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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

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

Date of report (Date of earliest event reported): dly 19, 2011

VMWARE, INC.

(Exact name of registrant as specified in its chaetr)

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

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

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

Check the appropriate box below if the Form 8-kflis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (see General Instructio? Abelow):

O  Written communications pursuant to Rule 425 untlerSecurities Act (17 CFR 230.4z
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))
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ltem 2.02  Results of Operations and Financial Condition

On July 19, 2011, VMware, Inc. (“VMware”) issuegbeess release (“Earnings Release”) announcingnasdéial results for the quarter
ended June 30, 2011. The press release, whichdexinformation regarding VMware’s use of non-GAfixiRancial measures, is attached
hereto as Exhibit 99.1 and incorporated by refezdrarein.

The information in this Item 2.02 and the Exhilithahed hereto shall not be deemed “filed” for msgs of Section 18 of the Securities
Exchange Act of 1934 (the “Exchange Act”) or othisevsubject to the liabilities of that section, sball it be deemed incorporated by
reference in any filing under the Securities AciL883 or the Exchange Act, regardless of any géimerarporation language in such filing.

Iltem 9.01 Financial Statements and Exhibits
(d) Exhibits

99.1 Press release of VMware, Inc. dated July 19, :



SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causiedeiport to be signed on its behalf
by the undersigned hereunto duly authorized.

Date: July 19, 2011
VMWARE, INC.

By: /s/ Mark Peel
Mark Peek
Chief Financial Officer and (-President
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Exhibit 99.1

vmware

VMware Reports Second Quarter 2011 Results

. Year-over-Year Revenue Growth of 37% to $921 Million
. Operating Margin of 20.3%; Non-GAAP Operating Margin of 31.6%
. EPS Growth of 183% to $0.51; Non-GAAP EPS Growth of 62% to $0.55

. Trailing Twelve Months Operating Cash Flows Growth of 46% to $1.5 Billion; Free Cash Flows Growth of 56% to $1.6
Billion

PALO ALTO, Calif., July 19, 2011 — VMware, Inc. (NYSE: VMW), the global leader inrttialization and cloud infrastructure, today
announced financial results for the second quaitg011:

» Revenues for the second quarter were $921 milliarincrease of 37% from the second quarter of 281@ported, and an increase
of 35% measured in constant currer

* Operating income for the second quarter was $18ibmian increase of 85% from the second quart@04.0. NoI-GAAP
operating income for the second quarter was $2%9ibomian increase of 56% from the second quart@04.0.

* Netincome for the second quarter was $220 millir$0.51 per diluted share, compared to $75 millar $0.18 per diluted sha
for the second quarter of 2010. Non-GAAP net incdonghe quarter was $235 million, or $0.55 peutditl share, compared to
$142 million, or $0.34 per diluted share, for teeand quarter of 201

* Operating cash flows for the second quarter we8$dillion, an increase of 114% from the secondiguaf 2010. Free cash
flows for the quarter were $443 million, an increas 91% from the second quarter of 2C

» Trailing twelve months operating cash flows werebddillion, an increase of 46%. Trailing twelve ntlosi free cash flows were $:
billion, an increase of 56%

» Cash, cash equivalents and s-term investments were $3.7 billion and unearnedmae was $2.1 billion as of June 30, 2(

U.S. revenues for the second quarter of 2011 gty ® $450 million from the second quarter of 20b@ernational revenues grew 38% to
$471 million from the second quarter of 2010.

License revenues for the second quarter of 201& $4£65 million, an increase of 44% from the secguakter of 2010 as reported, and an
increase of 40% measured in constant currency.

Service revenues, which include software mainte@amel professional services, were $456 milliorttiersecond quarter of 2011, an increase
of 30% from the second quarter of 2010.

“YMware’s second quarter results were driven bgmgith across geographies and record enterprigesécagreement bookings as a percentage
of total bookings,” said Mark Peek, chief finanaficer. “Third quarter 2011 revenues are expetteble in the range of $915 and $940
million, a year-over-year increase of 28% to 32%e Third quarter non-GAAP operating margin is expedo decline sequentially by 260 to
360 basis points. For the year, we expect annuahrees to be in the range of $3.65 billion and $&iflion, an increase of 28% to 31%
compared to 2010.”

“The quarter’s strong performance reflects the iootd adoption of virtualization as a key technglfgy the next era of computing,” said Paul
Maritz, chief executive officer. “WMware will comtuie to help customers accelerate towards moraesftig, flexibility and automation with
VMware vSpher® 5 and the cloud infrastructure su”



Recent Highlights & Strategic Announcements

* InJune 2011, VMware announced vFabric 5, an iategrapplication platform for virtual and cloud gomments. vFabric 5 will
provide the core application platform for buildirtdgploying and running modern applications by carimg our Spring developme
framework for Java and the latest generation obviEapplication services. We expect vFabric 5egybnerally available in late
summer 2011

* InJune 2011, VMware announced a new collaboratitim HP on turnkey solutions to simplify and accate virtualization for
customers on the journey to cloud computing. The H® VirtualSystem solutions will be integratedefiested IT infrastructure
stacks that will help improve business agility, &avwosts and enable cloud computing for enterprtistéomers of all size

* InJuly 2011, VMware announced vSphere 5 and a cengmsive suite of cloud infrastructure technolegi®#ith nearly 200 ne\
and enhanced capabilities, vSphere 5 will settidwedsrd in virtualization, delivering better applion performance and availability
for all business-critical applications while autding the management of all datacenter resourcesvaifd vShield™ 5, VMware
vCenter™ Site Recovery Manager 5, and VMware vG®@drector 1.5, products together with VMware vSghg amplify the
value customers can realize from virtualized resesiby enabling cloudeale operations. We expect vSphere 5 to begimpisigby
the end of our third quarte

» During the second quarter, VMware announced theiaitipns of Shavlik Technologies, SlideRocket, &ti¢ast and Digital Fuel.
Shavlik Technologies provides on-premise and Sas®dmanagement solutions, enabling small and mesized businesses to
more effectively manage, monitor and secure tlegrivironments. SocialCast, a modern business canwation platform for the
enterprise, unites people, information and entsepapplications within collaborative communitiesd&Rocket delivers innovative
presentation solutions that uniquely leverage modencepts of cloud computing, collaboration, satiadia and mobile
computing platforms. Digital Fuel enables entegsito more effectively manage the business imdddt environments,
centralizing visibility of IT costs and integratifigancial discipline into IT decisions to delivereaningful measurements and
reports.

VMware plans to host a conference call today téengvts second quarter 2011 results and to disigsi$mancial outlook. The call is scheduled
to begin at 2:00 p.m. PT/ 5:00 p.m. ET and candeessed via the Web at http://ir.vmware.cofle webcast will be available live, and a
replay will be available following completion ofdhive broadcast for approximately 30 days.

About VMware

VMware delivers virtualization and cloud infrasttuie solutions that enable IT organizations to gizerbusinesses of all sizes. With the
industry leading virtualization platform — VMwar&phere® — customers rely on VMware to reduce clagitd operating expenses, improve
agility, ensure business continuity, strengthemggcand go green. With 2010 revenues of $2.9dwillmore than 250,000 customers and
25,000 partners, VMware is the leader in virtudlma which consistently ranks as a top priorityceng ClOs. VMware is headquartered in
Silicon Valley with offices throughout the worldéiran be found online at www.vmware.com

HHH

VMware, VMware vSphere, VMware vCenter and VMwatdoud are registered trademarks or trademarks oivéid, Inc. in the United
States and/or other jurisdictions. Other marks maetl herein are trademarks which are propriemiyMware, Inc. or another 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 accompanyingttial data. For a description of these non-GAARHcial measures, including the reasons
management uses each measure, please see tha séthtie tables titled “About Non-GAAP Financial ksires.”

Forward-Looking Statements

This press release contains forward-looking statgsniecluding, among other things, statements diggrVMware’s third quarter and annual
revenue projections, expectations regarding thirargr operating margins, continued adoption dtiaiization by customers, the role of
VMware products in customer implementations of il @xpectations for vFabric 5 and VMware vSphera&uding their expecte



release dates. These forward-looking statementsudnject to the safe harbor provisions createdbyPrivate Securities Litigation Reform Act
of 1995. Actual results could differ materially finathose projected in the forwalabking statements as a result of certain riskdiagtincluding
but not limited to: (i) adverse changes in genecalnomic or market conditions; (ii) delays or retetuts in consumer or information technolc
spending; (iii) competitive factors, including nt limited to pricing pressures, industry consatidn, entry of new competitors into the
virtualization market, and new product and markgtimitiatives by our competitors; (iv) factors tredfect timing of license revenue recognition
such as product announcements and beta prograjm@ir(eustomers’ ability to develop, and to traiositto, new products and computing
strategies such as cloud computing and desktopadization; (vi) the uncertainty of customer acegge of emerging technology; (vii) changes
in the willingness of customers to enter into lantgem licensing and support arrangements; (\Vipid technological and market changes in
virtualization software and platforms for cloud aeksktop computing; (ix) changes to product devalept timelines; (x) VMware's
relationship with EMC Corporation and EMC'’s ability control matters requiring stockholder approiradluding the election of VMware’s
board members; (xi) our ability to protect our pietary technology; (xii) our ability to attract @metain highly qualified employees; (xiii) the
successful integration of acquired companies asdtasnto VMware; and (xiv) fluctuating currencyckange rates. These forward looking
statements are based on current expectations arsiibject to uncertainties and changes in condisigmificance, value and effect as well as
other risks detailed in documents filed with the8é&ies and Exchange Commission, including ourtn@sent reports on Form ¥and Forn
10-Q and current reports on Form 8-K that we mkgyffom time to time, which could cause actual hessto vary from expectations. VMware
assumes no obligation to, and does not currentinahto, update any such forw-looking statements after the date of this rele



VMware, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
For the Three Months Ended For the Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Operating activities:
Net income $ 220,15¢ $ 7453t $ 34597( $ 152,95¢
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 74,70¢ 58,55¢ 155,65¢ 112,34
Stocl-based compensation, excluding amounts capita 85,44: 67,83¢ 166,01! 131,53:
Excess tax benefits from st-based compensatic (101,25¢) (64,589 (151,269 (88,50))
Gain on sale of Terremark investmu (56,000 — (56,000 —
Other 2,86¢ 4,44; 3,82¢ 5,85¢
Changes in assets and liabilities, net of acquoissti
Accounts receivabl (54,759 (77,549 26,58: 107,68¢
Other asset (16,139 (23,400 (34,059 (24,25))
Due to/from EMC, ne (35,264 (23,479 25,43t 2,30z
Accounts payabl (12,109 9,207 (1,707) 6,56(
Accrued expense 102,78( 78,09¢ 34,21 26,89¢
Income taxes receivable from EN 141,00( 2,50¢ 176,44 2,50¢
Income taxes payab 4,67¢ 16,75¢ 37,60: 31,12«
Deferred income taxes, r 11,11¢ (12¢) (95¢€) (4,347)
Unearned revent 94,56¢ 93,31! 212,95: 108,40:
Net cash provided by operating activit 462,79t 216,12 940,71: 571,07
Investing activities:
Additions to property and equipme (95,18¢) (28,99¢) (122,23) (60,109
Purchase of leasehold inter (173,126 — (173,12¢) —
Capitalized software development cc (25,43) (29,310 (52,859 (41,17
Purchases of availal-for-sale securitie (529,039 (660,05) (1,127,80) (660,05)
Sales of availab-for-sale securitie 223,49: — 376,58¢ —
Maturities of availabl-for-sale securitie 277,39 — 492,96¢ —
Purchase of strategic investme (8,000 — (22,000 —
Sale of strategic investmer 76,00( — 78,51 —
Business acquisitions, net of cash acqu (189,139 (60,600 (204,08¢) (167,15()
Transfer of net assets under common cot (7,979 (175,000 (20,467 (175,000
Decrease (increase) in restricted cash 39,85¢ 17,05¢ (5,142) 20€
Net cash used in investing activiti (411,159 (926,90)) (779,649 (1,103,27)
Financing activities:
Proceeds from issuance of common si 110,54: 106,13: 200,71 215,90°
Repurchase of common sta (132,66() (113,15) (280,389 (144,500
Excess tax benefits from st-based compensatic 101,25t¢ 64,58: 151,26 88,50:
Shares repurchased for tax withholdings on vesifrrgstricted stock (48,66¢) (34,67)) (70,579 (45,587
Net cash provided by financing activiti 30,47 22,88¢ 1,017 114,32!
Net increase (decrease) in cash and cash equis 82,11( (687,89 162,07¢ (417,87,
Cash and cash equivalents at beginning of the ¢ 1,708,93. 2,756,48, 1,628,96! 2,486,46.
Cash and cash equivalents at end of the pi $1,791,04. $2,068,58 $1,791,04. $2,068,58




Revenues
License
Services

Operating expenses (:
Cost of license revenus
Cost of services revenu
Research and developmt
Sales and marketir
General and administrative

Operating incom

Investment incom

Interest expense with EMC, r

Other income (expense), net

Income before income tax

Income tax provision

Net income

VMware, Inc.

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

(unaudited)

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

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

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

(1) Includes stoc-based compensation as follov

Cost of license revenur
Cost of services revenu
Research and developmt
Sales and marketir
General and administrati

For the Three Months Ended

For the Six Months Ended

June 30, June 30,

2011 2010 2011 2010
$ 464,80t $ 323,66' $ 883,80 $ 635,84:
456,40 350,23¢ 881,12¢ 671,59!
921,21( 673,90 1,764,93. 1,307,43
48,92¢ 40,26¢ 104,94¢ 80,39(
103,54° 77,88 197,42¢ 146,41.
189,24 161,75¢ 358,40 299,86¢
314,56( 231,66: 617,48: 448,49
78,04 61,15: 146,27 128,90¢
186,89: 101,18: 340,39 203,36°
3,71¢ 99t 7,121 1,68(
(972) (957) (1,93)) (1,85¢)
56,63¢ (4,275 56,80« (8,606)
246,27 96,94« 402,38t 194,58:
26,11¢ 22,40¢ 56,41¢ 41,62¢
$ 220,15¢ $ 74,53t $ 34597( $ 152,95¢
$ 05z $ 0.1 % 08: % 0.3¢
$ 051 $ 0.1¢ $ 08C $ 0.37
419,65 407,93 418,55 405,08¢
430,47 422,33 429,98 418,47¢
$ 43t $ 39C % 904 $ 775
5,74( 4,057 11,32¢ 8,21¢
46,07« 39,44¢ 87,95¢ 74,16¢
23,26¢ 15,45: 45,78 31,49¢
9,92¢ 8,49 20,03¢ 16,87



VMware, Inc.

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

(unaudited)
December 31
June 30,
2011 2010
ASSETS
Current assett
Cash and cash equivalel $1,791,04.  $1,628,96!
Shor-term investment 1,912,10! 1,694,67!
Accounts receivable, net of allowance for doubéfttounts of $3,581 and $4,5 592,32. 614,72t
Due from EMC, ne 29,99« 55,48
Deferred tax asst 124,59! 100,68¢
Other current asse 175,58 203,11¢
Total current asse 4,625,64: 4,297,65!
Property and equipment, r 485,95( 419,06!
Capitalized software development costs, net aner 169,87¢ 151,94!
Deferred tax asst 116,91 149,12¢
Intangible assets, n 429,18: 210,92¢
Goodwill 1,714,98. 1,568,60!
Total asset $7,542,55  $6,797,31!
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 61,708 $ 58,91
Accrued expenses and otl 541,42¢ 459,811
Unearned revenue 1,358,22! 1,270,421
Total current liabilities 1,961,35! 1,789,15:
Note payable to EM( 450,00( 450,00(
Unearned revent 719,93: 589,66¢
Deferred tax liability 5,37¢ 30,09¢
Other liabilities 105,45! 129,96(
Total liabilities 3,242,12: 2,988,87!
Commitments and contingenci
Stockholder equity:
Class A common stock, par value $.01; authoriz66@000 shares; issued and outstanding 121,58
116,701 share 1,21¢ 1,167
Class B convertible common stock, par value $.0thaized 1,000,000 shares; issued and outstanding
300,000 share 3,00 3,00
Additional paic-in capital 3,119,33. 2,955,97
Accumulated other comprehensive inco 2,24¢ 19,63t
Retained earning 1,174,64! 828,67(
Total stockholder equity 4,300,43! 3,808,44.
Total liabilities and stockholde’ equity $7,542,55  $6,797,31!




GAAP

VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended June 30, 2011
(in thousands, except per share amounts)
(unaudited)

Stock-Based
Compensatior

Employer
Payroll Taxes
on Employee

Stock Transaction:

Intangible
Amortization

Acquisition

Related
Iltems and
Other

Capitalized
Software
Developmen

Costs (1)

Stock-Based
Compensatior

Included in
Capitalized
Software
Development

Tax
Gain on Sale o Adjustment

(©)

Terremark (2)

Non-GAAP,
as adjusted

Operating

expenses
Cost of

license

revenue: $ 48,92¢
Cost of

services

revenues $103,54°
Research and

developm&i.89,24:
Sales and

marketing $314,56(
General and

administrefivr8,04:

(43¢) (43 (11,109 (19,807 17,53¢

(5,740 (502) (1,247 96,06¢

(46,079 (3,779 (797 29,59 164,03

(23,269 (2,259 (2,426 = 286,61t

(9,92¢) (61€) (36) (1,210 66,25:
Operating

income $186,89.
Operating

margin

85,44 7,19( 15,60t 1,21( (9,787) 4,157 290,70¢

20.3% 9.3% 0.8% 17% 0.1% -1.2% 0.6% 31.6%

Other income

net $ 56,63¢ (56,000) $ 63¢

Income
before
income

taxes  $246,27: 85,44: 7,19( 15,60 1,21¢ (9,789 4,157 (56,000 — $  294,09:

Income tax
provision $ 26,11¢
Tax rate 10.6 %

32,70: $ 58,81¢

20.0%

Net income  $220,15¢ 85,44: 7,19¢ 15,60¢ 1,21( (9,781) 4,157 (56,000 (32,709 $ 235,27

Net income
per
weighted-
average
share,
basic for
Class A
and Class
B (4) $

Net income
per
weighted-
average
share,
diluted
for
Class A
and
Class B
(5) $

05: $ 020 $ 0.0z $ 004 $ — 3 (009 $ 001 $ 019 $  (0.09 $ 0.5€

051 $ 020 $ 0.0z $ 004 $ — % (0.0 $ 001 $ 019 $  (0.09 $ 0.5t

()]

For the second quarter of 2011, we capitaltZ2@6 million (including $4.2 million of stock-baseompensation) of costs incurred for the develagimésoftware products.
Amortization expense from capitalized amounts we& & million for the second quarter of 20

(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 asfad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tl@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may bealeulated during the year to take into accounhever trends that we believe materially impactebémated annual rate includil
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materf@mges in the geographic mix of revenues and ergearsd other significant events. C
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the midhagy applied to our estimated annual tax ratedeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

(4) Calculated based upon 419,657 basic weic-average shares for Class A and Clas

(5) Calculated based upon 430,473 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Three Months Ended June 30, 2010
(in thousands, except per share amounts)

(unaudited)
Stock-Based
Compensatior
Acquisition Capitalized
Employer Software Included in Tax
Payroll Taxes Related Developmen Capitalized Adjustment
Stock-Based on Employee Intangible Iltems and Software Non-GAAP,
GAAP Compensatior Stock Transactions Amortization Other Costs (1) Development (2) as adjusted
Operating expense
Cost of license
revenues $ 40,26¢ (390 (25) (5,617) — (21,23¢) — — % 13,007
Cost of services
revenue: $ 77,88! (4,057) (122 (1,479) — — — — 3 72,23:
Research and
developmen $161,75¢ (39,445 (1,719 (627) — 18,59 (2,69)) — $ 135,86¢
Sales and marketir  $231,66: (15,457) (724 (59¢) — — — — $ 214,88t
General and
administrative $ 61,15¢ (8,492 (365) (39) (900) — — —  $ 51,35¢
Operating incom: $101,18: 67,83¢ 2,95¢ 8,34¢ 90C 2,642 2,691 — $ 186,55(
Operating margin 15.0% 10.1% 0.4% 12% 0.2% 0.4 % 0.4% — 27.7%
Income before incorr
taxes $ 96,94« 67,83¢ 2,95¢ 8,34¢ 90C 2,642 2,691 — $ 182,31
Income tax provisiol $ 22,40¢ 17,700 $ 40,10¢
Tax rate 231% 22.0%
Net income $ 74,53¢ 67,83¢ 2,95¢ 8,34¢ 90C 2,64: 2,691 (17,70 $ 142,20
Net income pe
weighted-average
share, basic for
Class A and Clas
B (3) $ 0.1¢ $ 0.17 $ 0.01 $ 0.0z $ — $ — $ 0.01 $ 0.0 $ 0.3t
Net income pe
weighted-average
share, diluted for
Class A and
Class B (4 $ 0.1¢ $ 0.1€ $ 0.01 $ 0.0z $ — $ — $ 0.01 $ 0.0 $ 0.34

(1) For the second quarter of 2010, we capitaliZB8l6 million (including $2.7 million of stock-baseompensation) of costs incurred for the develogroésoftware products.
Amortization expense from capitalized amounts wak & million for the second quarter of 20.

(2) Non-GAAP financial information for the quarter is asfjad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tl@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may bealeulated during the year to take into accounh&ver trends that we believe materially impactebémated annual rate includil
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materfamges in the geographic mix of revenues and ergearsd other significant events. L
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the maahagy applied to our estimated annual tax ratedeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

(3) Calculated based upon 407,931 basic weic-average shares for Class A and Clas

(4) Calculated based upon 422,333 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Six Months Ended June 30, 2011
(in thousands, except per share amounts)
(unaudited)

Stock-Based
Compensatior
Acquisition Capitalized
Employer Software Included in Tax
Payroll Taxes Related Developmen Capitalized Gain on Sale o Adjustment
Stock-Based on Employee Intangible Iltems and Software Non-GAAP,
GAAP Compensatior  Stock Transactions  Amortization Other Costs (1) Development  Terremark (2) (3) as adjusted

Operating

expenses
Cost of

license

revenue: $104,94¢ (904) (67) (20,149 — (48,279 — — — $  3555¢
Cost of

services

revenue: $197,42¢ (11,329 (879 (2,489 — — — — —
Research and

developm&B58,40« (87,95¢) (5,844 (1,594 — 61,89¢ (9,039 — —
Sales and

marketing $617,48: (45,787) (3,307 (4,51%) — — — — —
General and

administrefi46,27 (20,03¢) (857) (72) (1,382) — — — —

182,73!
315,86

563,87!

L

123,92t

Operating

income  $340,39: 166,01! 10,95¢ 28,80¢ 1,382 (13,62¢) 9,03¢ — — $ 542,96
Operating

margin 19.3% 9.4 % 0.6 % 1.6% 0.1% -0.7 % 0.5% — — 30.8%

Other income
net $ 56,80« (56,000 804

Income
before
income
taxes $402,38¢ 166,01! 10,95¢ 28,80¢ 1,382 (13,62¢) 9,03¢ (56,000 — $ 548,96

Income tax
provision $ 56,41¢ 53,37 $ 109,79:
Tax rate 14.0% 20.0%

Net income  $345,97( 166,01 10,95 28,80¢ 1,38: (13,626 9,03¢ (56,000 (53,379 $ 439,16t

Net income
per
weighted-
average
share,
basic for
Class A
and Class
B (4) $ 08: % 04C $ 0.0: $ 0.07 $ — $ 0.05 $ 001 $ 0.19 $ 0.19) $ 1.05

Net income
per
weighted-
average
share,
diluted
for
Class A
and
Class B
(5) $ 08 $ 03¢ $ 00: $ 0.07 $ — $ (0.05 $ 001 $ 0.13) $ 0.12) $ 1.0z

(1) For the first half of 2011, we capitalized $illion (including $9.0 million of stock-basedmpensation) of costs incurred for the developmésbtiware products. Amortization
expense from capitalized amounts was $48.3 miftwrthe first half of 2011

(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 asfad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tl@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may bealeulated during the year to take into accounhever trends that we believe materially impactebémated annual rate includil
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materf@mges in the geographic mix of revenues and ergearsd other significant events. C
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the midhagy applied to our estimated annual tax ratedeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

(4) Calculated based upon 418,557 basic weic-average shares for Class A and Clas

(5) Calculated based upon 429,984 diluted weic-average shares for Class A and Clas



VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Six Months Ended June 30, 2010
(in thousands, except per share amounts)

(unaudited)
Stock-Based
Compensatior
Acquisition Capitalized
Employer Software Included in Tax
Payroll Taxes Related Developmen Capitalized Adjustment
Stock-Based on Employee Intangible Iltems and Software Non-GAAP,
GAAP Compensatior Stock Transaction: Amortization Other Costs (1) Development (2) as adjusted
Operating expense
Cost of license
revenues $ 80,39( (775) (37) (8,727) — (44,91) — — $ 25,93¢
Cost of services
revenue: $146,41. (8,219 77 (1,72 — — — — $ 136,29
Research and
developmen $299,86¢ (74,16%) (2,702 (1,100 — 44,63t (6,87J) — $ 259,66:
Sales and marketir ~ $448,49: (31,499 (1,067) (1,03¢) — — — —  $ 414,89
General and
administrative $128,90¢ (16,877) (576) (76) (2,139 — — — $ 109,24:
Operating incom: $203,36° 131,53: 4,55:¢ 12,66« 2,13¢ 282 6,871 — $ 361,40¢
Operating margin 156 % 10.1% 0.3% 1.0% 0.1% — 0.5% — 276 %
Income before incom
taxes $194,58: 131,53: 4,55: 12,66« 2,13¢ 282 6,871 — $ 352,62!
Income tax provisiol $ 41,62« 35,95 $ 77,57¢
Tax rate 21.4% 22.0%
Net income $152,95¢ 131,53: 4,55 12,66« 2,13¢ 282 6,871 (35,959 $ 275,04
Net income pe
weighted-average
share, basic for
Class A and Clas
B (3) $ 0.3¢ $ 0.3Z $ 0.01 $ 0.0¢ $ 0.01 $ — $ 0.0z $ 0.09 $ 0.6¢
Net income pe
weighted-average
share, diluted for
Class A and
Class B (4 $ 037 $ 0.31 $ 0.01 $ 0.02 $ 0.01 $ — $ 0.0z $ 0.09 $ 0.6€

(1) For the first half of 2010, we capitalized $®Hillion (including $6.9 million of stock-basedmpensation) of costs incurred for the developmésbéiware products. Amortization
expense from capitalized amounts was $44.9 mifiiorthe first half of 2010

(2) Non-GAAP financial information for the quarter is asfjad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tl@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may bealeulated during the year to take into accounh&ver trends that we believe materially impactebémated annual rate includil
but not limited to, significant changes resultingnfi tax legislation, tax audit closures, materfamges in the geographic mix of revenues and ergearsd other significant events. L
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the maahagy applied to our estimated annual tax ratedeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

(3) Calculated based upon 405,089 basic weic-average shares for Class A and Clas

(4) Calculated based upon 418,476 diluted weic-average shares for Class A and Clas



Revenues
License
Services
Software maintenanc
Professional services

Total services

Percentage of revenue
License
Services
Software maintenanc
Professional services

Total services

VMware, Inc.

REVENUE BY TYPE
(in thousands)
(unaudited)

For the Three Months Ended

For the Six Months Ended

June 30, June 30,
2011 2010 2011 2010

$ 464,80t $323,66! $ 883,80 $ 635,84

386,32¢ 290,42¢ 750,13t 557,67

70,07¢ 59,81( 130,99: 113,92:

456,40 350,23¢ 881,12¢ 671,59¢

$921,21( $673,90: $1,764,93 $1,307,43
50.5% 48.(% 50.1% 48.%
41.% 43.1% 42.5% 42.1%
7.€% 8.9% 7.4% 8.7%
49.50 52.(% 49.€% 51.40
100.(0p 100.(0p 100.(0p 100.(0




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES
TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
For the Three Months Ended June 30, 2011 and 2010
(in thousands)

(unaudited)
For the Three Months Ended
June 30,
2011 2010

GAAP cash flows from operating activiti $ 462,79¢ $ 216,12
Capitalized software development cc (25,43 (19,310
Excess tax benefits from st-based compensatic 101,25¢ 64,58:
Capital expenditure (95,18¢) (28,99¢)
Free cash flow

$ 443,42¢ $ 232,40(




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES

GAAP cash flows from operating activiti
Capitalized software development cc

Excess tax benefits from st-based compensatic
Capital expenditure

Free cash flow

TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
For the Trailing Twelve Months Ended June 30, 201and 2010

(in thousands)
(unaudited)

For the Trailing Twelve Months
Ended June 30,

2011 2010
$1,544,02 $1,054,13
(75,83) (65,107)
286,22( 110,24
(193,819 (97,819

$1,560,59. $1,001,45




About Non-GAAP Financial Measures

To provide investors and others with additionabmfiation regarding VMware’s results, we have disetbin this press release the following
non-GAAP financial measures: non-GAAP operatingpine, non-GAAP net income, non-GAAP operating marfyge cash flows and trailing
twelve-month free cash flows. VMware has providedeonciliation of each non-GAAP financial measused in this earnings release to the
most directly comparable GAAP financial measureeSehnon-GAAP financial measures differ from GAARHat they exclude stock-based
compensation, employer payroll tax on employeekstansactions, amortization of intangible assatguisition related items, the net effect of
the amortization and capitalization of softwaree@lepment costs and the gain that VMware realizeshiifs sale of its investment in Terrem
Worldwide, Inc. during the second quarter of fis2@l1, each as discussed below.

VMware's management uses these non-GAAP financésures to understand and compare operating rasuttss accounting periods, for
internal budgeting and forecasting purposes, fortsland long-term operating plans, to calculateusopayments and to evaluate VMware’s
financial performance, the performance of its ifdliial functional groups and the ability of operasdo generate cash. Management believes
these non-GAAP financial measures reflect VMwaggigoing business in a manner that allows for megduirperiod-to-period comparisons
and analysis of trends in VMware’s business, ag #xelude expenses that are not reflective of amgioperating results. Management also
believes that these non-GAAP financial measuresgigecuseful information to investors and othersimderstanding and evaluating VMware’s
operating results and future prospects in the saareer as management and in comparing financialtsescross accounting periods and to
those of peer companies. Additionally, managemeli¢tes information regarding free cash flows pdesi investors and others with an
important perspective on the cash available to nstlegegic acquisitions and investments, to re@setshares, to fund ongoing operations and
to fund other capital expenditures.

Management believes these non-GAAP financial measare useful to investors and others in asseS®itwgare’s operating performance due
to the following factors:

*  Stock-based compensation. Although stocl-based compensation is an important aspect of timpensation of VMwar' s employee
and executives, determining the fair value of tloelsbased instruments involves a high degreedsdent and estimation and the
expense recorded may bear little resemblance tadtual value realized upon the future exercisemnination of the related stock-
based awards. Furthermore, unlike cash compens#tiewalue of stock-based compensation is deteuniising a complex
formula that incorporates factors, such as maréktiity, that are beyond our control. Managemiaglieves it is useful to exclude
stock-based compensation in order to better uraeddhe long-term performance of our core busiaessto facilitate comparison
of our results to those of peer companies. In aditve account for stockased compensation under GAAP, which requiresvii.
report the excess income tax benefit from stocletd@a®mpensation as a financing cash flow rather fisean operating cash flow.
We have added this benefit back to our calculatifofinee cash flows in order to generally classigle flows arising from income
taxes as operating cash floy

»  Employer payroll tax on employee stock transactions. The amount of employer payroll taxes on stock-basedpensation is
dependent on VMware’s stock price and other fadtwaisare beyond our control and do not correlatheé operation of the
business

» Amortization of intangible assets. A portion of the purchase price of VMwi's acquisitions is generally allocated to intang
assets, such as intellectual property, and is stitjeamortization. However, VMware does not acgjbiusinesses on a predictable
cycle. Additionally, the amount of an acquisitiopsrchase price allocated to intangible assetgtanterm of its related
amortization can vary significantly and are unigoeach acquisition. Therefore, VMware believes tha presentation of non-
GAAP financial measures that adjust for the amation of intangible assets, provides investorsatheérs with a consistent basis
for comparison across accounting peric

» Acquisition related items. Acquisition related items include direct costs ofjaisitions, such as transaction fees, which vary
significantly and are unique to each acquisitioddifionally, VMware does not acquire businesses gnedictable cycle

»  Amortization and capitalization of software development costs. Amortization and capitalization of software dey®itent costs ca
vary significantly depending upon the timing of goats reaching technological feasibility and baimade generally available. In
addition, we exclude the capitalization of softwlmm our free cash flows to better convey managemeiew of operating cash
flows. If we did not capitalize costs under genlgratcepted accounting guidance, our GAAP operatash flows would be lower
as a result of additional expense recognized witlkeinincome and paid out in cash during the pe



e Gainon saleof Terremark investment. In the second quarter of 2011, we sold our investin Terremark Worldwide, Inc., which
was acquired by Verizon in a cash transaction,raatized a gain of $56.0 million. Our investmenTerremark was made in
connection with a business and technical collalmrand was not made to seek an investment gamfond our business
operations. To the extent that sizeable gainsssee are realized on such investments, they doacat on a predictable
cycle. Additionally, the timing of the event thaggered our divestment and whether or not we zedla gain or loss, was not un
our control.

Additionally, we believe that the non-GAAP finarlameasure, free cash flows, is meaningful to inmesbecause we review cash flows
generated from operations after taking into consititen capital expenditures due to the fact thaséhexpenditures are considered to be a
necessary component of ongoing operations. As si&cliabove, we also exclude capitalization of sofvdevelopment costs and the excess
income tax benefit from stock-based compensatiom four measure of free cash flows.

The use of non-GAAP financial measures has celitaitations because they do not reflect all iterhéncome and expense that affect
VMware's operations. Specifically, in the case toick-based compensation, if VMware did not payapbrtion of its compensation in the
form of stock-based compensation and related eraplpayroll taxes, the cash salary expense inclidedsts of revenues and operating
expenses would be higher, which would affect VMwsoash position. VMware compensates for thesdditioins by reconciling the non-
GAAP financial measures to the most comparable GAA&hcial measures. These non-GAAP financial messsshould be considered in
addition to, not as a substitute for or in isolatfoom, measures prepared in accordance with GA#dPshould not be considered measures of
VMware’s liquidity. Further, these non-GAAP measuneay differ from the non-GAAP information useddiper companies, including peer
companies, and therefore comparability may be éichiManagement encourages investors and otheesiewr VMwares financial informatio
in its entirety and not rely on a single financiadasure.

Revenue Growth in Constant Currency

We have invoiced and collected in the Euro, théi®riPound, the Japanese Yen, and the AustraliflarDio their respective regions
since May 2009. As a result, our total revenuesaffeeted by changes in the U.S. Dollar againgdetmirrencies. In order to provide a
comparable framework for assessing how our busipegermed excluding the effect of foreign currefiogtuations, management analyzes
year-over-year revenue growth on a constant currensisb&ince all of our entities operate with the \D8llar as their functional currency,
revenues for orders booked in currencies other th&n Dollars are converted into unearned reventigeaexchange rate in effect for the mc
in which each order is booked. We calculate congtarmency on license revenues recognized duriagtirent period that were originally
booked in currencies other than U.S. Dollars by garnmg the exchange rates at which the revenueaecagnized against the exchange rate
that was used in the comparable period. We doalotiate constant currency on services revenueshviticlude software maintenance
revenues and professional services revenues.
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