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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities¥éhange Act of 1934
Date of Report (Date of earliest event reported): @anuary 25, 2013

VMware, Inc.

(Exact name of registrant as specified in its chaer)

Commission File Number: 001-33622

Delaware 94-3292913
(State or other jurisdiction (IRS Employer
of incorporation) Identification No.)

3401 Hillview Avenue, Palo Alto, CA 94304

(Address of principal executive offices, includingip code)

(650) 427-5000

(Registrant’s telephone number, including area code

(Former name or former address, if changed since & report)

Check the appropriate box below if the Form 8K filing is intended to simultaneously satisfy thdiling obligation of the registrant under any of
the following provisions:

O  Written communications pursuant to Rule 425 under he Securities Act (17 CFR 230.42¢
Soliciting material pursuant to Rule 14«12 under the Exchange Act (17 CFR 240.1-12)
Pre-commencement communications pursuant to Rule 1-2(b) under the Exchange Act (17 CFR 240.1-2(b))
Pre-commencement communications pursuant to Rule 1-4(c) under the Exchange Act (17 CFR 240.1-4(c))
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Item 2.02 Results of Operations and Financial Condition

On January 28, 2013, VMware, Inc. (“VMware”) isswegress release announcing its financial resoitthe quarter ended December 31,
2012. The press release, which includes informatgarding VMware’s use of non-GAAP financial meas.l is attached hereto as Exhibit 99.1 and
is incorporated by reference herein.

The information in this Item 2.02 and the Exhititeahed hereto will not be deemed “filed” for puspe of Section 18 of the Securities
Exchange Act of 1934 (the “Exchange Act”) or othsensubject to the liabilities of that section, malt it be deemed incorporated by reference in
any filing under the Securities Act of 1933 or Bsechange Act, regardless of any general incorpamdénguage in such filing.

Item 2.05 Costs Associated With Exit or Disposal Activities

In order to enable the company to focus its busimesstrategic areas it has determined to be noogpelling, on January 25, 2013, VMware
approved, subject to compliance with all applicdb@gal obligations, a plan to streamline its ogerat. The plan includes the following components:

* The elimination of approximately 900 positions geasonnel, expected to result in a charge in thggaf $70 million to $80 millior
Any such proposals in countries outside the UnBtates will be subject to a review of efficienagsources and performan:

« A planned exit of certain lines of business andsotidation of facilities, which are expected touleén a charge in the range of $20
million to $30 million.

The plan is expected to be completed by the e@®®8. Finalization of the plan will be subject écdl information and consultation processes
with employee representatives if required by laie Total charge resulting from this plan is expgd¢tebe between $90 million and $110 million,
with total cash expenditures associated with the pikpected to be in the range of $80 million t6 B8llion.

Iltem 9.01 Financial Statements and Exhibits
(d) Exhibits

99.1 Press release of VMware, Inc. dated January 28

Forward-Looking Statements

This Current Report on Form 8-K contains forwarddimg statements including, among other thinggestaents regarding the amount and
timing of the expected charges and cash expenditetated to the plan described herein. These follemking statements are subject to the safe
harbor provisions created by the Private Securitiggation Reform Act of 1995. Actual results cdudiffer materially from those projected in the
forward-looking statements as a result of certaik factors, including but not limited to VMwaregdility to implement the workforce reductions and
other components of the plan in various geographied possible changes in the size and componétiie expected charges and cash expenditures.
These forward-looking statements are based onrmLespectations and are subject to uncertaintidschanges in condition, significance, value and
effect as well as other risks detailed in documéled with the Securities and Exchange Commissiieciuding our most recent reports on FormKLO-
and Form 10-Q and current reports on Form 8-Kreatnay file from time to time, which could causéuat results to vary from expectations.
VMware assumes no obligation to, and does not otlyrentend to, update any such forw-looking statements after the date of this rele



SIGNATURES

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

VMware, Inc.

Date: January 28, 2013 By: /s/ Jonathan Chadwick
Jonathan Chadwick
Chief Financial Officer and Executive Vice Presit




Exhibit 99.1

vmware

VMware Reports Record Fourth Quarter and Full Year 2012 Results
- Annual Revenue Growth of 22% to a record $4.6lloBiwith Fourth Quarter Year-over-Year Growth22% to a record $1.29 Billion

- Annual Operating Margin 18.9%; Non-GAAP Operatiigrgin a record 32.4%. Fourth Quarter Operating M 19.5%; Non-GAAP
Operating Margin a record 32.8%

PALO ALTO, Calif., January 28, 2013— VMware, Inc. (NYSE: VMW), the global leader inrtalization and cloud infrastructure, today
announced financial results for the fourth quaated full year of 2012:

Revenues for the fourth quarter were $1.29 billamjncrease of 22% from the fourth quarter of 2!

Operating income for the fourth quarter was $25lani an increase of 18% from the fourth quarte2@11. Noi-GAAP operating
income for the fourth quarter was $424 million,imecrease of 25% from the fourth quarter of 2C

Net income for the fourth quarter was $206 million$0.47 per diluted share, compared to $200anillor $0.46 per diluted share,
the fourth quarter of 2011. Non-GAAP net incometfar quarter was $349 million, or $0.81 per dilutbdre, compared to $266 million,
or $0.62 per diluted share, for the fourth quanfe2011.

Fourth quarter Nc-GAAP diluted EPS was $0.81, an increase of 30.&¥h fihe fourth quarter of 201

Operating cash flows for the fourth quarter wer@3psillion, a decrease of 12% from the fourth geladf 2011. Free cash flows for t
quarter were $412 million, a decrease of 19% froenfourth quarter of 201

Revenues for 2012 were $4.61 billion, an increds2266 from 2011

Operating income for 2012 was $872 million, an éase of 19% from 2011. N-GAAP operating income for 2012 was $1.49 billion,
increase of 28% from 201

Net income for 2012 was $746 million, or $1.72 giduted share, compared to $724 million, or $1.68giluted share, for 2011. N-
GAAP net income for 2012 was $1.24 billion, or &r diluted share, compared to $936 million, 243 per diluted share, for 201

Annual Nor-GAAP diluted EPS was $2.85, an increase of 31.4%nf2011.

Operating cash flows for 2012 were $1.90 billionlegrease of 6% and free cash flows for the yeae %&.66 billion, a decrease of 7%
from 2011.

Cash, cash equivalents and s-term investments were $4.63 billion and unearngdmee was $3.46 billion as of December 31, 2

U.S. revenues for 2012 grew 22% to $2.23 billia@nfr2011. International revenues grew 22% to $2ili8rbfrom 2011.



License revenues for 2012 were $2.09 billion, andase of 13% from 2011. Service revenues, whicludie software maintenance and professional
services, were $2.52 billion for 2012, an increafs&1% from 2011.

Annual 2013 total revenues are expected to beamahge of $5.230 billion to $5.350 billion, annease of approximately 14 to 16 percent from
2012, and annual license revenues are expectadvolgptween 8 and 11 percent.

First quarter 2013 total revenues are expectee fa the range of $1.170 billion to $1.190 billi@m increase of approximately 11 to 13 percent from
the first quarter 2012.

“2012 was a strong year for VMware, with solid @éults despite a tough economic environment,” BaidGelsinger, chief executive officer,
VMware. “We see a tremendous market opportuni®dh3 and beyond, as we focus on what our custovaéus most: VMware’s role as a pioneer
of virtualization technologies that radically sinfpll T infrastructure from the data center to theuwal workspace.”

Recent Highlights & Strategic Announcements

* On October 9, VMware unveiled an updated cloud rganeent portfolio, including significant enhancensaiot the management produ
in the VMware vCloud® Suite. VMware also introdua@dew product to the suite, VMware vCloud Automat@enter™ 5.1, to further
simplify and automate governance services acrossphey heterogeneous clouds. The announcementgtrened the VMware vClouwd
Suite 5. the first solution to deliver the softwi-defined datacente

*  On December 4, VMware announced the newly formgdtBi Initiative, in which VMware and EMC are conttitig key existing
technology, people and programs from both compédni@ssed on Big Data and Cloud Application Platferumder one virtual
organization. The Pivotal Initiative will enablenaw generation of workloads that can exploit theaadements VMware is driving with
the softwar-defined datacenter, the de facto infrastructuteeheart of cloud computing, and with -user computing

» In December, VMware established the Network anduBgcVirtualization group internally to align opegtions, engineering and go to
market efforts to drive demand for next generatietworking solutions associated with the softwasémtd datacenter. The Company
appointed Stephen Mullaney, formerly CEO of Nicaa,vice president and general manager of the nganization.

VMware plans to host a conference call today téesevts fourth quarter and full year 2012 resultsl #o discuss its financial outlook. The call is
scheduled to begin at 2:00 p.m. PT/ 5:00 p.m. EX@an be accessed via the Web at http://ir.vmwane.cThe webcast will be available live, and a
replay will be available following completion ofeliive broadcast for approximately 60 days.

HH#H

About VMware

VMware is the leader in virtualization and cloudrastructure solutions that enable businessegitetin the Cloud Era. Customers rely on VMware
to help them transform the way they build, delimad consume Information Technology resources irman®@r that is evolutionary and based on their
specific needs. With 2012 revenues of $4.61 bijlMware has more than 480,000 customers and 558f@ers. The company is headquartered in
Silicon Valley with offices throughout the world gwecan be found online at www.vmware.com

HH#H

VMware, vCloud Automation Center and VMware vClare registered trademarks or trademarks of VMwlare,in the United States and other
jurisdictions. Other marks mentioned herein arderaarks, which are proprietary to VMware, Inc. nother company



Use of Non-GAAP Financial Measures

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

Forward-Looking Statements

This press release contains forward-looking statgsnacluding, among other things, statements diggryMware’s expected first quarter and
annual 2013 revenues and annual 2013 license respWiware’s market opportunity; and the benefitthe Pivotal Initiative. These forward-
looking statements are subject to the safe hantmtigions created by the Private Securities LitmaReform Act of 1995. Actual results could differ
materially from those projected in the forward-loukstatements as a result of certain risk faciocduding but not limited to: (i) adverse changes
general economic or market conditions; (ii) delayseductions in consumer or information technoleggnding; (iii) competitive factors, including
but not limited to pricing pressures, industry aditation, entry of new competitors into the viti@ation market, and new product and marketing
initiatives by our competitors; (iv) factors thdfezt timing of license revenue recognition suchpesduct announcements and promotions and beta
programs; (v) our customers’ ability to developd &m transition to, new products and computingtsgi@s such as cloud computing, desktop
virtualization and the software defined data cer(igy the uncertainty of customer acceptance oéigimg technology; (vii) changes in the
willingness of customers to enter into longer téimansing and support arrangements; (viii) rapzht®logical and market changes in virtualization
software and platforms for cloud and desktop comgu{ix) changes to product development timeli@sVMware’s relationship with EMC
Corporation and EMC'’s ability to control mattersju&ing stockholder approval, including the eleotaf VMware’s board members; (xi) our ability
to protect our proprietary technology; (xii) ouiildf to attract and retain highly qualified empkss; (xiii) the successful integration of acquired
companies and assets into VMware; and (xiv) fluiiigecurrency exchange rates. These forwaoking statements are based on current expecs
and are subject to uncertainties and changes iditaam, significance, value and effect as well #%eo risks detailed in documents filed with the
Securities and Exchange Commission, including oostrrecent reports on Form 10-K and Form 10-Q amckot reports on Form 8-K that we may
file from time to time, which could cause actuauks to vary from expectations. VMware assumesbimation to, and does not currently intend to,
update any such forward-looking statements afeedtite of this release.

Contacts:

Paul Ziots

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

Joan Stone

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




VMware, Inc.

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

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowance for doub#fttounts of $4,267 and $3,7
Due from EMC, ne
Deferred tax assi
Other current asse
Total current asse
Property and equipment, r
Other assets, n
Deferred tax ass:
Intangible assets, n
Goodwill

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued expenses and ott
Unearned revenue
Total current liabilities
Note payable to EM(
Unearned revenue
Other liabilities
Total liabilities
Commitments and contingenci
Stockholders' equity
Class A common stock, par value $.01; authorizB8@000 shares; issued and outstanding 128,68
123,610 share
Class B convertible common stock, par value $.0fha@ized 1,000,000 shares; issued and outstar3die@00
shares
Additional paic-in capital
Accumulated other comprehensive incc
Retained earning
Total stockholders' equit

Total liabilities and stockholders' equ

December 31
December 31

2012 2011
$ 1,609,32.  $1,955,75!
3,021,51. 2,556,45!
1,150,901 882,85
67,93 73,79¢
179,43( 128,47
90,93t 80,43¢
6,120,03! 5,677,77.
664,66 525,49(
128,70: 154,23t
103,00: 156,85!
731,85: 407,37"
2,848,13I 1,759,08!
$10,596,39 $8,680,80:
$ 89,56: $ 49,74
674,74¢ 587,65(
2,195,92i 1,764,10
2,960,23. 2,401,501
450,00( 450,00(
1,264,63! 944,30¢
181,53¢ 114,71:
4,856,41.  3,910,52
1,287 1,23¢
3,00(¢ 3,00(C
3,431,711 3,212,26.
5,67¢ 1,17¢
2,298,30:i 1,552,601
5,739,98: 4,770,28;
$10,596,39 $8,680,80!




VMware, Inc.

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

(unaudited)
For the Three Months Ended For the Year Ended
December 31, December 31,
2012 2011 2012 2011

Revenues

License $ 596,72( $ 513,76° $2,086,991  $1,841,16!

Services 696,43! 546,53! 2,518,05 1,925,92
Total revenue 1,293,15! 1,060,30; 4,605,04 3,767,091
Operating expenses (-

Cost of license revenur 63,39: 56,38¢ 237,02 207,39¢

Cost of services revenu 128,43: 110,48! 484,29¢ 414,58¢

Research and developm 268,32: 216,99: 999,21« 775,05:

Sales and marketir 478,40: 385,23t 1,644,84 1,334,34

General and administrati 102,08: 77,144 367,71t 300,54:
Operating incomi 252,52! 214,05t 871,94: 735,17:
Investment incom 6,36¢ 4,68¢ 26,557 16,157
Interest expense with EM (1,047 (2,060 (4,659 (3,906
Other income (expense), r 2,082 (8,81%) (732) 46,99
Income before income tax 259,92 208,86t 893,11+ 794,41
Income tax provisiol 54, 15¢ 8,43¢ 147,41 70,477
Net income $ 205,76¢ $ 200,42 $ 745,70. $ 723,93¢
Net income per weight-average share, basic for Class A and Cla $ 0.4t % 047 % 178 $ 1.72
Net income per weight-average share, diluted for Class A and Cla $ 047 $ 0.46 $ 172 $ 1.6€
Weightec-average shares, basic for Class A and Cle 427,26t 422,87 426,65¢ 421,18t
Weightec-average shares, diluted for Class A and Cla 433,20! 431,37! 433,97: 431,75(
(1) Includes stoc-based compensation as follov

Cost of license revenu $ 547  $ 33t $ 2072 $ 1,60¢

Cost of services revenu 7,482 5,99: 28,22( 23,38¢

Research and developm 62,77¢ 39,64 210,37 174,26«

Sales and marketir 39,10( 25,13¢ 149,87 95,68¢

General and administratiy 13,89« 9,65( 48,107 40,20¢



VMware, Inc.

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

For the Three Months Ended
December 31,

For the Year Ended
December 31,

Operating activities:
Net income

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

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

2012 2011 2012 2011
$ 20576! $ 20042t $ 74570, $ 723,93
93,27¢ 86,22t 354,86t 315,87
123,80: 80,75¢ 425,99 335,15
(27,225) (26,81 (138,13) (224,50))
— — — (56,000)
3,64¢ 10,62¢ 2,35¢ 21,42(
(469,94)  (336,12) (267,63) (263,36()
9,597 15,57¢ (112,261 (75,879
(21,759 (61,310 5,86¢ (18,370)
(2,426) (3,960) 23,69: (16,517
84,97¢ 100,35: 21,99 115,02
19,48¢ 23,01¢ 19,48¢ 269,25t
10,84: 27,26 138,50¢ 79,18:
(3,967) (28,93¢) (74,06() (19,662
467,29 474,30( 751,15 840,08:
493,37 561,40 1,897,52: 2,025,63;
(81,63 (52,91 (234,45¢) (230,09)
— — — (151,08
— — — (73,99
(469,04)  (584,39)  (3,188,68)  (2,667,88)
227,44 208,05 1,880,54 816,35
133,63 249,70 901,74 974,41
— — — 78,51
— — (1,344,21) (303,61()
— — — (22,39)
(37,19 (815) (49,557) (31,18))
(226,799  (180,35)  (2,034,62)  (1,610,97)
38,93¢ 52,33: 253,15 337,61t
(160,52 (35,28 (467,53 (526,209
27,22t 26,81 138,13 224,50
(43,100) (18,979 (133,10 (123,78)
(137,46) 24,87 (209,33%) (87,869
129,12 405,92 (346,43 326,79
1,480,200  1,549,82 1,955,75 1,628,96!
$1,609,32.  $1,955,75 $1,609,32. $1,955,75




VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended December 31, 2012
(in thousands, except per share amounts)

(unaudited)
Capitalized
Employer Acquisition Software Tax
Payroll Taxes Developmen Adjustment
Stock-Based on Employee Intangible Related Non-GAAP,
GAAP Compensatior Stock Transaction: Amortization Iltems Costs (1) (2) as adjusted
Operating expense
Cost of license revenur $ 63,39 (547) a7 (25,277) — (13,15)) — $ 24,407
Cost of services revenu $128,43: (7,482) (199 (1,09¢) — — — $ 119,65
Research and developme $268,32: (62,779 (1,277) (1,259 — — — $ 203,01
Sales and marketir $478,40: (39,100 (1,076 (3,09€6) — — — $ 435,12
General and administrati\ $102,08: (13,899 (631) — (494) — — $ 87,06:
Operating incom: $252,52! 123,80: 3,19¢ 30,71¢ 494 13,15: — $ 423,88t
Operating margir 19.5% 9.6% 0.3% 2.4% — 1.0% — 32.8%
Income before income tax $259,92: 123,80: 3,19¢ 30,71¢ 494 13,15 — $ 431,28!
Income tax provisiol $ 54,15¢ 27,83 $ 81,98
Tax rate 20.8% 19.0%
Net income $205,76¢ 123,80: 3,19t 30,71¢ 494 13,15: (27,837 $ 349,29
Net income per weight-
average share, basic fi
Class A and Class B (: $ 04¢ $ 0.2¢ $ 0.01 $ 0.07 $ = $ 0.02 $ (0.06) $ 0.82
Net income per weight-
average share, diluted
for Class A and
Class B (4, $ 047 $ 0.2¢ $ 0.01 $ 0.07 $ — $ 0.02 $ (0.0€) $ 0.81

(1) For the fourth quarter of 2012, no costs were edipéd for the development of software products.oftimation expense from previously capitalized antswas $13.2 millior

(2) Nonr-GAAP financial information for the quarter is adjess for a tax rate equal to our annual estimatedate on no-GAAP income. This rate is based on our estimatedianGAAP income
tax rate forecast, adjusted to account for itentuebed from GAAP income in calculating the non-GAfancial measures presented above. Our estintatedte on non-GAAP income is
determined annually and may be adjusted duringéhe to take into account events or trends thavelieve materially impact the estimated annual iratkiding, but not limited to, significant
changes resulting from tax legislation, materiaraies in the geographic mix of revenues and exparskother significant events. Due to the diffeesnn the tax treatment of items exclu

from non-GAAP earnings, as well as the methodolagplied to our estimated annual tax rates as destebove, our estimated tax rate on non-GAAP ircoray differ from our GAAP tax
rate and from our actual tax liabilitie

(3) Calculated based upon 427,266 basic wei¢-average shares for Class A and Clas

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



VMware, Inc.

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

(unaudited)
Capitalized
Employer Acquisition Software Tax
Payroll Taxes Developmen Adjustment
Stock-Based on Employee Intangible Related Non-GAAP,
GAAP Compensatior Stock Transaction: Amortization Iltems Costs (1) (2) as adjusted
Operating expense
Cost of license revenur $ 56,38¢ (339 27) (13,187 — (22,04 — $ 20,79¢
Cost of services revenu $110,48! (5,999 (160) (1,24)) — — — $ 103,09
Research and developme $216,99: (39,649 (1,486 (79€) — — — $ 175,06
Sales and marketir $385,23t (25,13¢) (867) (2,86€) — — — $ 356,36!
General and administratis $ 77,14« (9,650 (383) (37) (197) — — $ 66,877
Operating incom: $214,05t 80,75¢ 2,92% 18,127 197 22,04 — $ 338,10¢
Operating margir 20.2% 7.6% 0.3% 1.7% — 2.1% — 31.9%
Income before income tax $208,86t 80,75¢ 2,92:¢ 18,127 197 22,04: — $ 332,91«
Income tax provisiol $ 8,43¢ 58,14¢ $ 66,58:
Tax rate 4.0% 20.0%
Net income $200,42t 80,75¢ 2,92% 18,127 197 22,04 (58,14%) $ 266,33
Net income per weight-
average share, basic fi
ClassAandClassB( $ 047 $ 0.1¢ $ 0.01 $ 0.04 $ = $ 0.0¢€ $ 0.19 $ 0.6
Net income per weight-
average share, diluted
for Class A and
Class B (4, $ 0.4¢ $ 0.1¢ $ 0.01 $ 0.04 $ — $ 0.0t $ (0.19) $ 0.6

(1) For the fourth quarter of 2011, no costs were edipéd for the development of software products.oftimation expense from previously capitalized antswas $22.0 millior
(2) Nonr-GAAP financial information for the quarter is adjess for a tax rate equal to our annual estimatedate on no-GAAP income. This rate is based on our estimatedianGAAP income
tax rate forecast, adjusted to account for itentuebed from GAAP income in calculating the non-GAfancial measures presented above. Our estintatedte on non-GAAP income is

determined annually and may be re-calculated duhiag/ear to take into account events or trendsihabelieve materially impact the estimated anma including, but not limited to,
significant changes resulting from tax legislatitax audit closures, material changes in the gebiganix of revenues and expenses and other signifievents. Due to the differences in the
tax treatment of items excluded from non-GAAP eagsj as well as the methodology applied to ounegtid annual tax rates as described above, ooratetl tax rate on non-GAAP income
may differ from our GAAP tax rate and from our attax liabilities.

(3) Calculated based upon 422,873 basic wei¢-average shares for Class A and Clas

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



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Year Ended December 31, 2012
(in thousands, except per share amounts)

(unaudited)
Capitalized
Employer Acquisition Software Tax
Payroll Taxes Developmen Adjustment
Stock-Based on Employee Intangible Related Non-GAAP,
GAAP Compensatior Stock Transaction: Amortization Iltems Costs (1) 2 as adjusted
Operating expense
Cost of license revenur $ 237,02 (2,079 (60) (71,60%) — (70,609 — $ 92,68:
Cost of services revenu $ 484,29 (28,220) (1,040 (4,399 — — — $ 450,64
Research an
developmen $ 999,21. (210,37) (6,327) (3,71 — — — $ 778,79
Sales and marketir $1,644,84: (149,879 (4,847) (12,249 — — — $ 1,477,88
General and
administrative $ 367,71 (48,107 (1,622) — (3,89¢) — — $ 314,09
Operating incom: $ 871,94 438,65! 13,89¢ 91,95¢ 3,89¢ 70,60¢ — $ 1,490,95!
Operating margir 18.9% 9.5% 0.3% 2.0% 0.2% 1.5% — 32.4%
Income before incom
taxes $ 893,11 438,65! 13,89¢ 91,95¢ 3,89¢ 70,60¢ — $ 1,512,12
Income tax provisiol $ 147,41. 129,12¢ $ 276,53t
Tax rate 16.5% 18.3%
Net income $ 745,70. 438,65! 13,89t 91,95¢ 3,89¢ 70,60¢ (129,126 $ 1,235,58

Net income per weight-

average share, basic

for Class A and

Class B (3 $ 1.7t $ 1.0¢ $ 0.0 $ 0.2Z $ 0.01 $ 0.17 $ (0.3)) $ 2.9C
Net income per weight-

average share, diluted

for Class A and

Class B (4. $ 1.72 $ 1.01 $ 0.0 $ 0.21 $ 0.01 $ 0.1€ $ (0.29) $ 2.8t

(1) For the year ended December 31, 2012, no costsaagitalized for the development of software prasudmortization expense from previously capitadizenounts was $70.6 millio

(2) Non-GAAP financial information for the quarter is adjess for a tax rate equal to our annual estimatedae on no-GAAP income. This rate is based on our estimatedi@nGAAP income
tax rate forecast, adjusted to account for itenttuebed from GAAP income in calculating the non-GAffancial measures presented above. Our estintate@te on non-GAAP income is
determined annually and may be adjusted duringéle to take into account events or trends thabelieve materially impact the estimated annual iratkiding, but not limited to, significant
changes resulting from tax legislation, materiaraies in the geographic mix of revenues and exparskother significant events. Due to the diffeesnn the tax treatment of items exclu
from non-GAAP earnings, as well as the methodolapplied to our estimated annual tax rates as destebove, our estimated tax rate on non-GAAP ircoray differ from our GAAP tax
rate and from our actual tax liabilitie

(3) Calculated based upon 426,658 basic wei¢-average shares for Class A and Clas

(4) Calculated based upon 433,974 diluted weic-average shares for Class A and Clas



VMware, Inc.

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

Stock-Based

Compensatior
Capitalized
Employer Acquisition Software Included in Tax
Payroll Taxes Developmen  Capitalized Gain on sale c  Adjustment
Stock-Based on Employee Intangible Related Software Non-GAAP,
GAAP Compensatior ~ Stock Transactions  Amortization Iltems Costs (1) Development  Terremark (2) 3) as adjusted
Operating expense
Cost of licenst¢
revenues $ 207,39¢ (1,606) (120 (46,07 — (84,747) — — —  $ 74,857
Cost of service
revenues $ 414,58¢ (23,389 (1,36%) (4,967%) — — — — — $ 384,86
Research an
developmen $ 775,05: (174,26¢) (9,729 (3,18%) — 86,42¢ (12,42%) — — $ 661,87
Sales and marketir $1,334,34 (95,68¢) (5,577) (10,219 — — — — — $ 1,222,86!
General ani
administrative $ 300,54: (40,20¢) (1,580 (145) (2,423) — — — — $ 256,18
Operating incom: $ 735,17: 335,15: 18,36¢ 64,58¢ 2,42 (1,68%) 12,42¢ — — $ 1,166,44!
Operating margir 19.5% 8.9% 0.5% 1.7% 0.1% — 0.3% — — 31.0%
Other income
(expense), ne  $ 46,99! (56,00() $ (9,009
Income before
income taxe: $ 794,41 335,15: 18,36¢ 64,58¢ 2,42 (1,68%) 12,42¢ (56,000 — $ 1,169,68
Income tax provisio$ 70,477 163,45¢ $ 233,93t
Tax rate 8.9% 20.0%
Net income $ 723,93¢ 335,15: 18,36¢ 64,58¢ 2,42 (1,68%) 12,42¢ (56,000 (163,45) $ 935,75:
Net income pe
weighted-
average share,
basic for Class /
andClassB (4 $ 172 $ 08 $ 0.0¢ % 0.1t  $ 001 $ (0.00) $ 0.0 $ (0.19) $ (0.39) $ 2.22
Net income pe
weighted-
average share,
diluted for
Class A and
Class B (5, $ 168 $ 07¢  $ 0.0 $ 01t $ 0.01 $ 0.0 $ 00: $ 019 $ 0.3¢) $ 2.17
(1) For the year ended December 31, 2011, we capita#igé.4 million (including $12.4 million of sto-based compensation) of costs incurred for the dpwetnt of software product
Amortization expense from capitalized amounts w&& Bmillion.
(2) VMware realized a gain of $56.0 million on the saféts investment in Terremark Worldwide, It
(3) Non-GAAP financial information for the quarter is adjess for a tax rate equal to our annual estimatedate on no-GAAP income. This rate is based on our estimatedi@nGAAP income
tax rate forecast, adjusted to account for itenttuebed from GAAP income in calculating the non-GAffancial measures presented above. Our estintate@te on non-GAAP income is
determined annually and may be re-calculated dutiagear to take into account events or trendsibebelieve materially impact the estimated anmate including, but not limited to,
significant changes resulting from tax legislatitax audit closures, material changes in the gebiranix of revenues and expenses and other signifievents. Due to the differences in the
tax treatment of items excluded from non-GAAP eagnj as well as the methodology applied to oumegd annual tax rates as described above, ooratetl tax rate on non-GAAP income
may differ from our GAAP tax rate and from our adttax liabilities.
(4) Calculated based upon 421,188 basic wei¢-average shares for Class A and Clas

®)

Calculated based upon 431,750 diluted weic-average shares for Class A and Clas



Revenues
License
Services
Software maintenanc
Professional service
Total service
Total revenue

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

VMware, Inc.

REVENUE BY TYPE
(in thousands)
(unaudited)

For the Three Months Ended
December 31,

For the Year Ended
December 31,

2012 2011 2012 2011
$ 596,72 $ 513,76 $2,086,99 $1,841,16!
590,97: 463,48 2,152,98 1,640,39
105,46 83,04¢ 365,07: 285,53(
696,43! 546,53! 2,518,05 1,925,92
$1,293,15! $1,060,30: $4,605,04 $3,767,09
46.1% 48.5% 45.5% 48.9%
45.1% 43.1% 46.8% 43.5%%
8.2% 7.8% 7.% 7.6%
53.% 51.5% 54.7% 51.1%
100.(% 100.(% 100.(% 100.(%




VMware, Inc.

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

(unaudited)
For the Three Months Ended
December 31,
2012 2011
GAAP cash flows from operating activities $ 493,377 $ 561,40¢
Capital expenditure (81,639 (52,91)

Free cash flow $ 411,73¢ $ 508,49¢




VMware, Inc.

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

(unaudited)
For the Year Ended
December 31,
2012 2011
GAAP cash flows from operating activities $1,897,52.  $2,025,63.
Capital expenditure (234,45)) (230,09)

Free cash flow $1,663,06! $1,795,54.




About Non-GAAP Financial Measures

To provide investors and others with additionabmiation regarding VMware’s results, we have disetbin this press release the following non-
GAAP financial measures: non-GAAP operating incom@)-GAAP net income, non-GAAP income per dilutedre, non-GAAP operating margin
and free cash flows. VMware has provided a reciatih of each non-GAAP financial measure usedhis ¢arnings release to the most directly
comparable GAAP financial measure. These non-GAA&htial measures, other than free cash flowsgidifbrm GAAP in that they exclude stock-
based compensation, employer payroll tax on emplsyeck transactions, amortization of intangibkeets acquisition related items, the net effect of
the amortization and capitalization of softwareelepment costs, and the gain that VMware realizeghuits sale of its investment in Terremark
Worldwide, Inc. during the second quarter of fis2@11, each as discussed below. Free cash floves &idm GAAP cash flows from operating
activities in its treatment of capital expenditures

VMware's management uses these non-GAAP financégsuares to understand and compare operating rasultss accounting periods, for internal
budgeting and forecasting purposes, for short-lamg-term operating plans, to calculate bonus paysand to evaluate VMware's financial
performance, the performance of its individual fimmal groups and the ability of operations to gatecash. Management believes these GAAP
financial measures reflect VMware’s ongoing bussniesa manner that allows for meaningful periogz&siod comparisons and analysis of trends in
VMware’s business, as they exclude expenses and gzt are not reflective of ongoing operatingittss Management also believes that these non-
GAAP financial measures provide useful informatiorinvestors and others in understanding and etinu®Mware’s operating results and future
prospects in the same manner as management aochpadng financial results across accounting pereott to those of peer companies.
Additionally, management believes information refjyag free cash flows provides investors and othéits an important perspective on the cash
available to make strategic acquisitions and imaests, to repurchase shares, to fund ongoing opesand to fund other capital expenditures.

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

» Stockbased compensatic. Although stoc-based compensation is an important aspect of thgpensation of VMwalr's employees an
executives, determining the fair value of certdithe stock-based instruments we utilize involvésgh degree of judgment and
estimation and the expense recorded may bearrkigslemblance to the actual value realized uporekting or future exercise of the
related stock-based awards. Furthermore, unlike casipensation, the value of stock options, whéchn element of our ongoing stock-
based compensation expense, is determined usiogplex formula that incorporates factors, such asket volatility, that are beyond
our control. Management believes it is useful tolese stock-based compensation in order to betteéenstand the long-term
performance of our core business and to facilitateparison of our results to those of peer comga

« Employer payroll tax on employee stock transact. The amount of employer payroll taxes on s-based compensation is depenc
on VMware's stock price and other factors that are beyonatontrol and do not correlate to the operatiorheftiusiness

* Amortization of intangible asse. A portion of the purchase price of VMware’s aditibns is generally allocated to intangible assets
such as intellectual property, and is subject tordization. However, VMware does not acquire busées on a predictable cycle.
Additionally, the amount of an acquisition’s purskarice allocated to intangible assets and time ¢diits related amortization can vary
significantly and are unique to each acquisitiomerefore, VMware believes that the presentatiomooi-GAAP financial measures that
adjust for the amortization of intangible assetsvjates investors and others with a consistent basisomparison across accounting
periods.

» Acquisitior-related items. Acquisitior-related items include direct costs of acquisitiagh as transaction fees, which vary significa
and are unique to each acquisition. Additionalliyware does not acquire businesses on a prediatgble.

» Capitalized software development coCapitalized software development costs encompasgetalization of development costs and
subsequent amortization of the capitalized coses the usefu



life of the product. Amortization and capitalizatiof software development costs can vary signitigasrepending upon the timing
products reaching technological feasibility anchigeinade generally available. We did not capitadiziware development costs related
to product offerings during 2012. In future peripd® expect our amortization expense from capgdligoftware development costs to
decline as software development costs are expéztee recorded as R&D expense as incurred giveig@tiomarket strategy, which h
changed from single product solutions to produitessolutions. We also expect amortization of poegly capitalized software
development costs to steadily decline as previoteytalized software development costs becomg &utiortized

* Gain on sale of Terremark investmein the second quarter of 2011, we sold our inaest in Terremark Worldwide, Inc., which was
acquired by Verizon in a cash transaction, andzegla gain of $56.0 million. Our investment in fEgnark was made in connection with
a business and technical collaboration and wasade to seek an investment gain or to fund oumlessioperations. To the extent that
sizeable gains or losses are realized on investntigetthis, they do not occur on a predictabldeyadditionally, the timing of the event
that triggered our divestment and whether or notewdized a gain or loss, was not under our cor

* Tax adjustmer. Nor-GAAP financial information for the quarter is adjed for a tax rate equal to our annual estimatedate on no-
GAAP income. This rate is based on our estimatedianGAAP income tax rate forecast, adjusted t@actfor items excluded from
GAAP income in calculating our non-GAAP income. @stimated tax rate on non-GAAP income is deterchamually and may be
adjusted during the year to take into account eventrends that we believe materially impact thngated annual rate including, but not
limited to, significant changes resulting from tegislation, material changes in the geographic afisevenues and expenses and other
significant events. Due to the differences in tizetteatment of items excluded from non-GAAP eaysjras well as the methodology
applied to our estimated annual tax rates as destabove, our estimated tax rate on non-GAAP imcoray differ from our GAAP tax
rate and from our actual tax liabilitie

Additionally, we believe that the non-GAAP finanameasure free cash flows is meaningful to invesbacause we review cash flows generated
from operations after taking into considerationitgxpenditures due to the fact that these exjpened are considered to be a necessary componen
of ongoing operations.

The use of non-GAAP financial measures has celitaitations because they do not reflect all iterhinoome and expense that affect VMware’s
operations. Specifically, in the case of stock-basmmpensation, if VMware did not pay out a portidrits compensation in the form of stock-based
compensation and related employer payroll taxesc#ish salary expense included in operating expemseld be higher, which would affect
VMware’s cash position. VMware compensates foreHasitations by reconciling the non-GAAP financiakasures to the most comparable GAAP
financial measures. These non-GAAP financial messahould be considered in addition to, not adatiute for or in isolation from, measures
prepared in accordance with GAAP and should natdpsidered measures of VMware’s liquidity. Furthbese non-GAAP measures may differ
from the non-GAAP information used by other companincluding peer companies, and therefore corbpigyamay be limited. Management
encourages investors and others to review VM's financial information in its entirety and notyren a single financial measu



