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VMware Vision: The Essential, Ubiquitous Digital Foundation
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Overview of Results: Revenue Highlights 



©2019 VMware, Inc. 77

Hybrid Cloud Subscription and SaaS



©2019 VMware, Inc. 88

Income Statement Highlights
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Select Financial Measures
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Guidance

FY20

Total Revenue $10.030B 11.8% YoY

License Revenue $4.275B 12.8% YoY
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Guidance

FY20

Non-GAAP Operating Margin (1) 33%

Diluted Non-GAAP Net Income per share (1) $6.49

Diluted Share Count 417M

Non-GAAP Tax Rate(2) 16%

GAAP Tax Rate(2) Approximately 1 to 3 points lower than 

non-GAAP tax rate
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Guidance

FY20

Cash Flow From Operations $3.950B

CapEx $320M

Free Cash Flow(1) $3.630B
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Guidance

Q2FY20

Total Revenue $2.425B 11.5% YoY

License Revenue $1B 11.1% YoY
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Guidance

Q2FY20

Non-GAAP Operating Margin (1) 32.6%

Diluted Non-GAAP Net Income per share (1) $1.55

Diluted Share Count 417M

Non-GAAP Tax Rate(2) 16%

GAAP Tax Rate(2) Approximately 1 to 3 points higher than 

non-GAAP tax rate
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Q&A
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Appendix

Enterprise Agreements

43% of total bookings

16 deals over $10M

10 of the top 10 deals included NSX

9 of the top 10 deals included Management

9 of the top 10 deals included EUC

8 of the top 10 deals included vSAN
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Appendix
VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA

For the Three Months Ended May 3, 2019

(amounts in millions, except per  share amounts, and shares in thousands)

(unaudited)

GAAP
Stock-Based

Compensation

Employer
Payroll Taxes
on Employee

Stock
Transactions

Intangible
Amortization

Acquisition,
Disposition
and Other

Items
Tax 

Adjustment
(1)

Non-GAAP,
as adjusted

(2)

Operating expenses:

Cost of license revenue $ 50 — — (33) — — $ 17

Cost of services revenue $ 302 (16) — (1) — — $ 287

Research and development $ 533 (95) — — — — $ 437

Sales and marketing $ 779 (57) (2) (10) — — $ 712

General and administrative $ 187 (26) — — (13) — $ 146

Operating income $ 415 194 2 44 13 — $ 667

Operating margin
(2)

18.3% 8.5% 0.1% 1.9% 0.6% — 29.5%

Other income (expense), net (3) $ 145 — — — (133) — $ 12

Income before income tax $ 540 194 2 44 (120) — $ 659

Income tax provision $ 35 71 $ 106

Tax rate(2) 6.4% 16.0%

Net income $ 505 194 2 44 (120) (71) $ 553

Net income per weighted-average share,
diluted for Classes A and B

(2) (4)
$ 1.21 $ 0.46 $ 0.01 $ 0.10 $ (0.29) $ (0.17) $ 1.32

(1)
  Non-GAAP financial information for the quarter is adjusted for a tax rate equal to our annual estimated tax rate on non-GAAP  income. This rate is based on our estimated annual GAAP  income tax rate forecast, adjusted to 

account for items excluded from GAAP income in calculating the non-GAAP financial measures presented above as well as significant tax adjustments. Our estimated tax rate on non-GAAP  income is determined annually 

and may be adjusted during the year to take into account events or trends that we believe materially impact the estimated annual rate including, but not limited to, significant changes resulting from tax legislation, material 

changes in the geographic mix of revenue and expenses, changes to our corporate structure and other significant events. Due to the dif ferences in the tax treatment of items excluded from non-GAAP  earnings, as well as the 

methodology applied to our estimated annual tax rates as described above, our estimated tax rate on non-GAAP  income may differ from our GAAP tax rate and from our actual tax liabilities.  

(2)
  Totals may not sum, due to rounding. Operating mar gin, tax rate and net income per weighted average share information are calculated based upon the respective underlying, non-rounded data.

(3)  
Non-GAAP adjustment to other income (expense), net includes gains or losses on equity investments, whether realized or unrealized. During the three months ended May 3, 2019, this adjustment primarily included an 

unrealized gain of $132 million, which related to VMware's investment in Pivotal to adjust it to its fair value. 

(4)
 Calculated based upon 418,387 diluted weighted-average shares for Classes A and B. 
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VMware, Inc.

RECONCILIATION OF GAAP TO NON-GAAP DATA

For the Three Months Ended May 4, 2018

(amounts in millions, except per  share amounts, and shares in thousands)

(unaudited)

GAAP
Stock-Based

Compensation

Employer
Payroll Taxes
on Employee

Stock 
Transactions

Intangible
Amortization

Acquisition,
Disposition
and Other

Items
Tax 

Adjustment
(1)

Non-GAAP,
as adjusted

(2)

Operating expenses:

Cost of license revenue $ 45 — — (30) — — $ 15

Cost of services revenue $ 251 (11) (1) (1) — — $ 239

Research and development $ 453 (84) — — (1) — $ 368

Sales and marketing $ 706 (46) (1) (7) (1) — $ 651

General and administrative $ 169 (20) — — (11) — $ 137

Realignment and loss on disposition $ 2 — — — (2) — $ —

Operating income $ 382 161 2 38 15 — $ 598

Operating margin(2) 19.0% 8.0% 0.1% 1.9% 0.8% — 29.8%

Other income (expense), net
(3)

$ 779 — — — (776) — $ 2

Income before income tax $ 1,175 161 2 38 (761) — $ 614

Income tax provision $ 233 (134) $ 98

Tax rate(2) 19.8% 16.0%

Net income $ 942 161 2 38 (761) 134 $ 516

Net income per weighted-average share,
diluted for Classes A and B(2) (4) $ 2.29 $ 0.39 $ — $ 0.09 $ (1.85) $ 0.33 $ 1.26

(1) Non-GAAP financial information for the quarter is adjusted for a tax rate equal to our annual estimated tax rate on non-GAAP  income. This rate is based on our estimated annual GAAP  income tax rate forecast, adjusted to 

account for items excluded from GAAP income in calculating the non-GAAP financial measures presented above as well as significant tax adjustments. Our estimated tax rate on non-GAAP  income is determined annually 

and may be adjusted during the year to take into account events or trends that we believe materially impact the estimated annual rate including, but not limited to, significant changes resulting from tax legislation, material 

changes in the geographic mix of revenue and expenses, changes to our corporate structure and other significant events. Due to the dif ferences in the tax treatment of items excluded from non-GAAP  earnings, as well as the 

methodology applied to our estimated annual tax rates as described above, our estimated tax rate on non-GAAP  income may differ from our GAAP tax rate and from our actual tax liabilities.

(2) Totals may not sum, due to rounding. Operating mar gin, tax rate and net income per weighted average share information are calculated based upon the respective underlying, non-rounded data.

(3) Non-GAAP adjustment to other income (expense), net includes gains or losses on equity investments, whether realized or unrealized. During the first quarter of fiscal 2019, this adjustment primarily included a gain of $781 

million, which related to VMware's investment in Pivotal to adjust it to its fair value. 

(4)  Calculated based upon 410,932 diluted weighted-average shares for Classes A and B. 
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Appendix
VMware, Inc.

GROWTH IN REVENUE PLUS SEQUENTIAL CHANGE IN UNEARNED REVENUE

(in millions)

(unaudited)

Growth in Total Revenue Plus Sequential Change in Unearned Revenue

Three Months Ended

May 3, May 4,

2019 2018

Total revenue, as reported $ 2,266 $ 2,008

Sequential change in unearned revenue (1) 141 (83)

Total revenue plus sequential change in unearned revenue $ 2,407 $ 1,925

Change (%) over prior year, as reported 25%

Change in unearned revenue due to cloud credits reclassification (2) $ — $ 77

Total revenue plus sequential change in unearned revenue, excluding impact of cloud
credits reclassification $ 2,407 $ 2,002

Change (%) over prior year, excluding impact of cloud credits reclassification 20%

Growth in License Revenue Plus Sequential Change in Unearned License Revenue

Three Months Ended

May 3, May 4,

2019 2018

Total license revenue, as reported $ 869 $ 774

Sequential change in unearned license revenue (3) 48 (27)

Total license revenue plus sequential change in unearned license revenue $ 917 $ 747

Change (%) over prior year, as reported 23%

Change in unearned license revenue due to cloud credits reclassification (2) $ — $ 39

Total license revenue plus sequential change in unearned license revenue, excluding
impact of cloud credits reclassification $ 917 $ 786

Change (%) over prior year, excluding impact of cloud credits reclassification 17%

(1) Sequential change in unearned revenue consists of the change in total unearned revenue from the preceding quarter . Total unearned 
revenue consists of current and non-current unearned revenue amounts presented in the condensed consolidated balance sheets.  

(2) 
During the three months ended May 4, 2018, with the adoption of Accounting Standards Codification 606, Revenue from 
Contracts with Customers ("ASC 606"), cloud credits totaling $77 million, which were redeemable by the customer for the gross 
value of our cloud offerings, were reclassified from unearned revenue to customer deposits as customers could redeem the cloud 
credits for certain third-party cloud offerings where revenue would be recognized net of third-party costs. This reclassification 
included $39 million from unearned license revenue. Customer deposits are included in accrued expenses and other as well as 
other long-term liabilities on the condensed consolidated balance sheets.

(3) Unearned license revenue primarily consists of the allocated portion of VMware's SaaS offerings.
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GAAP Operating Margin 20.0% - 21.6% Projected 21.4% - 22.8% Projected

Stock-based Compensation 8.9% Estimated 8.4% Estimated

Employer Payroll Tax on Employee 

Stock Transactions
0.1% Estimated 0.1% Estimated

Intangible Amortization 1.8% Estimated 1.5% Estimated

Acquisition, Disposition and Other 

Related Items
0.6% Estimated 0.5% Estimated

Non-GAAP Operating Margin 32.6% Projected 33.0% Projected

Reconciliation of GAAP to Non-GAAP Operating Margin Guidance

Q2FY20 (Projected) FY20 (Projected)

(1) Values of items excluded from GAAP operating margin are estimates. While the aggregate of estimates may not foot, 

in total we expect GAAP operating margin to be 11 to 13 percentage points less than non-GAAP operating margin.

(2) Values of items excluded from GAAP operating margin are estimates. While the aggregate of estimates may not foot, 

in total we expect GAAP operating margin to be 10 to 12 percentage points less than non-GAAP operating margin.

(2)(1)
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Appendix

GAAP

Net Income per Diluted Share
$0.90 - $0.98 Projected $4.52 - $4.82 Projected

Stock-based Compensation 0.52 Estimated 2.03 Estimated

Employer Payroll Tax on Employee 

Stock Transactions
0.01 Estimated 0.02 Estimated

Intangible Amortization 0.10 Estimated 0.36 Estimated

Acquisition, Disposition and Other 

Related Items
0.03 Estimated (0.20)        Estimated(3)

Tax Adjustment (4) (0.07) Estimated (0.47) Estimated

Non-GAAP

Net Income per Diluted Share
$1.55 Projected $6.49 Projected

(4) Non-GAAP tax rate is equal to VMware’s annual estimated tax rate on non-GAAP income for the period shown. This 

rate is based on VMware’s estimated annual GAAP income tax rate forecast, adjusted to account for items excluded 

from GAAP income in calculating VMware’s non-GAAP income as well as discrete items.  VMware’s estimated tax rate 

on non-GAAP income is determined annually and may be adjusted during the year to take into account events or trends 

that VMware management believes materially impact the estimated annual rate including, but not limited to, significant 

changes resulting from tax legislation, material changes in the geographic mix of revenue and expenses, changes to our 

corporate structure and other significant events.

(1) Values of items excluded from GAAP net income per diluted share are estimates. While the aggregate of estimates 

may not foot, in total we expect GAAP net income per share to be $0.57 to $0.65 less than non-GAAP net income per 

share.

(2) Values of items excluded from GAAP net income per diluted share are estimates. While the aggregate of estimates 

may not foot, in total we expect GAAP net income per share to be $1.67 to $1.97 less than non-GAAP net income per 

share.

Reconciliation of GAAP to Non-GAAP Net Income per Diluted Share Guidance

Q2FY20 (Projected) FY20 (Projected)

(3) Includes Q1 FY-20 gains on strategic investments, including Q1 FY-20 gain on investment in Pivotal Software of 

$132M.

(2)(1)
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Forward-Looking Statements


