanced revenues, technology,
human resources, cost savings, operating efficésrmnd other synergies. Acquisitions may reduceasin available for operations, stock
repurchase programs and other uses and could mesultincrease in amortization expense relatédentifiable intangible assets acquired, anc
result in potentially dilutive issuances of equscurities or the incurrence of debt.

Additionally, we have limited historical experiensith the integration of acquired companies. Tteze be no assurance that we will be
able to manage the integration of acquired bus@sesEectively or be able to retain and motivatg xersonnel from these businesses. We ma
also face difficulties due to the lack of experiefirt new markets, products or technologies orrfi@i dependence on unfamiliar supply or
distribution partners. Other risks related to asijjoins include the assumption of the liabilitiddlte acquired business, including acquired
litigation-related liabilities, and potential liigion arising from a proposed or completed acqaisit

If our acquisitions do not meet our expectatiomsf our strategic focus subsequently changes, \ag anoose to abandon certain acquirec
product lines and divest from acquired businedsesexample, in January 2013, we announced a platréamline our operations that inclu
a planned exit of certain lines of business, initigdlideRocket and Shavlik. It is generally difficfor an acquirer to completely recover the
cost of an acquisition which is subsequently diedsAccordingly, divestitures of acquired businesmed products may result in us taking
charges for impairment of assets and goodwill, r@sdlt in cash expenditures in connection with kkeadt reductions.

In addition to the risks commonly encountered mdlequisition of a business as described abovepayealso experience risks relating to
the challenges and costs of closing a transadtoriher, the risks described above may be exaamtlzat a result of managing multiple
acquisitions at the same time. We also seek tastrimebusinesses such as ventured financed conganékjoint ventures that offer
complementary products, services or technologikes& investments are accompanied by risks sinildrose encountered in an acquisition of
a business. In addition, we do not control entitiagre we have a minority investment, and therefareot ensure that these investments anc
joint ventures will make decisions that promoteu@ complementary to our business strat

If our goodwill or amortizable intangible assets t@me impaired we may be required to record a sigaift charge to earnings

We may not realize all the economic benefit from acqguisitions of other companies, which could ltesuan impairment of goodwill or
intangibles. During 2012, our goodwill balance gased by $1.1 billion or 62% as a result of actjoiss made during the year, primarily for
Nicira. We review our amortizable intangible asgetasmpairment when events or changes in circuntsta indicate the carrying value may
be recoverable. We test goodwill for impairmenieast annually. Factors that may be consideregagghin circumstances, indicating that the
carrying value of our goodwill or amortizable inggiole assets may not be recoverable, include amgeiri stock price and market capitalizat
or cash flows, reduced future cash flow estimated, slower growth rates in our industry. We maysdapiired to record a significant charge in
our financial statements during the period in whadly impairment of our goodwill or amortizable inggble 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 repaur financial results or prevent fraud
As a result, our stockholders could lose confidenneur financial reporting, which could harm our bsiness and the trading price of ot
Class A common stock.

As we grow and evolve our business, and in ordeptoply with the requirements of Section 404 of #a@banes-Oxley Act of 2002, we
need to maintain our processes and systems antithdapto changes in our business requirementseagndation. We may seek to automate
certain processes to improve efficiencies and bettsure ongoing compliance but such automationitealf disrupt existing internal controls
and introduce unintended vulnerability to errofraud. This
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continuous process of maintaining and adaptingradarnal controls and compliance with Section 49éxpensive and time-consuming, and
requires significant management attention. We cebeertain that our internal control measuresagihtinue to provide adequate control
over our financial processes and reporting andrensampliance with Section 404. Furthermore, asbaisiness grows and changes and as we
expand through acquisitions of other companiesjrdarnal controls may become more complex and vleeguire significantly more
resources to ensure our internal controls oveeatiain effective. Failure to implement required revimproved controls, or difficulties
encountered in their implementation, could harmaperating results or cause us to fail to meeteporting obligations to our investors. If we
or our independent registered public accounting fitentify material weaknesses, the disclosurédaf tact, even if quickly remedied, could
reduce the market's confidence in our financiaesteents and harm our stock price. In addition,défawve unable to continue to comply with
Section 404, our non-compliance could subject ws\ariety of administrative sanctions, includihg suspension or delisting of our Class A
common stock from the New York Stock Exchange &edability of registered broker-dealers to makeaaket in our Class A common
stock, which could reduce our stock price.

Problems with our information systems could interéewith our business and could adversely impact ayerations.

We rely on our information systems and those afitharties for processing customer orders, delieéyroducts, providing services and
support to our customers, billing and tracking ocustomers, fulfilling contractual obligations artth@wise running our business. Any
disruption in our information systems and thoséhefthird parties upon whom we rely could havegaificant impact on our business. In
addition, we continuously work to enhance our infation systems. The implementation of these typeslsancements is frequently disrupt
to the underlying business of an enterprise, whiely especially be the case for us due to the sideeamplexity of our business. Any
disruptions relating to our systems enhancemeatsicplarly any disruptions impacting our operasauring the implementation period, could
adversely affect our business in a number of réspEwen if we do not encounter these adversetsffée implementation of these
enhancements may be much more costly than we attiécl. If we are unable to successfully implemeatinformation systems enhancements
as planned, our financial condition, results ofragiens and cash flows could be negatively impacted

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

As a multinational corporation, we are subjectimoime taxes as well as non-income based taxesasyzdyroll, sales, use, value-added,
net worth, property and goods and services tardspth the United States and various foreign juctgzhs. Our domestic and international tax
liabilities are subject to the allocation of reveswand expenses in different jurisdictions andithing 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 regpiin determining our worldwide provision for incertaxes and other tax liabilities. From
time to time, we are subject to income and mmome tax audits. While we believe we have congphth all applicable income tax laws, th
can be no assurance that a governing tax authmititpot have a different interpretation of the land assess us with additional taxes. Should
we be assessed with additional taxes, there cauldrhaterial adverse effect on our financial caooibr results of operations.

Our future effective tax rate may be affected bghsiactors as changes in tax laws, regulationatesy changing interpretation of existing
laws or regulations, the impact of accounting tock-based compensation, the impact of accountingdisiness combinations, changes in oul
international organization, and changes in ovéeaktls of income before tax. For example, the {e8eral research credit, which provided a
significant reduction in our effective tax ratepe®rd on December 31, 2011. Reinstatement of tie tdderal research credit would have a
favorable effect on our effective tax rate. In JayR2013, the United States Congress retroactimeficted an extension of the federal researct
credit through December 31, 2013. There can bessgrance that the federal research credit wilbkbeneled or will not be reduced.

In addition, in the ordinary course of our globaklmess, there are many intercompany transactimhsalculations where the ultimate tax
determination is uncertain. Although we believe thar tax estimates are reasonable, we cannotetizatrthe final determination of tax audits
or tax disputes will not be different from whatéflected in our historical income tax provisiom&laccruals.

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 td® im12.5%. All income earned abroad, except fevipusly taxed income for U.S. tax
purposes, is considered indefinitely reinvestedunforeign operations and no provision for U.Setahas been provided with respect to such
income. If management determines these overseds are needed for our operations in the U.S., wddMoe required to accrue U.S. taxes or
the related undistributed earnings in the periodagament determines the earnings will no longentefinitely invested outside the U.S. and
to repatriate these funds.
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Our business is subject to the risks of earthquakié®, floods and other natural catastrophic evarguch as pandemics, and to interruption
by manmade problems, such as computer viruses, unantitépadisruptions in local infrastructure or terrori®, which could result in delay
or cancellations of customer orders or the deployrhef our products.

Our corporate headquarters are located in the &aciSco Bay Area, a region known for seismic aigtiA significant natural disaster,
such as an earthquake, fire, flood or other aGai, could have a material adverse impact on osinkss, financial condition and results of
operations. As we continue to grow internationdtigreasing amounts of our business will be loc@tddreign countries that may be more
subject to political or social instability that ddwdisrupt operations. Furthermore, some of our pevduct initiatives and business functions
hosted and carried out by third parties that mayudeerable to disruptions of these sorts, mamylath may be beyond our control. In
addition, our servers are vulnerable to computersés, break-ins and similar disruptions from uharized tampering with our computer
systems. Unanticipated disruptions in servicesigem/through localized physical infrastructure,lsas utility or telecommunication outages,
can curtail the functioning of local offices as g critical components of our information systearsd adversely affect our ability to process
orders, provide services, respond to customer stg@and maintain local and global business corttinNiatural disasters that affect the
manufacture of IT products, such as the 2011 flogdh Thailand, can also delay customer spendingusrsoftware, which is often coupled
with customer purchases of new servers and IT systeurthermore, acts of terrorism or war couldseadisruptions in our or our customers’
business or the economy as a whole, and diseaslepéss could temporarily sideline a substantiat paour or our customers’ workforce at
any particular time. To the extent that such disons result in delays or cancellations of custoorelers, or the deployment or availability of
our products and services, our revenues would bersely affected. Additionally, we may incur sigoént costs to repair damages to our
facilities, equipment and infrastructure.

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

We prepare our consolidated financial statemendés@ordance with accounting principles generalgepted in the United States of
America. These principles are subject to interpietieby the SEC and various bodies formed to intdrand create appropriate accounting
principles and guidance. A change in these priesiplr guidance, or in their interpretations, mayeha significant effect on our reported res
and retroactively affect previously reported result

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 June 30, 2013 , EMC owned 43,025,000 shdrearcClass A common stock and all 300,000,000eshaf our Class B common
stock, representing 79.8% of the total outstanghmgyes of common stock or 97.2% of the voting pavi@utstanding common stock. The
holders of our Class A common stock and our ClassfBmon stock have identical rights, preferencesmivileges except with respect to
voting and conversion rights, the election of dioes, certain actions that require the consenblifdrs of Class B common stock and other
protective provisions as set forth in our certifecaf incorporation. Holders of our Class B comnstock are entitled to 10 votes per share of
Class B common stock on all matters except foethetion of our Group Il directors, in which cabey are entitled to one vote per share, and
the holders of our Class A common stock are edtitbeone vote per share of Class A common stock.hididers of Class B common stock,
voting separately as a class, are entitled to 8@%i of the total number of directors on our baafrdirectors that we would have if there were
no vacancies on our board of directors at the tithese are our Group | directors. Subject to agiytsi of any series of preferred stock to elect
directors, the holders of Class A common stockthecholders of Class B common stock, voting toge#isea single class, are entitled to elect
our remaining directors, which at no time will lzs$ than one director-our Group 1l director(s). dxdingly, the holders of our Class B
common stock currently are entitled to elect 8 wf @ directors.

If EMC transfers shares of our Class B common stockny party other than a successor-in-intereatsubsidiary of EMC prior to a
distribution to its stockholders under Section 85%he Internal Revenue Code of 1986, as amend&bgadistribution”), those shares will
automatically convert into Class A common stockdiidnally, if, prior to a 355 distribution, EMC'awnership falls below 20% of the
outstanding shares of our common stock, all outtanshares of Class B common stock will autom#gicanvert to Class A common stock.
Following a 355 distribution, shares of Class B owon stock may convert to Class A common stockéhstonversion is approved by
VMware stockholders after the 355 distribution. Borlong as EMC or its successor-in-interest beiadly owns shares of our common stock
representing at least a majority of the votes ledtito be cast by the holders of outstanding vosiiogk, EMC will be able to elect all of the
members of our board of directors.

In addition, until such time as EMC or its succesdaeinterest beneficially owns shares of our conmnstock representing less than a
majority of the votes entitled to be cast by th&bos of outstanding voting stock, EMC will have #bility to take stockholder action without
the vote of any other stockholder and without hgtmcall a stockholder meeting, and holders of

56




Table of Contents

our Class A common stock will not be able to affbet outcome of any stockholder vote during thisqok As a result, EMC will have the
ability to control all matters affecting us, inclag:

» the composition of our board of directors amtdotigh our board of directors, any determinatiothwespect to our business plans and
policies;

» any determinations with respect to mergers, adipisi and other business combinati

e our acquisition or disposition of ass

e our financing activitie:

« certain changes to our certificate of incorporg

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

» determinations with respect to enforcementgiits we may have against third parties, includiity) 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 mastensaction agreement entered into between us and iBEM@nection with our initial public
offering (“IPO”) also contain provisions that require that as &M C beneficially owns at least 20% or more ofdhéstanding shares of ¢
common stock, the prior affirmative vote or writteonsent of EMC (or its successor-in-interesthasholder of the Class B common stock is
required (subject in each case to certain excepltionorder to authorize us to:

» consolidate or merge with any other en

» acquire the stock or assets of another entity aegx of $100 millior

* issue any stock or securities except to our sudrs@di or pursuant to our employee benefit p
« establish the aggregate annual amount of sharesaydssue in equity awart

» dissolve, liquidate or wind us t

» declare dividends on our sto

e enter into 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 inconsistéth certain provisions of our certificate of axporation or bylaw.

If EMC does not provide any requisite consent alfmaus to conduct such activities when requestedywil not be able to conduct such
activities and, as a result, our business and perading results may be harmed. EMC's voting cdranal its additional rights described above
may discourage transactions involving a changeofrol of us, including transactions in which haklef our Class A common stock might
otherwise receive a premium for their shares dvetheneurrent market price. EMC is not prohibited frontling a controlling interest in us
a third party and may do so without the approvahefholders of our Class A common stock and witwaviding for a purchase of any sha
of Class A common stock held by persons other EMIC. Accordingly, shares of Class A common stocky tn@ worth less than they would
if EMC did not maintain voting control over us 6IEMC did not have the additional rights descriladdve.

In the event EMC is acquired or otherwise undergoelsange of control, any acquirer or successohb@ientitled 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, holdéisuo Class A common stock are deemed to haveaofiand have consented to the
provisions of our certificate of incorporation afg master transaction agreement with respecettrttitations 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 companiewiging products related to storage management,-bpcklisaster recovery, security,
system management and automation, provisioningeswlrce management. There can be no assurané&Miatvill not engage in increased
competition with us in the future. In addition, tinéellectual property agreement that we
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have entered into with EMC provides EMC the abitd@yuse our source code and intellectual properych, subject to limitations, it may use
to produce certain products that compete with dek&C’s rights in this regard extend to its majorityyned subsidiaries, which could include
joint ventures where EMC holds a majority positaord one or more of our competitors hold minoritgifions.

EMC could assert control over us in a manner whahid impede our growth or our ability to enter nenarkets or otherwise adversely
affect our business. Further, EMC could utilizecittrol over us to cause us to take or refraimftaking certain actions, including entering
into relationships with channel, technology anceottmarketing partners, enforcing our intellectualgerty rights or pursuing business
combinations, other corporate opportunities or pobadlevelopment initiatives that could adversefeetfour competitive position, including
our competitive position relative to that of EMCrirarkets where we compete with them. In additidlCEmaintains significant partnerships
with certain of our competitors, including Microsof

EMC’s competition in certain markets may affect our idity to build and maintain partnerships.

Our existing and potential partner relationshipy ipa affected by our relationship with EMC. We partwith a number of companies that
compete with EMC in certain markets in which EMCtjggpates. EMCS majority ownership in us might affect our abilityeffectively partne
with these companies. These companies may favorampetitors because of our relationship with EMC.

EMC competes with certain of our significant chdntechnology and other marketing partners, incigdBM and Hewlett-Packard.
Pursuant to our certificate of incorporation angeotagreements that we have with EMC, EMC may tlagability to impact our relationship
with those of our partners that compete with EM@iol could have a material adverse effect on osulte of operations or our ability to
pursue opportunities which may otherwise be avklabus.

Our joint launch of GoPivotal, Inc. (* Pivotal” ) with EMC may not prove successful.

In April 2013, we contributed technology and tramséd employees to Pivotal, a subsidiary of EM@ldished to focus on Big Data and
Cloud Application Platforms. Pivotal is led by P&déritz, its Chief Executive Officer and our form@hief Executive Officer, and includes
most employees and resources formerly working wiliiC’'s Greenplum and Pivotal Labs organizationsl, aur vFabric (including Spring
and Gemfire), Cloud Foundry and Cetas organizatiassvell as related efforts. Pivotal's abilitydperate successfully will require, among
other factors:

» successfully integrating technology from both ud BMC:;

» creating offerings for which there is suitable deoh&n the marketplac

» developing an effective go-toarket strateg'

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

In the event that Pivotal is unable to operate sssitlly, we may be asked to contribute capitadweses to Pivotal or accept dilution in
ownership interest, and we may be unable to realizevalue from the technology and resources tleatawntributed to Pivotal.

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

Beneficial ownership of at least 80% of the totating power is required in order for EMC to affectax-free spin-off of VMware or
certain other tax-free transactions. We have agieggdor so long as EMC or its successor-in-irgeontinues to own greater than 50% of the
voting control of our outstanding common stock,wik not knowingly take or fail to take any actidimat could reasonably be expected to
preclude EMC'’s or its successor-in-interest’s &piib undertake a tax-free spin-off. Additionaliynder our certificate of incorporation and the
master transaction agreement we entered into WitE Biwe must obtain the consent of EMC or its susoe#n-interest, as the holder of our
Class B common stock, to issue stock or other VMvggrcurities, except pursuant to employee benlafitsgprovided that we obtain Class B
common stockholder approval of the aggregate amuaber of shares to be granted under such plah&h could cause us to forgo capital
raising or acquisition opportunities that wouldertlise be available to us. As a result, we mayrbelpded from pursuing 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 fdCE liabilities. Under our master transaction agrent with EMC, EMC will
indemnify us for claims and losses relating toiliibs related to EMC’s business and not relatedur business.
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However, if those liabilities are significant an@ ware ultimately held liable for them, we cannotbdain that we will be able to recover the
full amount of our losses from EMC.

Although we have entered into a tax sharing agreerhwith EMC under which our tax liabilities effectiely will be determined as if we we
not part of any consolidated, combined or unitagxtgroup of EMC Corporation and/or its subsidiaries/e nonetheless could be held liable
for the tax liabilities of other members of theseogips.

We have historically been included in EMC’s condated group for U.S. federal income tax purposesyell as in certain consolidated,
combined or unitary groups that include EMC Corfioraand/or certain of its subsidiaries for statd #cal income tax purposes. Pursuant to
our tax sharing agreement with EMC, we and EMC gdhewill make payments to each other such thath wespect to tax returns for any
taxable period in which we or any of our subsidiarare included in EMC'’s consolidated group for.Jefleral income tax purposes or any
other consolidated, combined or unitary group ofE&EMorporation and/or its subsidiaries, the amofitéxes to be paid by us will be
determined, subject to certain adjustments, agind each of our subsidiaries included in suckadated, combined or unitary group filed
our own consolidated, combined or unitary tax metur

We have been included in the EMC consolidated gfoup).S. federal income tax purposes since ouuiadipn by EMC, and expect to
continue to be included in such consolidated gifouperiods in which EMC owns at least 80% of th&l voting power and value of our
outstanding stock. Each member of a consolidatedpyduring any part of a consolidated return ysdointly and severally liable for tax on
the consolidated return of such year and for abgasguently determined deficiency thereon. Simildriysome jurisdictions, each member of a
consolidated, combined or unitary group for stlateal or foreign income tax purposes is jointly asderally liable for the state, local or
foreign income tax liability of each other membétte consolidated, combined or unitary group. Adagly, for any period in which we are
included in the EMC consolidated group for U.S dfedl income tax purposes or any other consolidat@uhpined or unitary group of EMC
Corporation and/or its subsidiaries, we could hbl& in the event that any income tax liability virsurred, but not discharged, by any other
member of any such group.

Any inability to resolve favorably any disputes trexrise between us and EMC with respect to our parsti ongoing relationships may rest
in a significant reduction of our revenues and eanys.

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

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

» our reseller arrangements with EN

» employee retention and recruiti

* business combinations involving

« our ability to engage in activities with certainacimel, 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;
» arrangements with third parties that are exclusipt@ EMC;

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

» business opportunities that may be attractive tb BMC and us; ar
* product or technology development or marketingvétets or customer agreements which may requiretmsent of EMC

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

The agreements we enter into with EMC may be anteogen agreement between the parties. While weantolled by EMC, we may
not have the leverage to negotiate amendmentse thgreements if required on terms as favorahle & those we would negotiate with an
unaffiliated third party.

Our CEO and some of our directors own EMC commonagk or equity awards to acquire EMC common stochdasome of our directors
hold management positions with EMC, which could cmiconflicts of interests that result in our not g on opportunities we otherwise
may have.

Our CEO and some of our directors own EMC commooksbr equity awards to purchase EMC common stiociddition, some of our
directors are executive officers or directors of ENMind EMC, as the sole holder of our Class B commo
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stock, is entitled to elect 8 of our 9 directorsvr@rship of EMC common stock, restricted shardsMC common stock and equity awards to
purchase EMC common stock by our directors anghteeence of executive officers or directors of EbiCour board of directors could create,
or appear to create, conflicts of interest wittpees to matters involving both us and EMC that ddwdve different implications for EMC than
they do for us. Provisions of our certificate afanporation and the master transaction agreeméweba EMC and us address corporate
opportunities that are presented to our directorsfficers that are also directors or officers ®E€. There can be no assurance that the
provisions in our certificate of incorporation betmaster transaction agreement will adequatelyeadgotential conflicts of interest or that
potential conflicts of interest will be resolvedanr favor, or that we will be able to take advaetaf corporate opportunities presented to
individuals who are officers or directors of bothand EMC. As a result, we may be precluded frorsypog certain growth initiatives.

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 camistock representing at least a majority of thees@ntitled to be cast by the holders
of outstanding voting stock, EMC can effectivelyntrel and direct our board of directors. Furthbe interests of EMC and our other
stockholders may diverge. Under these circumstampezsons who might otherwise accept our invitatajoin our board of directors may
decline.

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

EMC owns more than 50% of the total voting poweowf common stock and, as a result, we are a “cldetr company” under the New
York Stock Exchange corporate governance standAsda.controlled company, we are exempt under e Mork Stock Exchange standards
from the obligation to comply with certain New Yo8tock Exchange corporate governance requiremieotading the requirements:

» that a majority of our board of directors consitindependent directo

» that we have a corporate governance and nomgatmmittee that is composed entirely of indepahdeectors with a written
charter addressing the committee’s purpose an@nadgiilities;

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

» for an annual performance evaluation of the nonmgadnd governance committee and compensation ctie®

While we have voluntarily caused our Compensatiwh @orporate Governance Committee to currentlydmeposed entirely of
independent directors in compliance with the rezients of the New York Stock Exchange, we are emtired to maintain the independent
composition of the committee. As a result of our akthe “controlled company” exemptions, holdersar Class A common stock will not
have the same protection afforded to stockholdecempanies that are subject to all of the New Y8tick Exchange corporate governance
requirements.

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

The financial information covering the periods uméd in this Quarterly Report on Form 10-Q doesweaessarily reflect what our
financial condition, results of operations or clelws would have been had we been a completelypedéent entity during those periods. In
certain geographic regions where we do not hawestablished legal entity, we contract with EMC sdilasies for support services and EMC
personnel who are managed by us. The costs inchyr&MC on our behalf related to these employeegassed on to us and we are charg
mark-up intended to approximate costs that wouldhzeen charged had we contracted for such senwitiesin unrelated third party. These
costs are included as expenses in our consoligégeinents of income. Additionally, we and EMC ayggi intercompany transactions,
including agreements regarding the use of EMC’s@mdntellectual property and real estate, agregseegarding the sale of goods and
services to one another and to Pivotal, and areaggat for EMC to resell our products and servioghird party customers. Accordingly, our
historical financial information is not necessaiilgicative of what our financial condition, resutif operations or cash flows will be in the
future if and when we contract at arm’s length viittiependent third parties for the services we lageived and currently receive from EMC.
In the three and six months ended June 30, 20E3rewognized revenues of $69.0 million and $12318om, respectively and as of June 30,
2013, $198.4 million of revenues were includedmearned revenues from such transactions with BM€additional information, see
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” and our cadatdd financial statements and notes
thereto.
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Risks Related to Owning Our Class A Common Stock
The price of our Class A common stock has fluctuatgubstantially in recent years and may fluctuaighstantially in the future.

The trading price of our Class A common stock hastfiated significantly since our IPO in August Z0Bor example, between
January 1, 2012 and June 30, 2013, the closingtrautice of our Class A common stock was very tii@aranging between $65.53 and
$114.62 per share. Our trading price could fluetsatbstantially in the future due to the factosxdssed in this Risk Factors section and
elsewhere in this Quarterly Report on Form 10-Q.

Substantial amounts of Class A common stock am hyebur employees, EMC and Cisco, and all of tteges of our Class B common
stock, which may be converted to Class A commockstpon request of the holder, are held by EMCr&haf Class A common stock held
EMC (including shares of Class A common stock thight be issued upon the conversion of Class B comstock) are eligible for sale
subject to the volume, manner of sale and othéricgens of Rule 144 of the Securities Act of 1938 amended (the “Securities Act”), which
allows the holder to sell up to the greater of 1w outstanding Class A common stock or our faeek average weekly trading volume
during any threenonth period and following the expiration of theantractual restrictions. Additionally, EMC possEssegistration rights wi
respect to the shares of our common stock thatidtsh If EMC chooses to exercise such rights,ate sf the shares that are registered would
not be subject to the Rule 144 limitations. If gnglicant amount of the shares that become eliditnieesale enter the public trading markets in
a short period of time, the market price of oursSlA common stock may decline.

Additionally, broad market and industry factors nicrease the market price of our Class A comnmkstegardless of our actual
operating performance. The stock market in gerardltechnology companies in particular have oftgregenced extreme price and volume
fluctuations. In addition, in the past, followingnods of volatility in the overall market and thwarket price of a company’s securities,
securities class action litigation has often bemstituted, including against us, and, if not resdigwiftly, can result in substantial costs and a
diversion of management’s attention and resources.

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

The trading market for our Class A common stock kgl influenced by the research and reports ththtstry or securities analysts may
publish about us, our business, our market or ompetitors. If any of the analysts who cover usngeatheir recommendation regarding our
stock adversely, or provide more favorable relate@mmendations about our competitors, our stoicke pvould likely decline.

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

Provisions in our certificate of incorporation amdaws will have the effect of delaying or prevagtia change of control or changes in oul
management. These provisions include the following:

« the division of our board of directors into threlasses, with each class serving for a stagdlred-year term, which would prevent
stockholders from electing an entirely new boardiofctors at any annual meeting;

« the right of the board of directors to elect a clioe 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 inedaction of directors unless such person or gadap owns at least an
equivalent percentage of Class A common stock taid approval of our board of directors prior ¢gj@iring beneficial ownership of
at least 5% of Class B common stock;

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

« the requirement for advance notice for nominatfonglection to the board of directors or for prejpmy matters that can be acted u
at a stockholders’ meeting;

« the ability of the board of directors to issue,hsitit stockholder approval, up to 100,000,000 shafreseferred stock with terms set
the board of directors, which rights could be setochose of common stock; and

* inthe event that EMC or its successor-in-irger® longer owns shares of our common stock repteng at least a majority of the
votes entitled to be cast in the election of dwextstockholders may not act by written consedtrany not call special meetings of
stockholders.
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Until such time as EMC or its successor-in-intecestses to beneficially own 20% or more of thetantting shares of our common stock,
the affirmative vote or written consent of the ekl of a majority of the outstanding shares ofGhess B common stock will be required to:

» amend certain provisions of our bylaws or certifcaf incorporatior

» make certain acquisitions or dispositic

» declare dividends, or undertake a recapitalizatioiiguidation

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

e approve any transactions that would involve agee consolidation, restructuring, sale of subtsidly all of our assets or any of our
subsidiaries or otherwise result in any persomtityeobtaining control of us or any of our subsaidis; or

» undertake certain other actio

In addition, we have elected to apply the provisiohSection 203 of the Delaware General Corpandtew. These provisions may
prohibit large stockholders, in particular thosenavg 15% or more of our outstanding voting stoc&nf merging or combining with us. These
provisions in our certificate of incorporation amgaws and under Delaware law could discouragernpiaietakeover attempts and could reduce
the price that investors might be willing to pay $hares of our common stock.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
e (a) Sales of Unregistered Securi
None.

* (b) Use of Proceeds from Public Offering of Commaack
None.

* (c) Purchases of Equity Securities by the IssuerAdfiliated Purchase!
Purchases of equity securities during the threethsoended June 30, 2013 :

Approximate Dollar

Total Number of Shares Value of Shares That May
Purchased as Part of Publicly Yet 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) 4) (2)(3)(4)
April 1 — April 30, 2013 870,64t $ 73.72 451,79 $ 251,952,08
May 1 — May 31, 2013 722,50: 73.61 651,73t 203,770,38
June 1 — June 30, 2013 534,72t 70.3¢ 534,72t 166,155,08
2,127,87. 72.8: 1,638,25! 166,155,08

(1) Includes 489,618 shares repurchased by EMipém market transactions. In 2010, EMC announcadck purchase program of
VMware's Class A common stock to maintain its apprate level of ownership in VMware over the lomgrh. Inclusion of EMC's
purchases in the above table does not indicateEti&t is deemed to be an “affiliated purchaser” wihpect to the VMware stock
repurchase program discussed in the following fo@nShares purchased by EMC remain issued anthodisg.

(2) In February 2012, VMware's Board of Directangthorized the repurchase of up to $600.0 millibWMware’s Class A common stock
through the end of 2013 . In November 2012, VMwaibdard of Directors authorized the repurchasepabuan additional $250.0 million
of VMware’s Class A common stock through the en@@t4 . VMware’s Class A common stock has beennaaylin the future be,
purchased pursuant to our stock repurchase audtiors, from time to time, in the open market agotlgh private transactions, subject to
market conditions. We are not obligated to purcteaseshares under our stock repurchase prograne@ub applicable laws, repurcha:
under our stock repurchase program may be madehttsnes and in such amounts as we deem apprepfiaé timing of any repurchas
and the actual number of shares repurchased vpértton a variety of factors, including VMware’sak price, cash requirements for
operations and business combinations, corporateendatory requirements and other market and ananconditions. Purchases under
our stock repurchase program can be discontinuadyatime that we feel additional purchases arevastanted.
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(3) Represents the amounts remaining in the VMwarekstmurchase authorizatio

(4) Amounts do not include potential purchases by E

ITEM 3.

None.

ITEM 4.

DEFAULTS UPON SENIOR SECURITIES

MINE SAFETY DISCLOSURES

Not Applicable.

ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS
Incorporated by Reference
I\Ii);rr::lt))gr Exhibit Description Helzrlelzti\(/jith Fﬁl?errlll]é. Date
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
10.84 2007 Equity and Incentive Plan, as amended andtessMay 29, 2013 S-8 6/20/2013
10.114  Form of Option Agreement, as amended June 13, 2013 X
10.124  Form of Restricted Stock Unit Agreement, as amerded 13, 2013 X
10.134 2007 Employee Stock Purchase Plan, as amendecstaded May 29, 2013 S-8 6/20/2013
31.1 Certification of Principal Executive Officer reqad by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.z Certification of Principal Financial Officer reqeut by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted 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.z Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the SarbanesyQydt of 2002.
101.INS  XBRL Instance Document X
101.SCF 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.PRE  XBRL Taxonomy Extension Presentation Linkbase X

+ Management contract or compensatory plan or geraent
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SIGNATURES

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

VMWARE, INC.

Dated:August 2, 2013 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer and Executive Vice Presiden
(Principal Financial Officer and Principal Accounting Officer)
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EXHIBIT INDEX

Incorporated by Reference

Exhibit - - Filed Form/
Number Exhibit Description Herewith File No. Date
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
10.84 2007 Equity and Incentive Plan, as amended andtegsMay 29, 2013 S-8 6/20/2013
10.114  Form of Option Agreement, as amended June 13, 2013 X
10.124  Form of Restricted Stock Unit Agreement, as ameridee 13, 2013 X
10.134 2007 Employee Stock Purchase Plan, as amendeastated May 29, 2013 S-8 6/20/2013
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 reqait by Rule 13a-14(a) or Rule X
15d-14(a) of the Securities Exchange Act of 1934adopted 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 SarbanesyQydt of 2002.
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as X
adopted pursuant to Section 906 of the SarbanesyQydt 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.PRE  XBRL Taxonomy Extension Presentation Linkbase X

+ Management contract or compensatory plan or geraent
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Exhibit 10.11

OPTION AGREEMENT
(UNITED STATES)

THIS OPTION AGREEMENT (this “Agreement”) dated a$ @O COME] (“Grant Date”), is betwee
VMware, Inc., a Delaware corporation (the “Compgny@nd [TO COME] (the “Participant”),relating to option
granted under the VMware, Inc. 2007 Equity and mtive Plan (the “Plan”)Capitalized terms used in this Agreen
without definition will have the same meaning ased to such terms in the Plan.

1. Grant of Equity Option, Equity Option Price and Term .

(@)

The Company grants to the Participant an apftbe “Option”) to purchas§TO COME] shares ¢
Stock, at a price of $TO COME] per share, subject to the provisions of the Plahthe terms ar
conditions herein. The Option is not an incentiteck option within the meaning of Section 422 of
Code.

(b) The term of this Option will be a maximum petiof seven years from the Grant Date (tkptior
Period”). The Vesting Commencement Date is , ADdring the Option Period, the Opt
will be exercisable as of the date set forth bedmsording to the percentage set forth opposite daté
subject to the Participast’ continued employment with the Company or a Sudosidthrough eac
vesting date:

Date Cumulative Percentage Exercisable

[ ] months following the Vesting [1%

Commencement Date
Monthly, commencing [ ] months

following the Vesting Commencement [ 1% (rounded down to the
Date, until fully vested nearest whole share)%
(c) Notwithstanding the foregoing and subject to Sectlgd) below, unless otherwise determined by

Committee in its sole discretion, in the event Baticipant incurs a termination of employment dog
reason whatsoever such that the Participant iongekr employed by the Company or any Subsic
then the Option, to the extent not otherwise esafie will terminate and to the extent exercisalbline
time of such termination, may be exercised forlésser of 90 days from the date of such terminati
employment or the remainder of the Option Periodgss such termination is (i) for Cause, in whiake
the Option will terminate immediately or (ii) due the Participant's death or termination by the Gamy
or Subsidiary due to disability (as defined undher &pplicable longerm disability plan of the Compa
or Subsidiary or, if there is no such plan, as meiteed by the Board or the Committee), in whiche
the Option will become 100% exercisable and maexercised for three years from the date of

termination of employment or if earlier, the rend®n of the Option Period. If the exercise of thdi@n
within the applicable time period set forth in tlection 1(c) is prevented by the provisions oftiBac/
(j) of the Plan, the Option will remain exercisahblgil one month after the date the Participamasfied
by the Company
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(d)

(e)

(f)

that the Option is exercisable, but in any evenlater than the Option Period. The occurrence gfat
the following, as reasonably determined by the Camygn good faith, will constitute “Causeytovidec
that the Participant has been given notice by thmg@any of the existence of Cause and, if the ents
of Cause is curable, a reasonable opportunity te the existence of such Cause:

(1) willful neglect, failure or refusal by the Raipant to perform his or her employment duties
(except resulting from the Participant’s incapaditie to illness) as reasonably directed by his o
her employer;

(i) willful misconduct by the Participant in the perfeaince of his or her employment dut

(i)  the Participant’s indictment for a felonytfer than traffic related offense) or a misdemeanor
involving moral turpitude; or

(iv)  the Participant’s commission of an act invoty personal dishonesty that results in financial,
reputational, or other harm to the Company andfifiiates and Subsidiaries , including, but not
limited to, an act constituting misappropriationemnbezzlement of property.

Solely for purposes of this Agreement, the @any, in its sole discretion, may consent to tregati
employment of Participant by Parent, or by an Adfté in which the Company and Parent hold, directly
or indirectly, an aggregate of at least 80% ofdbeity or voting interest, the same as if Partiotpa
employed by the Company. The Company’s consest briapproved by the Compasghief financie
officer, provided, however, that if Participantis officer subject to Section 16 of the Exchange Ac
such consent must be approved by the Committee.

Unless otherwise determined by the Committee, thgo® granted hereunder is not transferable b
Participant except by will or the laws of descemd distribution.

The Company will not be required to issue any fom@l shares of Stock pursuant to this Op

2. Exercise.

(@)

Unless otherwise determined by the Committee, thgo® will be exercisable during the Participe
lifetime only by the Participant (or his or her &gepresentative), and after the Participant'shdealy
by the Participant's legal representative. The @ptinay only be exercised by the delivery to
Company of a properly completed written noticefanm specified by the Committee or its desig
which notice must specify the number of sharesto€lSto be purchased and the aggregate exercise
for such shares, together with payment in fullwérsaggregate exercise price. Payment must be im
the manner permitted in Section 6(b)(i)(B) of tharPor as authorized by the Committee pursuania¢b
section. The Option may not be exercised unles®#ntcipant agrees to be bound
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by such documents as the Committee may reasoneqlyre. The Committee may deny any exe
permitted hereunder if the Committee determinestsirdiscretion, that such exercise could resulg
violation of federal or state securities laws.

(b) Upon the expiration of the Option Period, if theti©Op has not yet been exercised and if the Fairkisl
Value of a share of Stock on the expiration datehef Option Period is greater than the sum o
exercise price per share of the Option and apgdichnsaction fees, then the Company will eithy
effectuate an exercise of the Option whereby theoBps simultaneously exercised and shares ofk
thereby acquired are sold, pursuant to a brokeoagemilar arrangement to use some of the proc
from such sale as payment of the exercise priceappticable withholding taxes, or (i) withhold she
of Stock as payment of the exercise price and egqiple withholding taxes. In the event of an exe
and sale, the Company may determine, in its distrewhether to (x) simultaneously exercise ant
the shares of Stock remaining following the exere@ad sale set forth in the foregoing sentencehich
case the Company will remit the net proceeds fraalh®xercise and sale to the Participant (or hise
legal representative); or (y) issue the remainimgras of Stock upon such exercise to the Partitifma
his or her legal representative). If the expirat@nhe Option Period is scheduled to occur dutimg
Restricted Trading Period (as defined in the Comifsinsider Trading Policy) and Participant is 1
subject to the Restricted Trading Period, the Comipaay effect an exercise and sale on behalf ¢
Participant on the last trading day prior to tretsbf the Restricted Trading Period.

3. Taxes.

(@) Generally. The Participant is ultimately liable aedponsible for all taxes owed as a result oettexcis:
of the Option, regardless of any action the Compargny entity employing the Participant (the
“Employer”) takes with respect to any tax withholgiobligations that arise in connection with the
exercise of the Option. Neither the Company noBh®loyer make any representation or undertaking
regarding the taxation of the Option or the treathwd any tax withholding in connection with theagt,
vesting or exercise of the Option. The CompanytAecEmployer do not commit and are under no
obligation to structure the Option to reduce om@liate the Participant’s tax liability.

(b) Payment of Withholding Taxedf the Company or the Employer is obligated téhivold an amount on
account of any tax imposed as a result of the eseeaf the Option, the Participant will be requited
pay such amount to the Company or the Employer poidelivery of shares of Stock. The Company
not be required to deliver shares of Stock unlash svithholding has been paid.

4. Plan Governs. The Option is granted pursuant to the Plan, andDgon and this Agreement are in all resp
governed by the Plan (the terms of which are ino@ied herein by reference) and subject to allhef terms ar
provisions thereof, except as otherwise set foettein.
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5. Employment Rights. No provision of this Agreement or of the Optionmgesd hereunder gives the Participant
right to continue in the employ of the Company, Beent, any Subsidiary or any Affiliate, creaty arference as
the length of employment of the Participant, affdet right of the Employer to terminate the emplewtof the
Participant, with or without Cause in accordancthwipplicable law, or give the Participant any tigh participate i
any employee welfare or benefit plan or other paag{other than the Plan).

In accepting the Options, the Participant acknoggsdthat: (a) the grant of the Option is voluntamg occasional and
does not create any contractual or other righéteive future grants of options, or benefits in k¢ options even if
options have been granted repeatedly in the ggsall(decisions with respect to future Awards pfions or other
equity awards, if any, will be at the sole disaetof the Company; (c) the future value of the ulyiley Stock is
unknown and cannot be predicted with certaintyjrfdjonsideration of the award of the Option,cleim or entitlemen
to compensation or damages will arise from ternmmadf the Option or any diminution in value of tB&ck issued or
issuable upon exercise resulting from the Partidipdaermination of employment by the Employer (&my reason
whatsoever and whether or not in breach of locglleyment laws), and the Participant irrevocablgaskes the
Company, the Parent, the Subsidiary and Affiliaterf any such claim that may arise; (e) in the eeémntvoluntary
termination of the Participant’s employment (whethienot in breach of local employment laws), tlagtieipant’s right
to receive any additional options and to vest itioos granted under the Plan, if any, will termeetffective as of the
date that the Participant is no longer actively lygd and will not be extended by any notice penwhdated under
local law or contract, and the Company will have #xclusive discretion to determine when the Hp#rd is no longer
actively employed for purposes of the Option; I{®@ Company is not providing any tax, legal or ficiahadvice, nor is
the Company making any recommendations regardm@#mticipant’s participation in the Plan, or Rapant’s
acquisition or sale of the underlying shares otkstand (g) the Participant is hereby advised twsatt with his or her
own personal tax, legal and financial advisors reigg the Participant’s participation in the Plafdre taking any
action related to the Plan.

6. Governing Law . This Agreement and the Option granted hereundérbeilgoverned by the internal substar
laws, but not the choice of law rules of the StdtBelaware.

7. Waiver; Cumulative Rights . The failure or delay of either party to requirefpanance by the other party of ¢
provision hereof will not affect its right to reqgeiperformance of such provision unless and uathgerformance h
been waived in writing. Each and every right hedmrns cumulative and may be exercised in parnowhole fron
time to time.

8. Data Privacy . The Participant hereby explicitly and unambigupusnsents to the collection, use and transft
electronic or other form, of his or her personaladas described in this Agreement and any otherrdwaaterial
(“Data”) by and among, as applicable, the Employer, the @Gompthe Parent, the Subsidiaries and Affiliatastia
exclusive purpose of implementing, administering aranaging the Participant’s participation in thanP

The Participant understands that the Company anéhployer may hold certain personal informatiooudlihe
Participant, including, but not limited to, the Bapant's name, home address and telephone nunhdterpf birth,
social insurance number or other identification bem salary, nationality, job title, any sharesStdck or directorships
held in
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the Company, details of all Awards or any entitlatte shares of Stock awarded, canceled, exerciested, unvested
or outstanding in the Participant's favor, for pugpose of implementing, administering and managiegPlan. The
Participant understands that Data may be transfeorany third parties assisting in the implemeatgtadministration
and management of the Plan, that these recipiesyysom located in the Participant's country or elsse, and that the
recipients' country (e.g., the U.S.) may have d#fft data privacy laws and protections than thédhaant’'s country.
The Participant authorizes the recipients to rexgrossess, use, retain and transfer the Datkedtranic or other formr
for the sole purpose of implementing, administeang managing the Participant's participation eRltan, including
any requisite transfer of such Data as may be reduo a third party. Further, the Participant ustinds that the
Participant is providing the consents herein onr@ly voluntary basis. If the Participant does canisent, or if the
Participant later seeks to revoke his or her cansemor her employment status or service andecanéh the Employe
will not be adversely affected; the only adversesemuence of refusing or withdrawing his or herseon is that the
Company would not be able to grant the Participla@iOption or other equity awards or administemarintain such
awards. Therefore, the Participant understandgéfiasing or withdrawing his or her consent mageifthe
Participant’s ability to participate in the Plan.

9. Notices. Any notice which either party hereto may be reqiiioe permitted to give the other must be in wri
and may be delivered personally or by mail, postaggaid, addressed to the Company, at the adgdregsled below
and the Participant at his or her address as sloovthe Company’s or the Employeipayroll records, or to such ot
address as the Participant, by notice to the Coppaay designate in writing from time to time.

To the Company: VMware, Inc.
3401 Hillview Avenue
Palo Alto, CA 94304
Attention: Stock Administrator

10. Captions. Captions provided herein are for convenience anly are not to serve as a basis for interpretaii
construction of this Agreement.

11. Agreement Severable In the event that any provision in this Agreemieriteld invalid or unenforceable, such
provision will be severable from, and such invadlidbr unenforceability will not be construed to kaany effect on, the
remaining provisions of this Agreement.

12. Entire Agreement . This Agreement, subject to the terms and conditanhe Plan and the Award, repres:
the entire agreement between the parties with cé$pehe Option.

Unless the Participant notifies the Company witieim days following receipt of this Agreement thatdr she declin
this Award, the Participant will be deemed to hageepted and agreed to the terms and conditiottisoAgreemer
and the Plan. The Participant acknowledges receipt
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of a copy of the Plan and represents that he orisHamiliar with the terms and provisions therewfich ar
incorporated herein by reference.
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Exhibit 10.12
VMWARE, INC.
2007 EQUITY AND INCENTIVE PLAN
RESTRICTED STOCK UNIT AGREEMENT

I. NOTICE OF GRANT

Unless otherwise defined herein, the terms definede VMware, Inc. 2007 Equity and Incentive P(dre
“Plan”) will have the same defined meanings in tiosice of grant (“Notice of Grant”) and Restrict8tbck Unit
agreement (“Agreement”).

Name: (“Participant”)

Address:

The Participant has been granted an Award of Ré&striStock Units ("RSUs”Each RSU represents the righ
receive one share of Stock, subject to the terrdanditions of this Notice of Grant, the Plan #md Agreement, as
follows:

Grant Number:

Date of Grant:

Vesting Commencement Date:
Number of RSUs:

Vesting Schedule

[VESTING SCHEDULE TO BE REVISED FOR EACH EMPLOYEH]__ ]% of the total Number of RSUs will vest
the [__] month anniversary of the Vesting CommeraenbDate and [ ]% vests on each subsequent [_niimo
anniversary], subject to the Participant’s contiiguemployment with the Company or any Subsidiargugh each
vesting date.

. AGREEMENT

1. Grant of the RSUsThe Company has granted the Participant the nuoflieSUs set forth in the
Notice of Grant. However, unless and until the R&&¢e vested, the Participant has no right to &yen@nt or receir
of any Stock subject thereto. Prior to actual paynoe receipt of any Stock, the RSUs representreecured obligatic
of the Company, payable (if at all) only from thengral assets of the Company.

2. Vesting of RSUs

(@) Subject to Section[s] 2(b) [and] [4] [(“Administat Discretion”)]below, the Participant will ve
in the RSUs in accordance with the vesting schedeteforth in the Notice of Grant; provided, thatthe event th
Participant incurs a termination of employment &y reason other than [those set forth in Sectin[“[Certair
Terminations”]] [due to the Participant’s deathtermination by the Company or Subsidiary due tesdbility” (as
defined under the applicable lotgrm disability plan of the Company or Subsidiary ib there is no such plan,
determined by the Board or the Committee (each’Akeninistrator”))], such that the Participant is no longer emplt
by the Company or any Subsidiary, the Particiganght to vest in the RSUs and to receive the IStetated there!
will terminate effective as of the date that P@pant ceases to be so employed and thereafteRaheipant will hav



no further rights to such unvested RSUs or thdedI&tock. In such case, any unvested RSUs hetlide
Participant immediately following such terminatiohemployment will be deemed reconveyed to the Gamgand th
Company will thereafter be the legal and benefioiaher of the unvested RSUs and will have all tgbts and intere
in or related thereto without further action by tRarticipant. [In the event that the Participanémployment
terminated by reason of death or disability, they anvested portion of the RSUs will automaticalbcelerate and t
Participant will become fully vested in the RSUsngermination of employment by reason of deathlisability.] In
all cases, the date of termination of employmeiitbi determined in the sole discretion of the Adistrator.

(b) Solely for purposes of this Agreement, the Compamyts sole discretion, may consent to tree
employment of Participant by Parent, or by an Adfé in which the Company and Parent hold, direatlyndirectly, ai
aggregate of at least 80% of the equity or votirigrest, the same as if Participant is employethbyCompany. Tt
Company’s consent must be approved by the Compatyef financial officer, provided, however, tlifaParticipant i
an officer subject to Section 16 of the Exchangé such consent must be approved by the Committee.

3. Issuance of StockNo Stock will be issued to the Participant ptmthe date on which the RSUs vest.
After any RSUs vest and subject to the terms &f Agreement, including without limitation Sectid] [‘Death of
Participant”] hereof, the Company will cause tadseied (either in book-entry form or otherwisejhte Participant or
the Participant’s beneficiaries, as the case mayhbé number of shares of Stock correspondingeaimber of such
vested RSUs as soon as administratively practidabtaving vesting, but in no event will the isswanof such shares
be made subsequent to March 15th of the year follpthe year in which the shares vested. No fraalishares of
Stock will be issued under this Agreement. Notwahsgling any provision in the Plan to the contrémg, RSUs will be
settled only in shares of Stock.

[[#]. Certain Terminations.

(a) Death or Disability. In the event that the Participasy@mployment is terminated by reason of d
or termination by the Company due to “disabilitgs(defined under the applicable long-term disagtylian of the
Company or Subsidiary, or, if there is no such ptendetermined by the Board or the Committee (gheh’
Administrator ")), then any unvested portion of the RSUs willauatically accelerate and the Participant will baeo
fully vested in the RSUs upon termination of emphent by reason of death or disability.

(b) Involuntary Terminations Following Change in Comtrd, within the first twelve months
following a “Change in Control” (as defined belowh)e Participant incurs an involuntary terminatedremployment
other than for “Cause” (as defined below) or theiBipant terminates employment for “Good Reas@s ¢efined
below), then, subject to the Participant signind aat revoking the Company’s standard form of emyppéotermination
certificate and a general release of all claimsttiia Participant may have against the Companyfanmma reasonably
satisfactory to the Company, which form will inckudustomary non-solicit and non-disparagement prans (the “
Releas€’), any unvested portion of the RSUs will automallic accelerate, and the Participant will, upondiaé of
such termination, become fully vested in the RSUs.

[(#) Termination within [#] MonthsIf, within [#] months of the Vesting Commencem@te, the
Company terminates the Participant’s employmertaut “Cause” or the Participant terminates emplayimath
“Good Reason” and Section [#](b) “Involuntary Tenmations Following a Change of Control” is not apable to such
termination of employment, then, subject to theiBigant signing and not revoking the Release, 59%ny unvested
RSUs from this Agreement will automatically acceter and the Participant will, upon the date ohsigemination,
become fully vested in such RSUs. The Participaetgipt of benefits under this Section [#(#)]ubject to Section [#
(#)] “Payment Date” and Section [#] “Section 409&eption” below.]

[(c)] Payment DateSubject to Section [#]“Section 409A Exemptids€low, all payments and bene
under subsection (b) [“Involuntary Terminationsibaling a Change of Control”] [and [(#)] [“Terminat within [#]
Months”]] above and the effective date of any acceleratioresfing under subsection (b) [and [#]] as to a®UR helc
by the Participant will become effective on thelb@ay following the Participarg’termination of employment or on i
next business day if such 60th day is not a busidag, with such date referred to as tiayment Date.” The
Company will provide the Release to the Participeitttin five business days of the Participant’siieration of
employment. The Participant will not be entitlecatty payment or benefit under subsection (b) [“loatary



Terminations Following a Change of Control”] [ar{é)] [“Termination within [#] Months”]] above if
the Participant’s Release has not become effeatwa the third business day preceding the PayDatat |

4. Administrator Discretion The Administrator, in its discretion, may accaterthe vesting of the balance, o
some lesser portion of the balance, of the RSldsatime, subject to the terms of the Plan. If sceéerated, such
RSUs will be considered as having vested as ofl#ite specified by the Administrator.

5. Death of ParticipantAny distribution or delivery to be made to thetRgpant under this Agreement will,
if the Participant is then deceased, be made tadh@nistrator or executor of the Participant’saestAny such
administrator or executor must furnish the Compaitls (a) written notice of his or her status ansfaree, and (b)
evidence satisfactory to the Company to estabtishvalidity of the transfer and compliance with deays or
regulations pertaining to said transfer.

6. Taxes.

(@) Generally. The Participant is ultimately liable and respbtesfor all taxes owed in connection
with the RSU, regardless of any action the Compargny entity employing the Participant (the “Emd’) takes
with respect to any tax withholding obligationstthase in connection with the RSU. Neither the @any nor the
Employer make any representation or undertakingroBgg the treatment of any tax withholding in ceation with the
grant or vesting of the RSU or the subsequentafaditock issuable pursuant to the RSU. The Compaudythe
Employer do not commit and are under no obligatmstructure the RSU to reduce or eliminate theidtpant’s tax
liability.

(b) Payment of Withholding TaxedNotwithstanding any contrary provision of thisrAgment, no
Stock will be issued to the Participant, unless amil satisfactory arrangements (as determinethbyAdministrator)
will have been made by the Participant with respethe payment of any taxes which the Companyraetes must b
withheld with respect to the RSUs. The Administrato its sole discretion and pursuant to such @doces as it may
specify from time to time, may satisfy such taxhkiblding obligations, in whole or in part, by withitling otherwise
deliverable Stock having an aggregate Fair Markau® sufficient to (but not exceeding) the minimamount require
to be withheld or by the sale of shares of Stoajaierate sufficient cash proceeds to satisfy anly &ax withholding
obligation. The Participant hereby authorizes tlenfistrator to take any steps as may be necessaffect any such
sale and agrees to pay any costs associated thierewiuding without limitation any applicable lxer’s fees. In
addition, and to the maximum extent permitted by, llne Company may exercise the right to retaitheut notice,
from salary or other amounts payable to the Padidi, cash having a value sufficient to satisfy &xywithholding
obligations that cannot be satisfied by the witkha or sale of otherwise deliverable shares otl&to

7. Changes in Stockin the event that any extraordinary dividend ihreo extraordinary distribution (whether
in the form of cash, Stock, other securities, dieoproperty), recapitalization, stock split, reseestock split,
reorganization, merger, consolidation, spin-ofinbmation, repurchase, or exchange of Stock orabeurities of the
Company, or other similar corporate transactioavant affecting the Stock occurs such that an &dgrst or change is
determined by the Administrator (in its sole disicne) to be necessary or appropriate, the Admiatstrwill
proportionately adjust this Award in accordancenwiite terms of the Plan, including adjustmenthienrtumber and
kind of shares of Stock or other property the Bgrdint would have received upon vesting of the Rpldsvided,
however, that the number of shares of Stock inthvthne RSUs may be converted will always be a eimoimber.

8. Rights as Stockholdemeither the Participant nor any person claiminder or through the Participant v
have any of the rights or privileges of a stockleoldf the Company in respect of any Stock delivieralereunder unle
and until certificates representing such Stock ¢lwimay be in book entry form) will have been issaed recorded on
the records of the Company or its transfer agentegistrars, and delivered to the Participantl(iding through
electronic delivery to a brokerage account). Aftech issuance, recordation and delivery, the Raatit will have all
the rights of a stockholder of the Company withpees to voting such Stock and receipt of dividead distributions
on such Stock.




9. No Effect on EmploymentThe transactions contemplated hereunder andetsting schedule set forth in
the Notice of Grant do not: (i) constitute an exggrer implied promise of continued employment foy period of time,
(i) interfere with right of the Company, the Patieamy Subsidiary or Affiliate right to terminatieet Participant’s
employment at any time in accordance with applieddlv, or (iii) entitle the Participant to pay atiloinal rights under
the Plan or under any other welfare or benefit jpiathe Company, the Parent, any Subsidiary oriAfé.

10. Nature of Grantln accepting the RSUs, the Participant acknowleduggs (a) the grant of the RSUs is
voluntary and occasional and does not create amtyamiual or other right to receive future grarftR8Us, or benefits
in lieu of RSUs even if RSUs have been grantedateoky in the past; (b) all decisions with resgeduture Awards of
RSUs, if any, will be at the sole discretion of @@mpany; (c) the future value of the underlyingc&tis unknown and
cannot be predicted with certainty; (d) in consadien of the Award of RSUs, no claim or entitlementompensation
or damages will arise from termination of the RWsny diminution in value of the RSUs or Stockeiged when the
RSUs vest resulting from the Participant’s termorabf employment by the Employer (for any reasdratsoever and
whether or not in breach of local employment lavas)d the Participant irrevocably releases the Comthe Parent,
the Subsidiary and Affiliate from any such clainattimay arise; (e) in the event of involuntary teration of the
Participant’s employment (whether or not in breattocal employment laws), the Participant’s righteceive RSUs
and vest under the Plan, if any, will terminateefiive as of the date that the Participant is mgdo actively employed
and will not be extended by any notice period mgdiander local law or contract, and the Comparlhave the
exclusive discretion to determine when the Paicips no longer actively employed for purposethefRSUSs; (f) the
Company is not providing any tax, legal or finahaidvice, nor is the Company making any recommeodst
regarding Participant’s participation in the PlanParticipant’s acquisition or sale of the undiexdyStock; and (g) the
Participant is hereby advised to consult with lmis@r own personal tax, legal and financial adw@segarding
Participant’s participation in the Plan before takany action related to the Plan.

11. Black Out Periods The Participant acknowledges that, to the extenvesting of any RSUs occurs
during a “blackout” period wherein certain employeg@acluding the Participant, are precluded frothregeStock, the
Administrator retains the right, in its sole didaa, to defer the delivery of the Stock pursuanthte RSU; provided,
however, that the Administrator will not exerciseright to defer the Participant’s receipt of s&thck if such shares
of Stock are specifically covered by a Rule 1@b%ading plan of the Participant which causes sleres to be exem
from any applicable blackout period then in efféatthe event the receipt of any shares of Stoclefsrred hereunder
due to the existence of a regularly scheduled bolaicgeriod, such shares will be issued to the &paiint on the first de
following the termination of such regularly scheztliblackout period; provided, however, that in nerg will the
issuance of such shares be deferred subsequerarth K5th of the year following the year in whible shares
otherwise would have been issued. In the eventetteipt of any shares of Stock is deferred hereutde to the
existence of a special blackout period, such shailebe issued to the Participant on the first d@jowing the
termination of such special blackout period asrmeteed by the Company’s General Counsel or hiscordelegatee;
provided, however, that in no event will the isst&nf such shares be deferred subsequent to Mathtof the year
following the year in which such shares otherwiseidd have been issued. Notwithstanding the foregany deferred
shares of Stock will be issued promptly to the iBigant prior to the termination of the blackoutipd in the event the
Participant ceases to be subject to the blackaidghelhe Participant hereby represents that teheraccepts the effect
of any such deferral under relevant federal, statelocal tax laws or otherwise.

12. Award is Not TransferableExcept to the limited extent provided in Sectiph[‘Death of Participant”]
above, this Award of RSUs and the rights and pgels conferred hereby will not be transferred gassl, pledged or
hypothecated in any way by the Participant (whellyeoperation of law or otherwise) and will notdgject to sale
under execution, attachment or similar process| tvet Participant has been issued the Stock. Wmynattempt by the
Participant to transfer, assign, pledge, hypotleecabtherwise dispose of this Award, or any righprivilege
conferred hereby, or upon any attempted sale wdeexecution, attachment or similar process,Alard and the
rights and privileges conferred hereby immediataliybecome null and void. The terms of this Agrearhwill be
binding upon the Participant’s executors, admiatstis, heirs, successors and any permitted traesfer

13. Data Privacy The Participant hereby explicitly and unambigupesnsents to the collection, use and
transfer, in electronic or other form, of his or personal data as described in this Agreementagather RSU grant
materials (“Data”) by and among, as applicable Ehgloyer, the Company, the Parent, the Subsidiame Affiliates



for the exclusive purpose of implementing, admarisig and managing the Participant’s participatiothe
Plan.

The Participant understands that the Company anéhployer may hold certain personal informatiooudlihe
Participant, including, but not limited to, the Bapant’s name, home address and telephone numagr of birth,
social insurance number or other identification bem salary, nationality, job title, any sharesStdck or directorships
held in the Company, details of all RSUs or anytiement to shares of Stock awarded, canceledcesest, vested,
unvested or outstanding in the Participant’s faf@mrthe purpose of implementing, administering amahaging the
Plan. The Participant understands that Data masabsferred to any third parties assisting in thplementation,
administration and management of the Plan, thaetihecipients may be located in the Participaristry or
elsewhere, and that the recipients’ country (¢hg U.S.) may have different data privacy laws pratections than the
Participant’s country. The Participant authoriZes iecipients to receive, possess, use, retaitransfer the Data, in
electronic or other form, for the sole purposengblementing, administering and managing the Pagditis
participation in the Plan, including any requigitensfer of such Data as may be required to a grarty. Further, the
Participant understands that the Participant isidnag the consents herein on a purely voluntagidhdf the Participal
does not consent, or if the Participant later seeksvoke his or her consent, his or her employrsttus or service
and career with the Employer will not be adversdfgcted; the only adverse consequence of refumingthdrawing
his or her consent is that the Company would natlide to grant the Participant RSUs or other ecpuitgrds or
administer or maintain such awards. ThereforePiduicipant understands that refusing or withdrawirs or her
consent may affect the Participant’s ability totggpate in the Plan.

14. Entire Agreement This Agreement, subject to the terms and conutif the Plan and the Notice of
Grant, represents the entire agreement betweguatties with respect to the RSUs.

15. Binding Agreement Subject to the limitation on the transferabilifythis Award contained herein, this
Agreement will be binding upon and inure to thedfgrof the heirs, legatees, legal representatisescessors and
assigns of the parties hereto.

16. Additional Conditions to Issuance of Certificates $tock. The Company will not be required to issue
any certificate or certificates for Stock hereungléor to fulfilment of all the following conditins: (a) the admission of
such Stock to listing on all stock exchanges orctvisuch class of stock is then listed; (b) the detigm of any
registration or other qualification of such Stoceldar any state, federal or foreign law or undertiiags or regulation
of the Securities and Exchange Commission or angrajovernmental regulatory body, which the Adntrai®r, in its
absolute discretion, deems necessary or advis@)lthe obtaining of any approval or other cleaeafiom any state,
federal or foreign governmental agency, which tldenistrator, in its absolute discretion, deterrsit@ be necessary
or advisable; and (d) the lapse of such reasonmsled of time following the date of vesting of tR&Us as the
Administrator may establish from time to time feasons of administrative convenience.

17. Plan Governs This Agreement is subject to all terms and piiowis of the Plan. In the event of a conflict
between one or more provisions of this Agreemedtare or more provisions of the Plan, the provisiohthe Plan
will govern.

18. Administrator Authority. The Administrator will have the power to interptize Plan and this Agreement
and to adopt such rules for the administratiorerprietation and application of the Plan as areistarg therewith and
to interpret or revoke any such rules. All actitelgen and all interpretations and determinationdarigy the
Administrator in good faith will be final and bimdj upon the Participant, the Company, the Emplayerall other
interested persons. No member of the Administraithibe personally liable for any action, deterntina or
interpretation made in good faith with respect® Plan or this Agreement.

19. Captions. Captions provided herein are for convenience anly are not to serve as a basis for
interpretation or construction of this Agreement.

20. Definitions. [In the event that the term “Cause” is not dedine an employment agreement entered into
by the Participant, the occurrence of any of thie¥ang, as reasonably determined by the Comparth@r
Administrator in good faith, will constitute “Causerovided that the Participant has been given ndtycthe Compan



of the existence of Cause and, if the existend@anfse is curable, a reasonable opportunity totberexistence
of such Cause:] [Unless otherwise defined in anleympent agreement entered into between the Patitignd the
Company that covers this grant, the terms set faetbw will have the following meaning€ause. The occurrence of
any of the following, as reasonably determinedigy@ompany in good faith, will constitute “Cause”:]

(i) willful neglect, failure or refusal by the Partiaipt to perform his or her employment duties (exce
resulting from the Participant’s incapacity duellttess) as reasonably directed by his or her eygslo

(i) willful misconduct by the Participant in the permance of his or her employment duties;

(i)  the Participant’s indictment for a felony (otheanrtraffic related offense) or a misdemeanor
involving moral turpitude; or

(iv) the Participant's commission of an act involvinggmmal dishonesty that results in financial,
reputational, or other harm to the Company anfffiiates and Subsidiaries, including, but not iied to, an act
constituting misappropriation or embezzlement ofpgirty.

[The Company is required to deliver a Notice ofrigration (as defined below) to the Participant tmd
provide 30 days to remedy the event or conditimmgirise to Cause (if such event or conditionapable of remedy)
in order to terminate his or her employment for €aWo act or failure to act on the Participands will be deemed
“willful” for purposes of this Cause definition weds committed or omitted by the Participant in fagith and without
reasonable belief that his or her act or failuradbwas in, or not opposed to, the best interdstse Company.]

[[ (#)] Change in Control. “Change in Control” of the Company means andudek any of the
following occurrences:

(1) Any Person is or becomes th8é&neficial Owner” (as defined in Rule 13d-3
promulgated under the Securities and Exchange At®®4, as amended (thd&ekchange Act”)) directly or indirectly,
of securities of the Company representing 35% arenodthe combined voting power of the Companyénth
outstanding securities, excluding any Person whones a Beneficial Owner in connection with subead?) below.
For the avoidance of doubt, any change in the Rerato are the direct or indirect Beneficial Owngfrghe securities
of Parent will not be deemed to constitute a changlee direct or indirect Beneficial Owners of tiempany for
purposes of this subsection (1);

(2) There is consummated a merger or consolidatioheOompany with any other
corporation or similar entity, other than (A) a per or consolidation which would result in the wgtisecurities of the
Company outstanding immediately prior to such meogeonsolidation continuing to represent (eithgremaining
outstanding or by being converted into voting s#ies of the surviving entity or any parent thepeaifleast 50% of the
combined voting power of the securities of the Campor such surviving entity or any parent the@attanding
immediately after such merger of consolidation(Byra merger or consolidation effected to implemeent
recapitalization of the Company (or similar trarigag in which no Person is or becomes the BeraflOwner, directl
or indirectly, of securities of the Company (natluding in the securities Beneficially Owned by lsirerson any
securities acquired directly from the Company siaifffiliates) representing 35% or more of the carativoting power
of the Company’s then outstanding securities; or

(3) The stockholders of the Company approve a plamwoiptete liquidation or dissolution of
the Company, or there is consummated an agreemetiitef sale or disposition by the Company of akwostantially
all of the Company’s assets, other than, followarf355 Distribution” (as defined below), a saled@position by the
Company of all or substantially all of the Compangssets to an entity, at least 50% of the comhbingdg power of
the voting securities of which are owned by stodtters of the Company in substantially the same qutogns as their
ownership of the Company immediately prior to ssale.

Any other provision of this definition notwithstand, the term Change in Control will not be deerteed
have occurred by virtue of: (i) any transaction athiesults in such Participant, or a group of Regso which such
Participant has a substantial interest, acquidirgctly or indirectly, 35% or more of either theet outstanding shares



of common stock of the Company or the combinedngptiower of the Company’s then outstanding
securities, or (ii) Parent’s distribution of ther@pany’s shares in a transaction intended to qualify distabution unde
Section 355 (‘355 Distribution ”) of the Internal Revenue Code of 1986, as ameifted Code™).]

[[(#)]* Good Reasort for a Participant to resign his or her employmergans that one or more of the
following has occurred without his or her expresgten consent:

(1) any materially adverse alteration in the Particijzarole, reporting relationship or in the
nature or status of the Participant’s responsigditelative to his or her role, reporting relasibip or responsibilities [at
any time following the Change in Control], providiénat neither a mere change in title nor in the flaat the Participal
no longer holds [following a Change in Control] s&me position in a public company as he or she heflore the
transaction will alone constitute Good Reason;

(2) a material diminution by the Company in the Pgpagit's base salary, or a material
diminution by the Company in the Participant’s &rigvel of annual incentive bonus relative todridier highest base
salary and highest target level of annual incerttimeus, respectively, or ineligibility for a bonpiogram providing for
a target level of annual incentive bonus [followan@hange in Control] (in each case excluding acton in based
salary or bonus opportunity that also is applieditgimilarly situated employees of the Compang drat reduces the
Participant’s base salary or bonus opportunity pgrentage reduction that is no greater thanothiedt percentage
reduction applied to any other such individual);

(3) relocation of the Participant’s principal placeeofiployment to a location more than 50
miles from his or her principal place of employmanany time following a Change in Control (whiclayrbe his or he
home); or

(4) a material breach of the Company’s obligations utigie Agreement.

In order for a Participant to invoke a terminatehre to Good Reason in a manner that would eniithe h
or her to acceleration pursuant to Section [#] [t&@@ Terminations”] above, (i) the Participant rpsovide a Notice
of Termination to the senior officer of the Companiduman Resources group of his or her intentiderminate due t
such event or condition within 90 days of the alibccurrence or existence of such event or candand provide the
Company with 30 days from receipt of the noticeeimedy the event or condition, (ii) the Company nfai to effect
such remedy within the 30-day cure period, anjithié effective date of the resignation must oaeitiin 90 days after
the end of the 30-day cure period. ]

[[(#)] “ Notice of Termination” means a written notice by the Company in the eiesterminating th
Participant’s employment with Cause or by the Bgdint in the event he or she is resigning for GRedson, which
written notice indicates the specific provisiorthins Agreement being relied upon and sets fortteasonable detail any
facts and circumstances claimed to provide a Bassuch termination of the Participant's employtnender the
provision so indicated.]

[[(#)] “ Person” has the meaning ascribed to such term in Se&faj(9) of the Exchange Act and as
used in Sections 13(d) and 14(d) thereof, includirggoup as defined in Section 13(d) of the Exclkahet but
excluding (i) the Company or Parent, any of thegpective subsidiaries or any employee benefit g@msored or
maintained by the Company, Parent or any of tlespective subsidiaries (including any trustee beotiduciary of
any such plan), (i) an underwriter temporarilydinof securities pursuant to an offering of suctusges, or (iii) a
corporation owned, directly or indirectly, by thheckholders of the Company in substantially the s@moportions as
their ownership of stock of the Company.]

[[(#)]. Cancellation, Recission and Recoupn@mward . Participant hereby acknowledges that this Award
and any shares of Stock issued pursuant to thigd\eue subject to cancellation, recission, repayraenther action at
the discretion of the Board or the Committee agaéh in Section 7(d) of the Plan in the event tharticipant engages
in “Detrimental Activity” as such term is defineletrein.]

[[(#)]. Section 409A Exemptionlt is intended that the Award satisfy, to theajest extent possible, the




exemption from the application of Section 409Alaé Code provided under Treasury Regulation Section
1.409A-1(b)(4) or to comply with Code Section 40@#4d the Award will be so interpreted and admineste
Notwithstanding the foregoing, if the Company detiees that the Award may not either be exempt foorcompliant
with Code Section 409A, the Company may, with theiBipant’s prior written consent, adopt such admants to this
Agreement or adopt other policies and proceduresu@ing amendments, policies and procedures witloactive
effect), or take any other actions, that the Corgbetermines are necessary or appropriate to ¢inex the Award
from Code Section 409A and preserve the intendetréatment of the Award, or (ii) comply with thequirements of
Code Section 409A; provided, however, that thereisbligation on the part of the Company to adopt such
amendment, policy or procedure or take any sucératttion, and in any event, no such action wduiee the amount
of compensation that is owed to the Participanturitis Award without the Participant’s prior weitt consent.]

21. Agreement Severabldn the event that any provision in this Agreemaititbe held invalid or
unenforceable, such provision will be severablenfrand such invalidity or unenforceability will noé construed to
have any effect on, the remaining provisions of thjreement.

22. Notice of Governing Law This Agreement will be governed by the internddstantive laws, but not the
choice of law rules of the State of Delaware.

23. Waiver; Cumulative RightsThe failure or delay of either party to requierfprmance by the other party
of any provision hereof will not affect its right tequire performance of such provision unlessuani such
performance has been waived in writing. Each amayesrght hereunder is cumulative and may be egecttin part or
in whole from time to time.

24. Notices. Any notice which either party hereto may be reggiior permitted to give the other must be in
writing and may be delivered personally or by madstage prepaid, addressed to the Company, atittress provided
below, and the Participant at his or her addreshaan on the Company’s, or the Employer’s payestbrds, or to
such other address as the Participant, by notiteet@€ompany, may designate in writing from timeéince.

To the Company: VMware, Inc.
3401 Hillview Avenue
Palo Alto, CA 94304
Attention: Stock Administrator

Unless the Participant notifies the Company witieim (10) days following receipt of this Agreemdmtthe or she
declines this Award, the Participant will be deeretave accepted and agreed to the terms andtioorsdof this
Agreement and the Plan. The Participant acknowkedgeeipt of a copy of the Plan and representshihar she is
familiar with the terms and provisions thereof, @efhare incorporated herein by reference

v.06.03.13



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. | have reviewed this quarterly report on Fol®rQof VMware, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4.  The registrant’s other certifying officer(s)dahare responsible for establishing and maintainiisclosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15d))15f&d internal control over financial reporting @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

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

b. Designed such internal control over finanodgdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargaadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c.  Evaluated the effectiveness of the registradiSslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regasi's internal control over financial reporting;dan

5.  The registrant’s other certifying officer(s)danhave disclosed, based on our most recent et@aduef internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons 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 regigfeability to record, process, summarize and refiwoancial information; and

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

Date: August 2, 2013 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. | have reviewed this quarterly report on Fol®rQof VMware, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4.  The registrant’s other certifying officer(s)dahare responsible for establishing and maintainiisclosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15d))15f&d internal control over financial reporting @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

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

b. Designed such internal control over finanodgdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargaadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c.  Evaluated the effectiveness of the registradiSslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regasi's internal control over financial reporting;dan

5.  The registrant’s other certifying officer(s)danhave disclosed, based on our most recent et@aduef internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons 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 regigfeability to record, process, summarize and refiwoancial information; and

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

Date: August 2, 2013 By: /s/ Jonathan C. Chadwick

Jonathan C. Chadwick
Chief Financial Officer and Executive Vice Presideh
(Principal Financial Officer and Principal Accounting 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 \@.SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that, to my knowledge, the Quarterly Report of VMeyanc. on Form 10-Q for the fiscal quarter endede 30, 2013 fully complies with the

requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and the information efmed in such Form 10-Q fairly presents,
in all material respects, the financial conditiodaesults of operations of VMware, Inc.

Date: August 2, 2013 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

I, 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 RepbiMware, Inc. on Form 10-Q for the fiscal quargsrded June 30, 2018lly complies with
the requirements of Section 13(a) or 15(d) of theusities Exchange Act of 1934 and the informationtained in such Form 10-Q fairly
presents, in all material respects, the finanaaldition and results of operations of VMware, Inc.

Date: August 2, 2013 By: /s/ Jonathan C. Chadwick

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




