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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): ©tober 17, 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 codeg650) 427-5000
N/A

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

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

O

O oo

Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.42
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))




Item 2.02 Results of Operations and Financial Condition

On October 17, 2011, VMware, Inc. (“VMware”) issuggress release announcing its financial resoitthe quarter ended September 30,
2011. The press release, which includes informatgarding VMware's use of non-GAAP financial meas, is attached hereto as Exhibit 99.1
and is incorporated by reference herein.

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

Iltem 9.01 Financial Statements and Exhibits
(d) Exhibits
99.1 Press release of VMware, Inc. dated October 171
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Exhibit 99.1

vmware

VMware Reports Third Quarter 2011 Results
- Year-over-Year Revenue Growth of 32% to $94Zdviill
- Operating Margin of 19.2%; Non-GAAP Operating Mar of 30.3%
- EPS Growth of 105% to $0.41; Non-GAAP EPS GravftB6% to $0.53
- Trailing Twelve Months Operating Cash Flows Growf 78% to $1.9 Billion; Free Cash Flows Growth7@®6 to $1.8 Billion
PALO ALTO, Calif., October 17, 2011— VMware, Inc. (NYSE: VMW), the global leader inrttialization and cloud infrastructure, today

announced financial results for the third quarfe2@l1:

* Revenues for the third quarter were $942 millianjrcrease of 32% from the third quarter of 203@] an increase of 30% measured
in constant currenc

» Operating income for the third quarter was $18lioml Non-GAAP operating income for the third quartvas $285 million, an
increase of 40% from the third quarter of 20

* Netincome for the third quarter was $178 million$0.41 per diluted share, compared to $85 mill@r$0.20 per diluted share, 1
the third quarter of 2010. Non-GAAP net incometfog quarter was $230 million, or $0.53 per dilusbdre, compared to $165
million, or $0.39 per diluted share, for the thipdarter of 2010

» Operating cash flows for the third quarter were4Bfllion. Free cash flows for the quarter were $48llion, an increase of 108%
from the third quarter of 201!

» Trailing twelve months operating cash flows were9ddillion, an increase of 78%. Trailing twelve nilos free cash flows were $1.8
billion, an increase of 729

» Cash, cash equivalents and s-term investments were $4.0 billion and unearneémae was $2.2 billion as of September 30, 2

U.S. revenues for the third quarter of 2011 gre% 28 $443 million from the third quarter of 2018tdrnational revenues grew 42% to $498
million from the third quarter of 2010, and 37%cionstant currency



License revenues for the third quarter of 2011 vi@#4 million, an increase of 29% from the thirdafer of 2010, and an increase of 25%
measured in constant currency. Service revenudshviriclude software maintenance and professioeiices, were $498 million for the third
quarter of 2011, an increase of 34% from the thudrter of 2010.

“VMware’s third quarter results were driven by gitbvacross all products. Demand was especially gtiothe Asia Pacific markets and we also
experienced the seasonal impact of sales to thEdd8ral Government,” said Mark Peek, chief finaneficer. “Fourth quarter 2011 revenues
are expected to be in the range of $1.03 billiosh $b.06 billion, a year-over-year increase of 28%27%.”

“I'm pleased with another solid quarter for VMwallestrated by progress with new products, growtloas our portfolio and a growing
community. We are becoming a significant partndsusinesses moving to the cloud,” said Paul Mactief executive officer.

Recent Highlights & Strategic Announcements

» During the third quarter, VMware announced the Btdus first cloud infrastructure suite and the geat availability of VMware
vSphere® 5, delivering nearly 200 new and enhanagpdllities to help customers transform IT by drg/greater efficiency from
existing investments and improving operationaliggi

* In August 2011 at VMworl® Las Vegas, VMware annaeth@ portfolio of new and emerging products to exustomers a
cohesive path to IT as a Service. VMware annoumcgithple way to help organizations break free fo@mwice-centric legacy
desktop models and work in the post-PC era. VMwWaesv™ 5 simplifies IT manageability and control, ighproviding a high
fidelity desktop virtualization experience. Updates/Mware Horizon™ will provide an open, user-aignplatform for delivery of
different application types within a unified applton catalog from a wide range of devic

« VMware announced a new enterprise database asiaesptatform accelerating development while autbngpadministration of
heterogeneous database technologies. VMware vHahti& Director™ establishes a policy driven modeldriving consistent
security, data protection and resource consumptiooss an enterprise’s database portfolio. VMwé&evic Postgres, the first
database supported on Data Director, dynamicabytsato changing workloads to achieve greater mgificiency and higher
consolidation ratios

* VMware announced the beta availability of VMwareckti Cloud Foundry™ as a free download. Cloud Foyalthe industrys first
open Platform as a Service (PaaS) solution, degitmdeliver access to modern, high productivignfeworks and a rich ecosystem
of application services from VMware, third partaasd the open source commun



VMware plans to host a conference call today tdesg\uts third quarter 2011 results and to discts$imancial outlook. The call is scheduled to
begin at 2:00 p.m. PT/ 5:00 p.m. ET and can bessezkat VMware's Investor Relation’s page at hitpumware.com The webcast will be
available live, and a replay will be available éming completion of the live broadcast for approately 30 days.

About VMware

VMware is the leader in virtualization and cloudrastructure solutions that enable businessesriteetin the Cloud Era. Customers rely on
VMware to help them transform the way they buildliger and consume Information Technology resouncesmanner that is evolutionary and
based on their specific needs. With 2010 reventi&2.0 billion, VMware has more than 300,000 custesrand 25,000 partners. The compal
headquartered in Silicon Valley with offices thrbiegt the world and can be found online at www.vires@om.

HHH

VMware, VMware vSphere, VMware View, VMworld, VMwarFabric Data Director and VMware Micro Cloud Fdgnare registered
trademarks or trademarks of VMware, Inc. in thetelahiStates and/or other jurisdictions. Other markstioned herein are trademarks which
proprietary to VMware, 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 accompanyingricial data. For a description of these non-GAiRrfcial measures, including the reasons
management uses each measure, please see tha séthie tables title“ About Nor-GAAP Financial Measure”



Forward-Looking Statements

This press release contains forward-looking statesni@cluding, among other things, statements tbggr’VMware’s expected fourth quarter
revenues, the features and benefits of VMware v&€f@annector, VMware Horizon, and VMware Micro Clokdundry and the role of VMware
products and services in customer adoption of ctmrdputing and the transition to the post-PC ehes€ forwardeoking statements are subj

to the safe harbor provisions created by the Ryi@atcurities Litigation Reform Act of 1995. Actuakults could differ materially from those
projected in the forwartboking statements as a result of certain riskdiagtincluding but not limited to: (i) adverse chas in general econorr

or market conditions; (ii) delays or reductiongonsumer or information technology spending; onpetitive factors, including but not limited
to pricing pressures, industry consolidation, eofrmew competitors into the virtualization andwloccomputing markets, and new product and
marketing initiatives by our competitors; (iv) facs that affect timing of license revenue recognitsuch as product announcements, beta
programs and product promotions that can causeveveecognition of certain orders to be deferreflp(r customers’ ability to develop, and to
transition to, new products and computing strategiech as cloud computing and desktop virtualimaija) the uncertainty of customer
acceptance of emerging technology; (vii) changeahenwillingness of customers to enter into longem licensing and support arrangements;
(viii) rapid technological and market changes inualization software and platforms for cloud amdktop computing; (ix) changes to product
development timelines; (x) VMware’s relationshighviEMC Corporation and EMC'’s ability to control rteas requiring stockholder approval,
including the election of VMware’s board membesg) ¢ur ability to protect our proprietary techngig (xii) our ability to attract and retain
highly qualified employees; (xiii) the successfuleigration of acquired companies and assets intovaitd; and (xiv) fluctuating currency
exchange rates. These forward looking statemeatbaged on current expectations and are subjecicirtainties and changes in condition,
significance, value and effect as well as othéesridetailed in documents filed with the Securiiesl Exchange Commission, including our most
recent reports on Form 10-K and Form 10-Q and atineports on Form 8-K that we may file from tineetime, which could cause actual results
to vary from expectations. VMware assumes no obtigao, and does not currently intend to, updaig such forward-looking statements after
the date of this release.

Contacts:

Michael Haase

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

Gloria Lee

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

Joan Stone

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




VMware, Inc.

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

For the Three Months Ended
September 30

For the Nine Months Ended
September 30

Operating activities:
Net income

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

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

2011 2010 2011 2010
$ 177,53t $ 84,60 $ 52350 $ 237,55¢
73,98t 71,11 229,64 183,46:
88,37¢ 73,65’ 254,39 205,19
(46,42%) (78,709 (197,69:) (167,202
— — (56,000 —
6,96¢ 261 10,79 6,12(
46,17+ 51,55: 72,751 159,24:
(57,402 (59,179 (91,455 (83,430
17,50¢ 13,62 42,94( 15,93
(10,846 (1,979 (12,559 4,58¢
(19,539 1,631 14,67: 28,527
69,79¢ — 246,24( 2,50¢
14,32: 11,69 51,92 42,82:
10,23 (4,08¢) 9,27¢ (8,43F)
152,82 32,49t 365,78: 140,89
523,51 196,69 1,464,22. 767,77
(54,94%) (31,13) (177,180 (91,24%)
22,04: — (151,08)) —
(21,139 (7,029 (73,999 (48,199
(955,68()  (964,65Y)  (2,083,49)  (1,624,70)
231,70 124,21 608,29: 124,21¢
231,73t 30,89 724,70° 30,89
— 2,64¢ 78,51: 2,64¢
(99,529 (125,820 (303,61() (292,970
(1,930 — (22,399 (175,000
(3,230) — (30,379 20€
(650,969 (970,87  (1,430,61) (2,074,14)
84,57: 139,93 285,28 355,84t
(210,52) (141,44 (490,91 (285,940
46,42¢ 78,70: 197,69: 167,20«
(34,230 (24,53 (104,809) (70,116
(113,75) 52,66¢ (112,740 166,99
(241,21)  (721,50) (79,136  (1,139,38)
1,791,04  2,068,58 1,628,96! 2,486,46
$1,549,82° $1,347,08' $1,549,82' $ 1,347,08




VMware, Inc.

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

(unaudited)
For the Three Months Ended For the Nine Months Ended
September 30 September 30
2011 2010 2011 2010

Revenues

License $ 443,59° $ 343,23¢ $1,327,40. $ 979,08:

Services 498,26t 371,00t 1,379,39: 1,042,60:

941,86: 714,24! 2,706,79 2,021,68:

Operating expenses (:

Cost of license revenur 46,06 46,33 151,00¢ 126,72:

Cost of services revenu 106,67¢ 80,22¢ 304,10 226,64

Research and developme 199,65! 175,42¢ 558,05¢ 475,29

Sales and marketir 331,62¢ 251,74¢ 949,11( 700,23t

General and administratiy 77,12( 66,49’ 223,39 195,40¢
Operating incom 180,72: 94,01 521,11 297,37
Investment incom: 4,351 2,34¢ 11,472 4,02¢
Interest expense with EM (915) (1,24 (2,84¢) (3,109
Other income (expense), r (99€) 1,62¢ 55,80¢ (6,977
Income before income tax 183,15¢ 96,74¢ 585,54 291,32¢
Income tax provisiol 5,621 12,14¢ 62,03¢ 53,76¢
Net income $ 17753t $ 84,60 $ 523,50¢ $ 237,55¢
Net income per weight-average share, basic for Class A and Cla $ 04z $ 021 $ 128 % 0.5¢
Net income per weight-average share, diluted for Class A and Cla $ 041 $ 020 $ 121 % 0.5€
Weightec-average shares, basic for Class A and Cle 422,03( 411,75! 420,24° 408,08:
Weightec-average shares, diluted for Class A and Cla 431,88: 426,58 431,84t 421,94¢
(1) Includes stoc-based compensation as follov

Cost of license revenur $ 367 $ 39t $ 1271 $ 1,17«

Cost of services revenu 6,06¢ 4,38 17,39¢ 12,60:

Research and developme 46,66: 43,12« 134,62: 117,29:

Sales and marketir 24,76: 18,10: 70,55( 49,60!

General and administratiy 10,51¢ 7,64¢ 30,55¢ 24,52¢



VMware, Inc.

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

ASSETS

Current assett

Cash and cash equivalel

Shor-term investment

Accounts receivable, net of allowance for doubsfetounts of $2,768 and $4,5

Due from EMC, ne

Deferred tax assi

Other current asse
Total current asse
Property and equipment, r
Capitalized software development costs, net anelr:
Deferred tax asst
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¢
Deferred tax liability
Other liabilities
Total liabilities
Commitments and contingenci
Stockholder’ equity:
Class A common stock, par value $.01; authoriz88@000 shares; issued and outstanding 122,076
116,701 share
Class B convertible common stock, par value $.0fharized 1,000,000 shares; issued and outstanding
300,000 share
Additional paic-in capital
Accumulated other comprehensive inca
Retained earning
Total stockholder equity

Total liabilities and stockholde’ equity

September 3C

December 31

2011 2010
$1,549,820  $1,628,96!
2,426,87 1,694,67'
548,02 614,72
12,48¢ 55,48:
127,74( 100,68
147,90 203,11
4,812,85! 4,297,65!
516,66 419,06!
177,42( 151,94
126,63 149,12¢
426,58 210,92
1,760,26! 1,568,60!
$7,820,42  $6,797,31
$ 57,811 $ 58,91
508,14¢ 459,81
1,468,12 1,270,42
2,034,08 1,789,15.
450,00 450,00(
765,99: 589,66
4,89¢ 30,09¢
111,54¢ 129,96
3,366,52: 2,988,87!
1,221 1,167
3,00C 3,00(
3,096,73 2,955,97
76C 19,63
1,352,17: 828,67
4,453,89 3,808,44:
$7,820,42.  $6,797,31




Operating
expenses

Cost of license
revenues

Cost of services
revenues

Research and
developmen

Sales and
marketing

General and
administrativ

Operating incom

Operating
margin

Income before
income taxe:

Income tax
provision

Tax rate

Net income

Net income pe
weighted-
average
share, basic
for Class A
and Class B
(3)

Net income pe
weighted-
average
share, dilutec
for Class A
and Class B

4)

VMware, Inc.

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

(unaudited)
Stock-Based
Compensatior
Employer Acquisition Capitalized Included in
Payroll Taxes Related Software Capitalized Tax

Stock-Based on Employee Intangible Items and Developmen Software Adjustment  Non-GAAP,

GAAP Compensatior Stock Transactions Amortization Other Costs (1) Development (2) as adjusted
$ 46,06: (367) (26) (12,749 — (14,427 — — $ 18,50(
$106,67¢ (6,06¢) (329) (1,247) — — — — $ 99,03
$199,65! (46,66%) (2,399 (797) — 24,52¢ (3,389 — $ 170,94
$331,62¢ (24,769 (1,407 (2,837 — — — $ 302,62
$ 77,12( (10,519 (340) (36) (844) — — — $ 6538
$180,72: 88,37¢ 4,49 17,65( 844 (10,109 3,38¢ — $ 285,37:

19.2% 9.4% 0.5% 1.9% 0.1% -1.1% 0.3% — 30.3%
$183,15¢ 88,37¢ 4,49 17,65( 844 (10,109 3,38¢ — $ 287,81
$ 5,621 51,94C % 57,56
3.1% 20.0%

$177,53¢ 88,37¢ 4,49 17,65( 844 (10,109 3,38¢ (51,94() $ 230,25:
$ 0.4z $ 0.21 $ 0.01 $ 0.0¢ $ — $ 009 $ 0.01 $ (012 $ 0.5t
$ 041 $ 0.2C $ 0.01 $ 0.0¢ $ — $ 002 % 0.01 $ (012 $ 0.5¢

(1) For the third quarter of 2011, we capitalized $ million (including $3.4 million of stock-basedmpensation) of costs incurred for the develogroésoftware products. Amortization
expense from capitalized amounts was $14.4 mifiborthe third quarter of 201:
(2) Non-GAAP financial information for the quarter is agfad for a tax rate equal to our annual estimateddte on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tb@1GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be teutated during the year to take into account eventtrends that we believe materially impact thineated annual rate including,
but not limited to, significant changes resultingnh tax legislation, tax audit closures, materlamges in the geographic mix of revenues and ergearsd other significant events. Due
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the malagy 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 422,030 basic weic-average shares for Class A and Clas
(4) Calculated based upon 431,881 diluted weic-average shares for Class A and Clas



GAAP

Stock-Based
Compensatior

VMware, Inc.

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

Employer
Payroll Taxes
on Employee

Stock Transaction

(unaudited)

Acquisition

Intangible
Amortization

Related
Items and
Other

Capitalized
Software

Developmen

Costs (1)

Stock-Based
Compensatior
Included in
Capitalized
Software
Development

Tax
Adjustment Non-GAAP,
(2) as adjusted

Operating
expenses
Cost of
license
revenues
Cost of
services
revenues
Research and
developmer$175,42¢
Sales and
marketing
General and
administrati$ 66,497
Operating
income
Operating
margin
Income
before
income
taxes
Income tax
provision
Tax rate
Net income
Net income
per
weighted-
average
share,
basic for
Class A
and Clas:
B (3) $
Net income
per
weighted-
average
share,
diluted
for
Class A
and
Class B
4 $

$ 46,330

$ 80,22¢

$251,74¢

$ 94,017

13.2%

$ 96,74t
$ 12,14t

12.6%
$ 84,60(

0.2C

(395)

(4,38Y)
(43,129
(18,109

(7,649

73,651

10.3%

73,651

73,651

$ 0.1¢

$ 0.1¢

(26)

(386)
(3,100
(2,076

779

6,35¢

0.9%

6,35¢

6,35¢

$ 0.0z

(6,685

(1,47
(627)
(1,095
(39
9,91¢

1.4%

9,91¢

9,91¢

$ 0.0z $

(1,035
1,03t

0.1%

1,03¢

1,03¢

$

(26,140

8,25¢

17,88t

2.5%

17,88t

17,88¢

0.04

0.04

1,232

0.2%

1,232

1,232

$ —

13,08«

73,98t
135,60:
230,47:
57,00¢
204,09¢

— 28.6%

206,83:
29,227 % 41,36¢
20.0%

(29,22) $ 165,46

$  (00) $ 0.4¢

$ (0.0 $ 0.3¢

(1) For the third quarter of 2010, we capitaliz&d3$million (including $1.2 million of stock-basedmpensation) of costs incurred for the developroésbftware products. Amortization
expense from capitalized amounts was $26.1 mifiborthe third quarter of 201!
(2) Non-GAAP financial information for the quarter is agfad for a tax rate equal to our annual estimateddte on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountiéons excluded from GAAP income in calculating th@+GAAP financial measures presented above. Oimatg#d tax rate on non-
GAAP income is determined annually and may be teutated during the year to take into account eventirends that we believe materially impact thineated annual rate including,
but not limited to, significant changes resultingnh tax legislation, tax audit closures, matertemges in the geographic mix of revenues and ergeansd other significant events. Due
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the malegy applied to our estimated annual tax rategeasribed above, our estimated
tax rate on nc-GAAP income may differ from our GAAP tax rate amdrfi our actual tax liabilities
(3) Calculated based upon 411,755 basic weic-average shares for Class A and Clas
(4) Calculated based upon 426,581 diluted weic-average shares for Class A and Clas



VMware, Inc.

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

Stock-Based
Compensatior
Included in
Capitalized
Software
Development

Acquisition
Related
Items and
Other

Capitalized
Software
Developmen
Costs (1)

Employer
Payroll Taxes
on Employee

Stock Transaction:

Stock-Based
Compensatior

Intangible

GAAP Amortization

Tax
Gain on Sale 0 Adjustment
Terremark (2) 3)

Non-GAAP,
as adjusted

Operating
expenses
Cost of
license
revenues $151,00¢
Cost of
services
revenues $304,10:
Research and
developme$558,05¢
Sales and
marketing $949,11(
General and
administra#223,39°
Operating
income
Operating
margin
Other income
(expense
net $ 55,80¢
Income
before
income
taxes
Income tax
provision $ 62,03¢
Tax rate 10.6%
Net income  $523,50¢
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) $

(1,279 (93) (32,88Y) — (62,699 —

(17,399 (1,208 (3,720 = = =

(134,62) (8,239 (2,39) — 86,42t (12,429

(70,55() (4,710 (7,347 = = =

(30,556 (1,197 (108) (2,226 — —

$521,11¢ 254,39 15,44¢ 46,45¢ 2,22¢ (23,72)) 12,42¢

19.3% 9.4% 0.6% 1.7% 0.1% -0.9%

$585,54' 254,39 15,44¢ 46,45¢ 2,22¢ (23,72) 12,42¢

254,39 15,44¢ 46,45¢ 2,22¢ (23,72)) 12,42¢

128§ 061 $ 004 $ 011 $ — $ 0.06p $ 0.0z

121 $ 05¢ $ 004 $ 011 $ = $ 0.0 $ 0.0z

0.4%

54,05¢

281,77:
486,80°
866,50:
189,31(
828,34:

30.6%

(56,000 (199

(56,000) — $ 836,77

105,31« $ 167,35:

20.0%

(56,000  (10531) $ 669,42(

$ 0.19) $ 0.25) $ 1.5¢

$ 0.19) $ 0.29 $ 1.5¢

(1) For the first nine months of 2011, we capi&diz86.4 million (including $12.4 million of stodkased compensation) of costs incurred for the deveént of software products.

Amortization expense from capitalized amounts W& B million for the first nine months of 201
(2) VMware realized a gain of $56.0 million on the saféts investment in Terremark Worldwide, Ir

(3) Non-GAAP financial information for the quarter is agfad for a tax rate equal to our annual estimatedate on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tb@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be teutated during the year to take into account eventrends that we believe materially impact thingated annual rate including,
but not limited to, significant changes resultingnh tax legislation, tax audit closures, materlamges in the geographic mix of revenues and ergearsd other significant events. Due
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the malagy applied to our estimated annual tax ratedeasribed above, our estimated

tax rate on nc-GAAP income may differ from our GAAP tax rate amdrfi our actual tax liabilities
(4) Calculated based upon 420,247 basic weic-average shares for Class A and Clas
(5) Calculated based upon 431,846 diluted weic-average shares for Class A and Clas



GAAP

Stock-Based
Compensatior

Employer
Payroll Taxes
on Employee

Stock Transaction

VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA
For the Nine Months Ended September 30, 2010

(in thousands, except per share amounts)
(unaudited)

Intangible
Amortization

Acquisition

Related
Items and
Other

Capitalized
Software
Developmen

Costs (1)

Stock-Based
Compensatior

Included in
Capitalized
Software
Development

Tax
Adjustment
Non-GAAP,
(2) as adjusted

Operating
expenses
Cost of
license
revenues
Cost of
services
revenues
Research and
developmer$475,29°
Sales and
marketing
General and
administrati195,40¢
Operating
income
Operating
margin
Income
before
income
taxes
Income tax
provision
Tax rate
Net income
Net income
per
weighted-
average
share,
basic for
Class A
and Clas:
B (3) $
Net income
per
weighted-
average
share,
diluted
for
Class A
and
Class B
4 $

$126,72¢

$226,64:

$700,23¢

$297,37¢

14.7%

$291,32¢

$ 53,76¢
18.5%
$237,55¢

0.5¢

0.5¢€

(1,170

(12,607)
(117,29)

(49,607

(24,526
205,19(

10.1%

205,19(

205,19(

$ 0.5C

$ 0.4¢

(63

(562)
(5,807)
(3,13)
(1,349
10,91

0.5%

10,91:

10,91:

$ 0.0z

$ 0.0z

(15,410

(3,199
(1,729
(2,139

(114
22,58

1.1%

22,58:

22,58:

$ 0.0¢€

$ 0.0t

(3,179

3,17¢

0.2%

3,17¢

3,17¢

$ 0.01

$ —

(71,057

52,89(

18,167

0.9%

18,167

18,16°

$ 0.04

$ 0.04

8,10z

0.4%

8,10z

8,10:

$ 0.0z

$ 0.0z

39,02:

210,27t
395,26:
645,36!
166,24!
565,50t
— 28.0%
= $ 559,45

65,17¢ $ 118,94
21.3%

(65,179 $ 440,51

$ 0.1¢p $ 1.0¢

$ 019 $ 1.0¢

(1) For the first nine months of 2010, we capitdiz52.9million (including $8.1 million of stock-ted compensation) of costs incurred for the devedoy of software products.
Amortization expense from capitalized amounts wak % million for the first nine months of 201
(2) Non-GAAP financial information for the quarter is agfad for a tax rate equal to our annual estimateddte on non-GAAP income. This rate is basedwrestimated annual GAAP
income tax rate forecast, adjusted to accountéons excluded from GAAP income in calculating tb@+GAAP financial measures presented above. Oimatgd tax rate on non-
GAAP income is determined annually and may be teutated during the year to take into account eventtrends that we believe materially impact thineated annual rate including,
but not limited to, significant changes resultingnh tax legislation, tax audit closures, matertemges in the geographic mix of revenues and ergeansd other significant events. Due
to the differences in the tax treatment of itemsleded from non-GAAP earnings, as well as the matlegy applied to our estimated annual tax rategeasribed 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 408,082 basic weic-average shares for Class A and Clas
(4) Calculated based upon 421,949 diluted weic-average shares for Class A and Clas



Revenues
License
Services
Software maintenanc
Professional service

Total service:

Percentage of revenue
License
Services
Software maintenanc
Professional service

Total service:

VMware, Inc.

REVENUE BY TYPE
(in thousands)
(unaudited)

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
$443,59° $343,23¢ $1,327,40. $ 979,08:
426,77 314,13 1,176,90 871,80
71,49 56,87¢ 202,48! 170,79
498,26t 371,00¢ 1,379,39. 1,042,60:
$941,86: $714,24! $2,706,79: $2,021,68:
47.1% 48.1% 49.(% 48.2%
45.2% 44.(% 43.5% 43.1%
7.€% 7.% 7.5% 8.5%
52.% 51.% 51.(% 51.6%
100.(% 100.(% 100.(% 100.(%




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES
TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
For the Three Months Ended September 30, 2011 and®20
(in thousands)

(unaudited)
For the Three Months Ended
September 30,
2011 2010
GAAP cash flows from operating activities $ 523,51: $ 196,69¢
Capitalized software development cc (21,139 (7,029
Excess tax benefits from stc-based compensatic 46,42¢ 78,70:
Capital expenditure (54,94%) (31,137

Free cash flow $ 493,85: $ 237,24




VMware, Inc.

RECONCILIATION OF GAAP CASH FLOWS FROM OPERATING AC TIVITIES

GAAP cash flows from operating activities
Capitalized software development cc

Excess tax benefits from stc-based compensatic
Capital expenditure

Free cash flow

TO FREE CASH FLOWS
(A NON-GAAP FINANCIAL MEASURE)
For the Trailing Twelve Months Ended September 302011 and 2010

(in thousands)
(unaudited)

For the Trailing Twelve Months
Ended September 30,

2011 2010
$1,870,83  $1,051,46!

(89,95%) (63,287)

253,94 180,58(

(217,630 (114,70)
$1,817,20, $1,054,05




About Non-GAAP Financial Measures

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

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

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

» Stock-based compensatioalthough stock-based compensation is an importgpéet of the compensation of VMware’'s employees
and executives, determining the fair value of tioelsbased instruments involves a high degreedgjuent and estimation and the
expense recorded may bear little resemblance tadtual value realized upon the future exercisenination of the related stock-
based awards. Furthermore, unlike cash compens#tiewalue of stock-based compensation is detewuinising a complex formula
that incorporates factors, such as market volatilitat are beyond our control. Management beli@vissuseful to exclude stock-
based compensation in order to better understanbbity-term performance of our core business affidcititate comparison of our
results to those of peer companies. In additionaesmunt for stock-based compensation under GAARGhwequires that we report
the excess income tax benefit from stock-based eosgiion as a financing cash flow rather than aspanating cash flow. We have
added this benefit back to our calculation of fteash flows in order to generally classify cash 8avising from income taxes as
operating cash flow:

* Employer payroll tax on employee stock transacticThe amount of employer payroll taxes on stock-basadpensation is
dependent on VMwa'’'s stock price and other factors that are beyondontrol and do not correlate to the operatiorhefliusiness

*  Amortization of intangible assetA portion of the purchase price of VMwaseacquisitions is generally allocated to intangéssets
such as intellectual property, and is subject toréimation. However, VMware does not acquire busses on a predictable cycle.
Additionally, the amount of an acquisition’s pursbagrice allocated to intangible assets and time ¢diits related amortization can
vary significantly and are unique to each acqusitiTherefore, VMware believes that the presentationon-GAAP financial
measures that adjust for the amortization of intalegassets, provides investors and others withnsistent basis for comparison
across accounting perioc

» Acquisition related itemsAcquisition related items include direct costs ofjaisitions, such as transaction fees, which vary
significantly and are unique to each acquisitioddi#ionally, VMware does not acquire businessea pnedictable cycle



» Capitalized software development cosBapitalized software development costs encompasggtalization of development costs
the subsequent amortization of the capitalizedscoger the useful life of the product. Amortizatieamd capitalization of software
development costs can vary significantly dependipgn the timing of products reaching technologieakibility and being made
generally available. In addition, we exclude thpitzization of software from our free cash flovesttetter convey management’s
view of operating cash flows. If we did not capitalcosts under generally accepted accounting goeaur GAAP operating cash
flows would be lower as a result of additional exgerecognized within net income and paid out 8haturing the perioc

» Gain on sale of Terremark investmein.the second quarter of 2011, we sold our investnin Terremark Worldwide, Inc., which
was acquired by Verizon in a cash transaction,raalized a gain of $56.0 million. Our investmenTerremark was made in
connection with a business and technical collalbmmand was not made to seek an investment géimfond our business
operations. To the extent that sizeable gainsssde are realized on such investments, they doceat on a predictable
cycle. Additionally, the timing of the event thaggered our divestment and whether or not we zedla gain or loss, was not under
our control.

* Tax AdjustmentNon-GAAP financial information for the quarter idjasted for a tax rate equal to our annual estichte® rate on
non-GAAP income. This rate is based on our estichatewual GAAP income tax rate forecast, adjusteattmunt for items excluded
from GAAP income in calculating our non-GAAP incon@ur estimated tax rate on non-GAAP income isrdeiteed annually and
may be re-calculated during the year to take isttoant events or trends that we believe materialfyact the estimated annual rate
including, but not limited to, significant changesulting from tax legislation, tax audit closuresterial changes in the geographic
mix of revenues and expenses and other signifieagnts. Due to the differences in the tax treatroéitems excluded from non-
GAAP earnings, as well as the methodology appledur estimated annual tax rates as described abavestimated tax rate on
nor-GAAP income may differ from our GAAP tax rate amdrh our actual tax liabilities

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

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

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

Revenue Growth in Constant Currency

We have invoiced and collected in the Euro, theéi®riPound, the Japanese Yen, and the AustraliflarDo their respective regions since May
2009. As a result, our total revenues are affebtechanges in the U.S. Dollar against these cuieentn order to provide a comparable
framework for assessing how our business perforaxetiiding the effect of foreign currency fluctuatsp management analyzes year-over-year
revenue growth on a constant currency basis. Sihad our entities operate with the U.S. Dollartlasir functional currency, revenues for orders
booked in currencies other than U.S. Dollars areveded into unearned revenue at the exchangénratéect for the month in which each order
is booked. We calculate constant currency on lieeegenues recognized during the current pericdvikee originally booked in currencies ot
than U.S. Dollars by comparing the exchange ratesich the revenue was recognized against theamgirate that was used in the compal
period. We do not calculate constant currency oviges revenues, which include software maintenaegenues and professional services
revenues



