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Explanatory Note
 

On November 22, 2023, Broadcom Inc. (“Broadcom”) completed its acquisition of VMware, Inc. (“VMware”) pursuant to the Agreement and
Plan of
Merger (the “Merger Agreement”), dated as of May 26, 2022, by and among Broadcom, VMware and the other parties named therein.
 

This Amendment No. 1 on Form 8-K/A is being filed to amend Item 9.01(a) and (b) of the Current Report on Form 8-K that Broadcom filed
with the
Securities and Exchange Commission (“SEC”) on November 22, 2023 regarding the completion of its acquisition of VMware to include the historical
financial statements of VMware required by Item 9.01(a) of Form 8-K and the pro forma financial
information required by Item 9.01(b) of Form 8-K.
 
Item 9.01 Financial Statements and Exhibits.
 

(a) Financial Statements of Businesses Acquired
 

The audited financial statements of VMware as of and for the year ended February 3, 2023, together with the notes related thereto and
the Report of
Independent Registered Public Accounting Firm thereon, and unaudited financial statements of VMware as of and for the nine months ended November 3,
2023, are filed as Exhibits 99.1 and 99.2, respectively, to this Form 8-K/A and
incorporated by reference herein.
 

(b) Pro Forma Financial Information
 

The unaudited pro forma financial information for Broadcom, after giving effect to the acquisition of VMware and adjustments described
in such pro
forma financial information, is attached hereto as Exhibit 99.3 and incorporated by reference herein.
 

(d) Exhibits
 
Exhibit No.   Description
   
23.1   Consent of Independent Registered
Public Accounting Firm, PricewaterhouseCoopers LLP.
99.1

 

Audited consolidated financial statements of VMware as of
February 3, 2023 and for the fiscal year ended February 3, 2023 and the notes
related thereto and Report of Independent Registered Public Accounting Firm thereon (incorporated by reference to pages 60 through 104
of VMware’s Annual Report
on Form 10-K for the fiscal year ended February 3, 2023 (SEC File No. 001-33622), filed with the SEC on
March 28, 2023).

99.2
 

Unaudited
condensed consolidated financial statements of VMware as of November 3, 2023 and for the nine months ended November 3,
2023 and the notes related thereto.

99.3
 

Unaudited
pro forma condensed combined balance sheet as of October 29, 2023 and the unaudited pro forma condensed combined
statement of operations for the fiscal year ended October 29, 2023, giving effect to the acquisition of VMware.

104   Cover Page Interactive Data File (formatted as Inline XBRL).
 

https://www.sec.gov/ix?doc=/Archives/edgar/data/1124610/000112461023000015/vmw-20230203.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1124610/000112461023000015/vmw-20230203.htm


SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the
undersigned hereunto duly authorized.
 
Date: February 8, 2024   
    
  Broadcom Inc.
     
  By: /s/ Kirsten M. Spears
  Name: Kirsten M. Spears
  Title: Chief Financial Officer and Chief Accounting Officer
 



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 333-276053, 333-275702, 333-235753, 333-235663,
333-228175, 333-209331-01, 333-215291-01, and 333-221654-0) and Form S-3 (Nos. 333-257056) of Broadcom
Inc. of our report dated March 28, 2023
relating to the financial statements of VMware,
Inc., which is incorporated by reference in this Current Report on Form 8-K/A.
 
/s/ PricewaterhouseCoopers LLP
San Jose, California
February 8, 2024



Exhibit 99.2

VMware, Inc.
 CONDENSED CONSOLIDATED STATEMENTS OF INCOME

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

 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
Revenue(1):                        

License   $ 540    $ 621    $ 1,676    $ 1,990 
Subscription and SaaS     1,398      988      3,875      2,830 
Services     1,514      1,602      4,586      4,815 

Total revenue     3,452      3,211      10,137      9,635 
Operating expenses(2):                            

Cost of license revenue     34      39      111      113 
Cost of subscription and SaaS revenue     196      196      606      583 
Cost of services revenue     389      384      1,185      1,128 
Research and development     805      832      2,487      2,409 
Sales and marketing     1,072      1,081      3,277      3,216 
General and administrative     257      289      917      815 
Realignment     —      —      —      7 

Operating income     699      390      1,554      1,364 
Investment income     76      20      214      28 
Interest expense     (78)     (77)     (238)     (222)
Other income (expense), net     (4)     (14)     23      (44)
Income before income tax     693      319      1,553      1,126 
Income tax provision     154      88      313      306 
Net income   $ 539    $ 231    $ 1,240    $ 820 
Net income per weighted-average share, basic   $ 1.25    $ 0.55    $ 2.88    $ 1.94 
Net income per weighted-average share, diluted   $ 1.23    $ 0.54    $ 2.85    $ 1.93 
Weighted-average shares, basic     431,744      423,993      430,108      422,194 
Weighted-average shares, diluted     437,039      426,328      434,249      424,490 

                           
(1) Includes related party revenue as follows (refer to Note C):                            

License   $ 201    $ 287    $ 679    $ 977 
Subscription and SaaS     430      283      1,197      797 
Services     569      627      1,762      1,901 

(2) Includes stock-based compensation as follows:                       
Cost of license revenue   $ —    $ —    $ 1    $ 1 
Cost of subscription and SaaS revenue     7      7      19      18 
Cost of services revenue     25      31      70      79 
Research and development     155      163      448      441 
Sales and marketing     91      104      259      278 
General and administrative     61      43      142      124 

 
The accompanying notes are an integral part of the condensed consolidated financial statements.



VMware, Inc.
 CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in millions)
(unaudited)

 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
Net income   $ 539    $ 231    $ 1,240    $ 820 
Other comprehensive income (loss):                            

Changes in fair value of effective foreign currency forward contracts:                            
Unrealized gains (losses), net of tax provision (benefit) of $—,
$(1), $— and

$(1)     (2)     (4)     (3)     (9)
Reclassification of (gains) losses realized during the period, net of tax

(provision) benefit of $—, $1, $— and $—     1      4      —      1 
Total other comprehensive income (loss)     (1)     —      (3)     (8)
Comprehensive income, net of taxes   $ 538    $ 231    $ 1,237    $ 812 
 

The accompanying notes are an integral part of the condensed consolidated financial statements.



VMware, Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS

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

   
November 3,

2023    
February 3,

2023  
ASSETS            

Current assets:            
Cash and cash equivalents   $ 6,571    $ 5,100 
Accounts receivable, net of allowance of $9 and $9     2,634      2,510 
Due from related parties     1,250      2,078 
Other current assets     555      543 

Total current assets     11,010      10,231 
Property and equipment, net     1,634      1,623 
Deferred tax assets     6,454      6,157 
Intangible assets, net     317      478 
Goodwill     9,598      9,598 
Due from related parties     264      208 
Other assets     2,962      2,942 

Total assets   $ 32,239    $ 31,237 
LIABILITIES AND STOCKHOLDERS’ EQUITY              

Current liabilities:              
Accounts payable   $ 148    $ 267 
Accrued expenses and other     1,901      2,568 
Customer deposits     2,926      1,087 
Current portion of long-term debt     1,248      1,000 
Unearned revenue     6,681      7,079 
Due to related parties     387      390 

Total current liabilities     13,291      12,391 
Long-term debt     8,205      9,440 
Unearned revenue     5,250      5,664 
Income tax payable     376      287 
Operating lease liabilities     754      845 
Due to related parties     506      648 
Other liabilities     467      428 

Total liabilities     28,849      29,703 
Contingencies (refer to Note D)              
Stockholders’ equity:              

Class A common stock, par value $0.01; authorized 2,500,000 shares; issued and outstanding 431,982 and 426,741
shares     4      4 

Additional paid-in capital     1,714      1,095 
Accumulated other comprehensive loss     (7)     (4)
Retained earnings     1,679      439 

Total stockholders’ equity     3,390      1,534 
Total liabilities and stockholders’ equity   $ 32,239    $ 31,237 

 
The accompanying notes are an integral part of the condensed consolidated financial statements.



VMware, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
(unaudited)

    Nine Months Ended  

   
November 3,

2023    
October 28,

2022  
Operating activities:            
Net income   $ 1,240    $ 820 
Adjustments to reconcile net income to net cash provided by operating activities:              

Depreciation and amortization     1,005      906 
Stock-based compensation     939      941 
Deferred income taxes, net     (297)     (181)
(Gain) loss on equity securities and disposition of assets, net     11      (11)
Other     5      6 
Changes in assets and liabilities, net of acquisitions:              

Accounts receivable     (130)     384 
Other current assets and other assets     (591)     (512)
Due from related parties     770      627 
Accounts payable     (121)     48 
Accrued expenses, customer deposits and other liabilities     1,047      (527)
Income taxes payable     163      208 
Unearned revenue     (812)     (6)
Due to related parties     (145)     (36)

Net cash provided by operating activities     3,084      2,667 
Investing activities:              
Additions to property and equipment     (270)     (327)
Sales of investments in equity securities     —      20 
Purchases of strategic investments     (3)     (11)
Proceeds from disposition of assets     14      91 
Business combinations, net of cash acquired, and purchases of intangible assets     (8)     (4)
Net cash used in investing activities     (267)     (231)
Financing activities:              
Proceeds from issuance of common stock     10      248 
Repayment of term loan     —      (2,000)
Repayment of current portion of senior notes     (1,000)     — 
Repurchase of common stock     —      (89)
Shares repurchased for tax withholdings on vesting of restricted stock     (358)     (253)
Principal payments on finance lease obligations     (4)     (4)
Net cash used in financing activities     (1,352)     (2,098)
Net increase in cash, cash equivalents and restricted cash     1,465      338 
Cash, cash equivalents and restricted cash at beginning of the period     5,127      3,663 
Cash, cash equivalents and restricted cash at end of the period   $ 6,592    $ 4,001 
Supplemental disclosures of cash flow information:              
Cash paid for interest   $ 243    $ 226 
Cash paid for taxes, net     495      278 
Non-cash items:              
Changes in capital additions, accrued but not paid   $ (5)   $ 23 
 

The accompanying notes are an integral part of the condensed consolidated financial statements.



VMware, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)

(in millions)
(unaudited)

    Three Months Ended November 3, 2023  

 

 
Class A

Common Stock  

 

Additional
Paid-in
Capital    

Retained
Earnings    

Accumulated
Other

Comprehensive
Loss    

Stockholders’ 
Equity    Shares     Par Value  

Balance, August 4, 2023     431    $ 4    $ 1,409    $ 1,140    $ (6)   $ 2,547 
Proceeds from issuance of common stock    —      —      5      —      —      5 
Issuance of restricted stock     1      —      —      —      —      — 
Shares withheld for tax withholdings on

vesting of restricted stock     —      —      (45)     —      —      (45)
Stock-based compensation     —      —      345      —      —      345 
Total other comprehensive loss     —      —      —      —      (1)     (1)
Net income     —      —      —      539      —      539 

Balance, November 3, 2023     432    $ 4    $ 1,714    $ 1,679    $ (7)   $ 3,390 
 
    Nine Months Ended November 3, 2023  

 

 
Class A

Common Stock  

 

Additional
Paid-in
Capital    

Retained
Earnings    

Accumulated
Other

Comprehensive
Loss    

Stockholders’
Equity    Shares     Par Value  

Balance, February 3, 2023     427    $ 4    $ 1,095    $ 439    $ (4)   $ 1,534 
Proceeds from issuance of common stock    —      —      10      —      —      10 
Issuance of restricted stock     8      —      —      —      —      — 
Shares withheld for tax withholdings on

vesting of restricted stock     (3)     —      (350)     —      —      (350)
Stock-based compensation     —      —      959      —      —      959 
Total other comprehensive loss     —      —      —      —      (3)     (3)
Net income     —      —      —      1,240      —      1,240 

Balance, November 3, 2023     432    $ 4    $ 1,714    $ 1,679    $ (7)   $ 3,390 
 
    Three Months Ended October 28, 2022  

 

 
Class A

Common Stock  

 

Additional
Paid-in
Capital    

Accumulated
Deficit    

Accumulated
Other

Comprehensive
Loss    

Stockholders’
Equity    Shares     Par Value  

Balance, July 29, 2022     423    $ 4    $ 435    $ (286)   $ (13)   $ 140 
Proceeds from issuance of common stock    1      —      124      —      —      124 
Issuance of restricted stock     1      —      —      —      —      — 
Shares withheld for tax withholdings on

vesting of restricted stock     —      —      (44)     —      —      (44)
Stock-based compensation     —      —      355      —      —      355 
Net income     —      —      —      231      —      231 

Balance, October 28, 2022     425    $ 4    $ 870    $ (55)   $ (13)   $ 806 
 



    Nine Months Ended October 28, 2022  

 

 
Class A

Common Stock  

 

Additional
Paid-in
Capital    

Accumulated
Deficit    

Accumulated
Other

Comprehensive
Loss    

Stockholders’
Equity (Deficit)   Shares     Par Value  

Balance, January 28, 2022     419    $ 4    $ —    $ (875)   $ (5)   $ (876)
Proceeds from issuance of common

stock     3      —      248      —      —      248 
Repurchase and retirement of common

stock     (1)     —      (89)     —      —      (89)
Issuance of restricted stock     6      —      —      —      —      — 
Shares withheld for tax withholdings on

vesting of restricted stock     (2)     —      (252)     —      —      (252)
Stock-based compensation     —      —      963      —      —      963 
Total other comprehensive loss     —      —      —      —      (8)     (8)
Net income     —      —      —      820      —      820 

Balance, October 28, 2022     425    $ 4    $ 870    $ (55)   $ (13)   $ 806 
 

The accompanying notes are an integral part of the condensed consolidated financial statements.



VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

A. Overview and Basis of Presentation
 
Company and Background
 

VMware, Inc. (“VMware” or the “Company”) originally pioneered the development and application of virtualization technologies with x86
server-
based computing, separating application software from the underlying hardware, and then evolved to become the private cloud and mobility management
leader. Building upon that leadership, VMware is focused on becoming the multi-cloud leader.
Information technology (“IT”) driven innovation continues
to disrupt markets and industries. Technologies emerge faster than organizations can absorb, creating increasingly complex environments. Organizations’ IT
departments and corporate divisions
are working at an accelerated pace to harness new technologies, platforms and cloud models, ultimately guiding
businesses and their product teams through a digital transformation. To take on these challenges, the Company is helping customers drive
their multi-cloud
strategy by providing the multi-cloud platform for all applications, enabling digital innovation and enterprise control.
 
Basis of Presentation
 

The financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United
States of
America (“GAAP”).
 

The fiscal year for VMware is the 52 or 53 weeks ending on the Friday nearest to January 31 of each year. Fiscal 2024 is a 52-week
fiscal year and
fiscal 2023 was a 53-week fiscal year, in which the fourth quarter had 14 weeks.
 

The accompanying unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the
Securities
and Exchange Commission (the “SEC”) for interim financial reporting. In the opinion of management, these unaudited condensed consolidated financial
statements include all adjustments, consisting of normal recurring adjustments and
accruals, for a fair statement of VMware’s condensed consolidated
results of operations, financial position and cash flows for the periods presented. Results of operations are not necessarily indicative of the results that may
be expected for the
full fiscal year 2024. Certain information and footnote disclosures typically included in annual consolidated financial statements have
been condensed or omitted. Accordingly, these unaudited interim condensed consolidated financial statements
should be read in conjunction with the
consolidated financial statements and related notes included in VMware’s Annual Report on Form 10-K filed on March 28, 2023.
 

On November 1, 2021, VMware’s spin-off from Dell Technologies Inc. (“Dell”) was completed (the “Spin-Off”). As a result of the
Spin-Off, VMware
became a standalone company and entities affiliated with Michael Dell (the “MSD Stockholders”), who serves as VMware’s Chairman of the Board and
chairman and chief executive officer of Dell, and entities affiliated with Silver Lake
Partners (the “SLP Stockholders”), of which Egon Durban, a VMware
director, is a managing partner, became owners of direct interests in VMware representing 39.2% and 9.7%, respectively, of VMware’s outstanding stock,
based on the shares outstanding
as of November 3, 2023. Due to the MSD Stockholders’ and SLP Stockholders’ direct ownership in both VMware and
Dell, as well as Mr. Dell’s executive position with Dell, transactions with Dell continue to be considered related party transactions
following the Spin-Off.
 

Management believes the assumptions underlying the condensed consolidated financial statements are reasonable. However, the amounts
recorded for
VMware’s related party transactions with Dell and its consolidated subsidiaries may not be considered arm’s length with an unrelated third party. Therefore,
the condensed consolidated financial statements included herein may not
necessarily reflect the results of operations, financial position and cash flows had
VMware engaged in such transactions with an unrelated third party during all periods presented. Accordingly, VMware’s historical financial information is
not
necessarily indicative of what the Company’s results of operations, financial position and cash flows will be in the future, if and when VMware
contracts at arm’s length with unrelated third parties for products and services the Company receives
from and provides to Dell.



VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)

(unaudited)

Broadcom Merger Agreement
 

On November 22, 2023, Broadcom Inc. (“Broadcom”) completed its acquisition of VMware pursuant to an Agreement and Plan of Merger (the
“Merger Agreement”) dated as of May 26, 2022, and VMware became an indirect, wholly owned subsidiary of Broadcom.
 

Each share of Class A common stock, par value $0.01 per share, of the Company (“Common Stock”) issued and outstanding immediately prior
to the
effective time of the transaction was indirectly converted into the right to receive, at the election of the holder of such share of Common Stock, and subject
to proration in accordance with the Merger Agreement as described below: (i)
$142.50 per share in cash, without interest (the “Cash Consideration”), or (ii)
0.25200 (the “Exchange Ratio”) shares of common stock, par value $0.001 per share, of Broadcom (“Broadcom Common Stock,” and such consideration,
the “Stock
Consideration”). The stockholder election was subject to a proration mechanism, such that the total number of shares of Common Stock entitled
to receive the Cash Consideration and the total number of shares of Common Stock entitled to receive the
Stock Consideration was, in each case, equal to
50% of the aggregate number of shares of Common Stock issued and outstanding immediately prior to the consummation of the transaction. Holders of
Common Stock that did not make an election were
treated as having elected to receive the Cash Consideration or the Stock Consideration in accordance
with the proration methodology in the Merger Agreement.
 
Principles of Consolidation
 

The unaudited condensed consolidated financial statements include the accounts of VMware and subsidiaries in which VMware has a
controlling
financial interest. All intercompany transactions and account balances between VMware and its subsidiaries have been eliminated in consolidation.
Transactions with Dell and its consolidated subsidiaries are settled in cash and are
classified on the condensed consolidated statements of cash flows based
upon the nature of the underlying transaction.
 
Use of Accounting Estimates
 

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported
amounts of assets and liabilities, the reported amounts of revenue and expenses during the reporting periods, and the disclosure of contingent liabilities at
the date of the financial statements. Estimates are used for, but not limited to,
trade receivable valuation, marketing development funds, expected period of
benefit for deferred commissions, useful lives assigned to fixed assets and intangible assets, valuation of goodwill and definite-lived intangibles, income
taxes,
stock-based compensation and contingencies. Actual results could differ from those estimates. To the extent the Company’s actual results differ
materially from those estimates and assumptions, VMware’s future financial statements could be affected.
 
Income Taxes
 

In July 2023, the Internal Revenue Service released Notice 2023-55, which provides temporary relief for taxpayers in determining
whether a foreign
tax is eligible for a foreign tax credit under Sections 901 and 903 of the Internal Revenue Code. As a result of the temporary relief, the Company recognized
a discrete tax benefit in income tax provision on the condensed
consolidated statements of income, which was not material during the three months ended
November 3, 2023 and was $62 million during the nine months ended November 3, 2023.
 
B. Revenue, Unearned Revenue and Remaining Performance Obligations
 
Revenue
 

Contract Assets
 

A contract asset is recognized when a conditional right to consideration exists and transfer of control has occurred. Contract assets
include fixed-fee
professional services where transfer of services has occurred in advance of the Company’s right to invoice. Contract assets are classified as accounts
receivables upon invoicing. Contract assets are included in other current
assets on the condensed consolidated balance sheets. Contract assets were $36
million and $33 million as of November 3, 2023 and February 3, 2023. Contract asset balances will fluctuate based upon the timing of the transfer of
services, billings
and customers’ acceptance of contractual milestones.



VMware, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)

(unaudited)

Contract Liabilities
 

Contract liabilities consist of unearned revenue, which is generally recorded when VMware has the right to invoice or payments have
been received for
undelivered products or services.
 

Customer Deposits
 

Customer deposits include prepayments from customers related to amounts received for contracts that include certain cancellation
rights, such as
termination for convenience. If customers do not exercise their cancellation rights, amounts in customer deposits will be recognized as revenue over time, in
accordance with the performance obligations of the contracts and transfer
of control of these obligations. Unredeemed, prepaid credits eligible for
consumption of VMware’s hosted services (“cloud credits”) are also included in customer deposits. Upon customers’ redemption of cloud credits, the net
value of the consumed
credits is classified as unearned revenue and recognized as revenue over time, in accordance with the Company’s transfer of control
of the hosted services.
 

As of November 3, 2023, customer deposits of $2.9 billion were included in current liabilities on the condensed consolidated balance
sheets and
primarily consisted of customer prepayments received for contracts that include certain cancellation rights, such as termination for convenience, of $2.5
billion and cloud credits of $416 million. In addition, customer deposits of $196
million were included in other liabilities on the condensed consolidated
balance sheets and primarily consisted of cloud credits.
 

 As of February 3, 2023, customer deposits of $1.1 billion were included in current liabilities on the condensed consolidated balance
sheets and
primarily consisted of customer prepayments received for contracts that include certain cancellation rights, such as termination for convenience, of $681
million and cloud credits of $405 million. In addition, customer deposits of $182
million were included in other liabilities on the condensed consolidated
balance sheets and primarily consisted of cloud credits.
 

Deferred Commissions
 

Deferred commissions are classified as current or non-current based on the duration of the expected period of benefit. Deferred
commissions, including
the employer portion of payroll taxes, included in other current assets as of November 3, 2023 and February 3, 2023 were not material. Deferred
commissions included in other assets were $1.6 billion and $1.5 billion as of
November 3, 2023 and February 3, 2023, respectively.
 

Amortization expense for deferred commissions was included in sales and marketing on the condensed consolidated statements of income
and was
$193 million and $554 million during the three and nine months ended November 3, 2023, respectively, and $168 million and $469 million during the three
and nine months ended October 28, 2022, respectively.
 
Unearned Revenue
 

Unearned revenue as of the periods presented consisted of the following (table in millions):
 

   
November 3,

2023    
February 3,

2023  
Unearned license revenue   $ 14    $ 21 
Unearned subscription and software-as-a-service (“SaaS”) revenue     4,599      4,401 
Unearned software maintenance revenue     5,799      6,805 
Unearned professional services revenue     1,519      1,516 

Total unearned revenue   $ 11,931    $ 12,743 
 

Unearned subscription and SaaS revenue is generally recognized over time as customers consume the services or ratably over the term of
the
subscription, commencing upon provisioning of the service.
 

Unearned software maintenance revenue is attributable to VMware’s maintenance contracts and is generally recognized ratably over the
contract
duration. The weighted-average remaining contractual term as of November 3, 2023 was approximately two years. Unearned professional services revenue
results primarily from prepaid professional services and is generally recognized as the
services are performed.
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Total billings and revenue recognized during the three months ended November 3, 2023 were $2.2 billion and $2.3 billion, respectively,
and did not
include amounts for performance obligations that were fully satisfied upon delivery, such as on-premises licenses. Total billings and revenue recognized
during the nine months ended November 3, 2023 were $6.1 billion and $6.9 billion,
respectively, and did not include amounts for performance obligations
that were fully satisfied upon delivery, such as on-premises licenses.
 

Revenue recognized during the three and nine months ended October 28, 2022 was $2.2 billion and $6.6 billion, respectively, and did not
include
amounts for performance obligations that were fully satisfied upon delivery, such as on-premises licenses.
 
Remaining Performance Obligations
 

Remaining performance obligations represent the aggregate amount of the transaction price in contracts allocated to performance
obligations not
delivered, or partially undelivered, as of the end of the reporting period. Remaining performance obligations include unearned revenue, multi-year contracts
with future installment payments and certain unfulfilled orders against
accepted non-cancellable customer contracts at the end of any given period.
 

As of November 3, 2023, the aggregate transaction price allocated to remaining performance obligations was $12.7 billion, of which
approximately
55% was expected to be recognized as revenue over the next twelve months and the remainder thereafter. As of February 3, 2023, the aggregate transaction
price allocated to remaining performance obligations was $13.6 billion, of which
approximately 54% was expected to be recognized as revenue during
fiscal 2024 and the remainder thereafter.
 
C. Related Parties
 

Transactions with Dell continue to be considered related party transactions following the Spin-Off due to the MSD Stockholders’ and SLP
Stockholders’ direct ownership in both VMware and Dell, as well as Mr. Dell’s executive position with Dell.
 

On November 1, 2021, in connection with the Spin-Off, VMware and Dell entered into the Commercial Framework Agreement to provide a
framework
under which the Company and Dell will continue their strategic commercial relationship, particularly with respect to projects mutually agreed by the parties
as having the potential to accelerate the growth of an industry, product, service
or platform that may provide the parties with a strategic market opportunity.
The Commercial Framework Agreement has an initial term of five years, with automatic one-year renewals occurring annually thereafter, subject to certain
terms and
conditions.
 

The information provided below includes a summary of transactions with Dell.
 
Transactions with Dell
 

VMware and Dell engaged in the following ongoing related party transactions, which resulted in revenue and receipts, and unearned
revenue for
VMware:
 

• Pursuant to original equipment manufacturer (“OEM”) and reseller arrangements, Dell integrates or bundles VMware’s products and services with
Dell’s products and sells them to
end users. Dell also acts as a distributor, purchasing VMware’s standalone products and services for resale to end-
user customers through VMware-authorized resellers. Revenue under these arrangements is presented net of related marketing
development funds
and rebates paid to Dell. In addition, VMware provides professional services to end users based upon contractual agreements with Dell.

 
• Dell purchases products and services from VMware for its internal use.

 
• From time to time, VMware and Dell enter into agreements to collaborate on technology projects, in connection with which Dell pays VMware for

services or reimburses VMware for
costs incurred by VMware.
 

During the three and nine months ended November 3, 2023, revenue from Dell accounted for 35% and 36% of VMware’s consolidated revenue,
respectively. During the three and nine months ended November 3, 2023, revenue recognized on transactions where Dell acted as an OEM accounted for
14% and 13% of total revenue from Dell, respectively, and, for each period, 5% of VMware’s
consolidated revenue.
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During the three and nine months ended October 28, 2022, revenue from Dell accounted for 37% and 38% of VMware’s consolidated revenue,
respectively. During the three and nine months ended October 28, 2022, revenue recognized on transactions where Dell acted as an OEM accounted for
15% and 14% of total revenue from Dell, respectively, and 6% and 5% of VMware’s consolidated revenue,
respectively.
 

Dell purchases VMware products and services directly from VMware, as well as through VMware’s channel partners. Information about
VMware’s
revenue and unearned revenue from such arrangements for the periods presented consisted of the following (table in millions):
 
    Revenue     Unearned Revenue  
    Three Months Ended     Nine Months Ended     As of  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022    
November 3,

2023    
February 3,

2023  
Reseller revenue   $ 1,191    $ 1,184    $ 3,571    $ 3,634    $ 5,335    $ 6,145 
Internal-use revenue     9      13      67      41      34      19 
 

Customer deposits resulting from transactions with Dell were $1.5 billion and $766 million as of November 3, 2023 and February 3, 2023,
respectively.
 

VMware and Dell engaged in the following ongoing related party transactions, which resulted in costs to VMware:
 

• VMware purchases and leases products and purchases services from Dell.
 

• From time to time, VMware and Dell enter into agreements to collaborate on technology projects, in connection with which VMware pays Dell for
services provided to VMware by
Dell.

 
• Through the end of fiscal 2023, in certain geographic regions where VMware did not have an established legal entity, VMware contracted with

Dell subsidiaries for support
services and support from Dell personnel who were managed by VMware. The costs incurred by Dell on VMware’s
behalf related to these employees were charged to VMware with a mark-up intended to approximate costs that would have been incurred
had
VMware contracted for such services with an unrelated third party. These costs were included as expenses on VMware’s condensed consolidated
statements of income and primarily include
salaries, benefits, travel and occupancy expenses. Payments for Dell subsidiary support and
administrative costs were not material during the three and nine months ended October 28, 2022.

 
Information about VMware’s payments for such arrangements during the periods presented consisted of the following (table in millions):

 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
Purchases and leases of products and purchases of services   $ 26    $ 52    $ 114    $ 147 
 

VMware also purchases Dell products through Dell’s channel partners, however such amounts were not material during the periods
presented.
 

From time to time, VMware and Dell also enter into joint marketing, sales, branding and product development arrangements, for which
both parties
may incur costs.
 
Dell Financial Services (“DFS”)
 

DFS provides financing to certain of VMware’s end users at the end users’ discretion. Upon acceptance of the financing arrangement by
both
VMware’s end users and DFS, amounts classified as trade accounts receivable are reclassified to the current portion of due from related parties on
the condensed consolidated balance sheets. Revenue recognized on transactions financed through DFS was recorded net of financing fees.
Financing fees
on arrangements accepted by both parties were $23 million and $25 million during the nine months ended November 3, 2023 and October 28, 2022,
respectively, and were not material during each of the three months ended November 3, 2023
and October 28, 2022.
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Tax Agreement with Dell
 

Pursuant to the Tax Matters Agreement, effective April 14, 2021 (the “Tax Matters Agreement”), VMware and Dell have agreed to indemnify
one
another for certain tax liabilities or tax benefits relating to periods prior to the Spin-Off. Certain adjustments to these amounts that will be recognized in
future periods will be recorded with an offset to other income (expense), net on the
condensed consolidated statements of income. The actual amount that
VMware may receive from or pay to Dell could vary depending on the outcome of tax matters arising from Dell’s future tax audits, which may not be
resolved for several years.
 

As of the periods presented, amounts due to and due from Dell pursuant to the Tax Matters Agreement consisted of the following (table
in millions):

   
November 3,

2023    
February 3,

2023  
Due from related parties:            

Current   $ —    $ 1 
Non-current     264      208 

Due to related parties:              
Current   $ 338    $ 306 
Non-current     506      648 

 
Amounts due to Dell pursuant to the Tax Matters Agreement primarily related to VMware’s estimated tax obligation resulting from the
mandatory, one-

time transition tax on accumulated earnings of foreign subsidiaries (“Transition Tax”) of $334 million and $445 million as of November 3, 2023 and
February 3, 2023, respectively. The U.S. Tax Cuts and Jobs Act enacted on December 22,
2017 (the “2017 Tax Act”) included a deferral election for an
eight-year installment payment method on the Transition Tax. The Company expects to pay the remainder of its Transition Tax as of November 3, 2023
over a period of two years. In
addition, amounts due to Dell included uncertain tax positions of $291 million and $285 million as of November 3, 2023 and
February 3, 2023, respectively.
 

During the three months ended November 3, 2023, no payments were received from Dell and the payments made to Dell were not material.
During the
nine months ended November 3, 2023, payments received from Dell pursuant to the Tax Matters Agreement were not material, and payments made to Dell
were $114 million. During the three months ended October 28, 2022, no payments were
received from nor made to Dell pursuant to the Tax Agreements.
During the nine months ended October 28, 2022, payments received from Dell pursuant to the Tax Agreements were not material, and payments made to
Dell were $59 million. Payments made to
Dell for the periods presented were primarily related to the Transition Tax.
 

Payments from VMware to Dell under the Tax Matters Agreement relate to VMware’s portion of federal income taxes on Dell’s consolidated
tax
return, state tax payments for combined states and the estimated tax obligation resulting from the Transition Tax. The timing of the tax payments due to and
from Dell is governed by the Tax Matters Agreement. VMware’s portion of the Transition
Tax is governed by a letter agreement between Dell, EMC and
VMware executed on April 1, 2019 (the “Letter Agreement”).
 
D. Commitments and Contingencies
 
Litigation
 

On June 2, 2020, WSOU Investments LLC (doing business as Brazos Licensing & Development) (“WSOU”) filed four patent infringement
lawsuits
against VMware (also naming Dell and EMC) in the United States District Court for the Western District of Texas (the “Texas Court”), asserting one patent
in each lawsuit. The Texas Court consolidated the four lawsuits for all purposes.
During the course of the lawsuit, WSOU dropped one of the asserted
patents and on February 21, 2023, trial began for the remaining three patents, with WSOU seeking certain damages. On the first day of trial, the Texas
Court granted summary judgment
of non-infringement as to two patents, leaving one patent to continue to trial. At the conclusion of the plaintiff’s case, the
Texas Court granted VMware’s motion for a directed verdict on the remaining patent. The parties are in the post-trial
motion stage and the Texas Court’s
rulings are subject to appeal. In the event of an appeal, the Company intends to vigorously defend against this matter.
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On March 31, 2020, a securities class action lawsuit was filed against VMware and certain present and former officers of the Company in
the United
States District Court for the Northern District of California (the “California Court”). On September 18, 2020, the plaintiff filed a consolidated amended
complaint alleging that the Company’s statements about backlog and the related
internal controls during the period from August 2018 through February
2020 were materially misleading. The defendants filed a motion to dismiss, which was granted with leave to amend on September 10, 2021. On October 8,
2021, the plaintiffs filed
their Second Amended Consolidated Complaint based on the same alleged disclosure deficiencies. The defendants’ motion to
dismiss the Second Amended Consolidated Complaint was filed on November 5, 2021. On April 2, 2023, the California court denied
the defendants’
motion to dismiss, finding that the plaintiffs had adequately stated claims under Sections 10 and 20A of the Exchange Act. The parties are currently in the
discovery stage of the proceedings. The Company is unable at this time to
assess whether or to what extent it may be found liable and, if found liable, what
the damages may be, and believes a loss is not probable and reasonably estimable. The Company intends to vigorously defend against this matter.
 

On March 5, 2020, two purported Pivotal stockholders filed a petition for appraisal in the Delaware Court of Chancery (the “Chancery
Court”) seeking
a judicial determination of the fair value of an aggregate total of 10,000,100 Pivotal shares (the “Appraisal Action”). On June 23, 2020, the Company made
a payment of $91 million to the petitioners in the Appraisal Action, which
reduces the Company’s exposure to accumulating interest. A trial in the
Appraisal Action took place in July 2022. Thereafter, the parties completed a post-trial briefing, and a post-trial hearing was held on December 13, 2022.
On August 14, 2023,
the Chancery Court issued a ruling finding that the fair value for the acquisition was $14.83 per share. The parties are engaged in
further post-trial briefing regarding the Chancery Court’s ruling. Once finalized, the ruling is subject to appeal.
As a result, recognition of the estimated gain
contingency, which primarily represents the difference between the purchase price of $15.00 per share and the fair value per share, will occur in the period
in which all underlying events or
contingencies are resolved and is not expected to be material to the condensed consolidated financial statements. On
September 15, 2023, the Company made an additional payment of $70 million, which included $15 million of accrued interest, to the
petitioners in the
Appraisal Action. The payment further reduces the Company’s exposure to accumulating interest. In the event of an appeal, the Company intends to
vigorously defend against this matter.
 

On April 25, 2019, Cirba Inc. and Cirba IP, Inc. (collectively “Cirba”) sued VMware in the United States District Court for the
District of
Delaware (the “Delaware Court”) asserting two patent infringement claims and three trademark claims. A first jury trial was held in January 2020 and the
Delaware Court ordered a new trial in December 2020. VMware counter-asserted
eight patent infringement claims against Cirba and Cirba asserted an
additional two patent infringement claims against VMware. VMware filed invalidity challenges in the United States Patent and Trademark Office
(“USPTO”) against all four
patents asserted by Cirba. In April 2022, one patent (“367 patent”) survived an ex parte reexamination and one patent (“687
patent”) remained under review in an ex parte reexamination. The Patent Trial and Appeal Board (“Patent Board”) found
the other two patents (“492
patent” and “459 Patent”) invalid. Cirba severed and stayed the 492 patent and 459 patent claims from the Delaware Court proceedings and appealed the
Patent Board’s decisions to the Federal Circuit. Prior to the
second jury trial, the Delaware Court granted VMware’s summary judgment motion on Cirba’s
three trademark claims. In addition, of the eight patents asserted by VMware, the Delaware Court held one invalid pursuant to a Section 101 challenge and
VMware voluntarily dismissed four patents. VMware severed and stayed the remaining three patents from the Delaware Court proceedings. In April 2023,
the second jury trial was held on the 367 patent and 687 patent claims. In May 2023, the jury
returned a verdict finding that VMware infringed both patents.
Specifically, the jury’s verdict found that VMware willfully infringed one patent and that one patent that VMware asserted invalidity against was valid. The
jury awarded Cirba
damages of $85 million. In December 2023, the USPTO issued a notice that the 687 patent would survive the ex parte reexamination.
Accordingly, the final damages awarded to Cirba, including pre- and post-judgment interest, could result in
enhanced damages to the amount awarded. The
parties are now in the post-trial motion stage. During the first quarter of fiscal 2024, VMware accrued $85 million, which reflects the estimated losses that
are considered both probable and
reasonably estimable at this time. The amount accrued was included in accrued expenses and other on the condensed
consolidated balance sheets as of November 3, 2023, and the charge was included in general and administrative expense on the
condensed consolidated
statements of income during the nine months ended November 3, 2023. VMware is unable at this time to assess whether, or to what extent, the jury verdict
will stand following post-trial motions and appeals. VMware intends
to continue to vigorously defend against this matter.
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While VMware believes that it has valid defenses against each of the above legal matters, given the unpredictable nature of legal
proceedings, an
unfavorable resolution of one or more legal proceedings, claims, or investigations could have a material adverse effect on VMware’s condensed
consolidated financial statements.
 

VMware accrues for a liability when a determination has been made that a loss is both probable and the amount of the loss can be
reasonably
estimated. If only a range can be estimated and no amount within the range is a better estimate than any other amount, an accrual is recorded for the
minimum amount in the range. Significant judgment is required in both the determination
that the occurrence of a loss is probable and is reasonably
estimable. In making such judgments, VMware considers the impact of negotiations, settlements, rulings, advice of legal counsel and other information and
events pertaining to a particular
matter. Legal costs are generally recognized as expense when incurred.
 

VMware is also subject to other legal, administrative and regulatory proceedings, claims, demands and investigations in the ordinary
course of business
or in connection with business mergers and acquisitions, including claims with respect to commercial, contracting and sales practices, product liability,
intellectual property, employment, corporate and securities law, class
action, whistleblower and other matters. From time to time, VMware also receives
inquiries from and has discussions with government entities and stockholders on various matters. As of November 3, 2023, amounts accrued relating to
these other
matters arising as part of the ordinary course of business were considered not material. VMware does not believe that any liability from any
reasonably possible disposition of such claims and litigation, individually or in the aggregate, would have
a material adverse effect on its condensed
consolidated financial statements.
 
E. Definite-Lived Intangible Assets, Net
 

As of the periods presented, definite-lived intangible assets consisted of the following (amounts in tables in millions):
 
    November 3, 2023  

   

Weighted-
Average Useful

Lives
(in years)    

Gross Carrying
Amount    

Accumulated
Amortization     Net Book Value 

Purchased technology     6.0    $ 515    $ (417)   $ 98 
Customer relationships and customer lists     12.3      603      (397)     206 
Trademarks and tradenames     7.2      58      (45)     13 

Total definite-lived intangible assets          $ 1,176    $ (859)   $ 317 
 
    February 3, 2023  

   

Weighted-
Average Useful

Lives
(in years)    

Gross Carrying
Amount    

Accumulated
Amortization     Net Book Value 

Purchased technology     5.3    $ 819    $ (623)   $ 196 
Customer relationships and customer lists     11.9      632      (371)     261 
Trademarks and tradenames     6.8      69      (48)     21 

Total definite-lived intangible assets          $ 1,520    $ (1,042)   $ 478 
 

Amortization expense on definite-lived intangible assets was $51 million and $169 million during the three and nine months ended
November 3, 2023,
respectively, and $62 million and $192 million during the three and nine months ended October 28, 2022, respectively.
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Based on intangible assets recorded as of November 3, 2023 and assuming no subsequent additions, dispositions or impairment of
underlying assets,
the remaining estimated annual amortization expense over the next five fiscal years and thereafter is expected to be as follows (table in millions):
 
Remainder of 2024   $ 37 
2025     114 
2026     73 
2027     43 
2028     16 
Thereafter     34 

Total   $ 317 

F. Net Income Per Share
 

Basic net income per share is computed by dividing net income by the weighted-average number of shares of common stock outstanding
during the
period. Diluted net income per share is computed by dividing net income by the weighted-average number of shares of common stock outstanding and
potentially dilutive securities outstanding during the period, using the treasury stock
method. Potentially dilutive securities primarily include unvested
restricted stock, which includes restricted stock unit (“RSU”) and performance stock unit (“PSU”) awards, and stock options, including purchase options
under VMware’s employee stock
purchase plan. Securities are excluded from the computation of diluted net income per share if their effect would be anti-
dilutive.
 

The following table sets forth the computations of basic and diluted net income per share during the periods presented (table in
millions, except per
share amounts and shares in thousands):
 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
Net income   $ 539    $ 231    $ 1,240    $ 820 
Weighted-average shares, basic     431,744      423,993      430,108      422,194 
Effect of other dilutive securities     5,295      2,335      4,141      2,296 
Weighted-average shares, diluted     437,039      426,328      434,249      424,490 
Net income per weighted-average share, basic   $ 1.25    $ 0.55    $ 2.88    $ 1.94 
Net income per weighted-average share, diluted   $ 1.23    $ 0.54    $ 2.85    $ 1.93 
 

The following table sets forth the weighted-average common share equivalents of Common Stock that were excluded from the diluted net
income per
share calculations during the periods presented because their effect would have been anti-dilutive (shares in thousands):
 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
Anti-dilutive securities:                        

Employee stock options     —      6      —      86 
RSUs     19      601      871      653 

Total     19      607      871      739 
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G. Cash, Cash Equivalents and Restricted Cash
 
Cash and Cash Equivalents
 

Cash and cash equivalents totaled $6.6 billion and $5.1 billion as of November 3, 2023 and February 3, 2023, respectively. Cash
equivalents were $6.0
billion as of November 3, 2023 and consisted of money-market funds of $6.0 billion and time deposits of $33 million. Cash equivalents were $4.3 billion as
of February 3, 2023 and consisted of money-market funds of $4.2 billion
and time deposits of $19 million.
 
Restricted Cash
 

The following table provides a reconciliation of the Company’s cash and cash equivalents, and current and non-current portion of
restricted cash
reported on the condensed consolidated balance sheets that sum to the total cash, cash equivalents and restricted cash as of the periods presented (table in
millions):
 

   
November 3,

2023    
February 3,

2023  
Cash and cash equivalents   $ 6,571    $ 5,100 
Restricted cash within other current assets     21      24 
Restricted cash within other assets     —      3 
Total cash, cash equivalents and restricted cash   $ 6,592    $ 5,127 
 

Amounts included in restricted cash primarily relate to certain employee-related benefits.
 
H. Debt
 
Unsecured Senior Notes
 

On August 2, 2021, VMware issued five
series of unsecured senior notes pursuant to a public debt offering (the “2021 Senior Notes”). The proceeds
from the 2021 Senior Notes were $5.9 billion, net of debt discount of $11 million
and debt issuance costs of $47 million.
 

VMware also issued unsecured senior notes on April 7, 2020 (the “2020 Senior Notes”) and on August 21, 2017 (the “2017 Senior Notes,”
collectively
with the 2020 Senior Notes and 2021 Senior Notes, the “Senior Notes”).
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The carrying value of the Senior Notes as of the periods presented was as follows (amounts in millions):
 

   
November 3,

2023    
February 3,

2023    
Effective

Interest Rate  
2017 Senior Notes:                  

3.90% Senior Note Due August 21, 2027   $ 1,250    $ 1,250      4.05%
2020 Senior Notes:                     

4.50% Senior Note Due May 15, 2025     750      750      4.70%
4.65% Senior Note Due May 15, 2027     500      500      4.80%
4.70% Senior Note Due May 15, 2030     750      750      4.86%

2021 Senior Notes:                     
0.60% Senior Note Due August 15, 2023     —      1,000      0.95%
1.00% Senior Note Due August 15, 2024     1,250      1,250      1.23%
1.40% Senior Note Due August 15, 2026     1,500      1,500      1.61%
1.80% Senior Note Due August 15, 2028     750      750      2.01%
2.20% Senior Note Due August 15, 2031     1,500      1,500      2.32%

Total principal amount     8,250      9,250        
Less: unamortized discount     (10)     (12)       
Less: unamortized debt issuance costs     (33)     (46)       
Net carrying amount   $ 8,207    $ 9,192        

Current portion of long-term debt   $ 1,248    $ 1,000        
Long-term debt     6,959      8,192        

 
Beginning on February 15, 2022, interest on the 2021 Senior Notes became payable semiannually in arrears, on February 15 and August 15
of each

year. Beginning on November 15, 2020, interest on the 2020 Senior Notes became payable semiannually in arrears, on May 15 and November 15 of each
year. The interest rate on the 2020 Senior Notes is subject to adjustment based on certain
rating events. Beginning on February 21, 2018, interest on the
2017 Senior Notes became payable semiannually in arrears, on February 21 and August 21 of each year. Interest expense was $58 million and $181 million
during the three and nine months
ended November 3, 2023, respectively, and $60 million and $183 million during the three and nine months ended October
28, 2022, respectively. Interest expense, which included amortization of discount and issuance costs, was recognized on the
condensed consolidated
statements of income. The discount and issuance costs are amortized over the term of the Senior Notes on a straight-line basis, which approximates the
effective interest method.
 

The Senior Notes are redeemable in whole at any time or in part from time to time at VMware’s option and may be subject to a make-whole
premium.
In addition, upon the occurrence of certain change-of-control triggering events and certain downgrades of the ratings on the Senior Notes, VMware may be
required to repurchase the notes at a repurchase price equal to 101% of the aggregate
principal plus any accrued and unpaid interest on the date of
repurchase. The Senior Notes rank equally in right of payment with VMware’s other unsecured and unsubordinated indebtedness and contain restrictive
covenants that, in certain
circumstances, limit VMware’s ability to create certain liens, to enter into certain sale and leaseback transactions and to
consolidate, merge, sell or otherwise dispose of all or substantially all of VMware’s assets.
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On August 15, 2023, VMware repaid the $1.0 billion unsecured senior note due August 15, 2023.
 

The future principal payments for the next five fiscal years and thereafter for the Senior Notes as of November 3, 2023 were as follows
(amounts in
millions):
 
Remainder of 2024   $ — 
2025     1,250 
2026     750 
2027     1,500 
2028     1,750 
Thereafter     3,000 

Total   $ 8,250 
 
Senior Unsecured Term Loan Facility
 

On September 2, 2021, VMware received commitments from financial institutions for a three-year senior unsecured term loan facility and
a five-year
senior unsecured term loan facility that provided the Company with a one-time aggregate borrowing capacity of up to $4.0 billion (the “2021 Term Loan”).
The Company drew down an aggregate of $4.0 billion on November 1, 2021 and has
since repaid $2.8 billion, of which $2.0 billion was repaid during the
nine months ended October 28, 2022. As of November 3, 2023 and February 3, 2023, the outstanding balance on the 2021 Term Loan of $1.2 billion, net of
unamortized debt issuance
costs, respectively, was included in long-term debt on the condensed consolidated balance sheets. As of November 3, 2023, the
weighted-average interest rate on the outstanding 2021 Term Loan was 6.31%.
 

During the three months ended August 4, 2023, VMware entered into an amendment to the outstanding five-year senior unsecured term loan
facility to
change the referenced interest rate index from London Interbank Offered Rate (“LIBOR”) to Secured Overnight Financing Rate (“SOFR”). The Company
has elected the optional expedient pursuant to Accounting Standards Codification 848,
Reference Rate Reform, (“ASC 848”) to account for the amendment
prospectively. The amendment did not have a significant impact on the Company’s condensed consolidated financial statements during the three and nine
months ended November 3, 2023.
 

The 2021 Term Loan contains certain representations, warranties and covenants. Interest expense for the 2021 Term Loan, including
amortization of
issuance costs, was $20 million and $57 million during the three and nine months ended November 3, 2023, respectively and was $17 million and $39
million during the three and nine months ended October 28, 2022, respectively.
 
Revolving Credit Facility
 

On September 2, 2021, VMware entered into an unsecured credit agreement establishing a revolving credit facility with a syndicate of
lenders that
provides the Company with a borrowing capacity of up to $1.5 billion for general corporate purposes (the “2021 Revolving Credit Facility”). Commitments
under the 2021 Revolving
Credit Facility are available for a period of five years, which may be extended, subject to the satisfaction of certain conditions, by
up to two one-year periods. As of November 3, 2023 and February 3, 2023, there was no outstanding borrowing under the 2021 Revolving Credit Facility.
The 2021 Revolving Credit Facility contains certain representations, warranties and covenants. Commitment fees, interest rates and other terms of
borrowing under the 2021 Revolving Credit Facility may vary based on VMware’s external credit ratings. The amount incurred in connection with the
ongoing commitment fee, which is payable quarterly in arrears, was not significant during each of the three and nine months ended November 3, 2023 and
October 28, 2022, respectively.
 

During the three months ended August 4, 2023, VMware entered into an amendment to the 2021 Revolving Credit Facility to change the
referenced
interest rate index from LIBOR to SOFR. The Company has elected the optional expedient pursuant to ASC 848 to account for the amendment
prospectively. The amendment did not have a significant impact on the Company’s condensed
consolidated financial statements during the three and nine
months ended November 3, 2023.
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I. Fair Value Measurements
 
Assets and Liabilities Measured and Recorded at Fair Value on a Recurring Basis
 

Certain financial assets and liabilities are measured at fair value on a recurring basis. VMware determines fair value using the
following hierarchy:
 

• Level 1 - Quoted prices in active markets for identical assets or liabilities;
 

• Level 2 - Inputs other than Level 1 inputs that are observable, either directly or indirectly, such as quoted prices for similar assets or liabilities;
quoted prices in markets
that are not active; or other inputs that are observable or can be corroborated by observable market data for substantially
the full term of the assets or liabilities; and

 
• Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.

 
VMware did not have any significant assets or liabilities that were classified as Level 3 of the fair value hierarchy for the periods
presented, and there

have been no transfers between fair value measurement levels during the periods presented.
 

The following tables set forth the fair value hierarchy of VMware’s cash equivalents and short-term investments that were required to
be measured at
fair value as of the periods presented (tables in millions):
 
    November 3, 2023  
    Level 1     Level 2     Total  
Cash equivalents:                  

Money-market funds   $ 6,002    $ —    $ 6,002 
Time deposits(1)     —      33      33 

Total cash equivalents   $ 6,002    $ 33    $ 6,035 
 
    February 3, 2023  
    Level 1     Level 2     Total  
Cash equivalents:                  

Money-market funds   $ 4,250    $ —    $ 4,250 
Time deposits(1)     —      19      19 

Total cash equivalents   $ 4,250    $ 19    $ 4,269 
 
(1) Time deposits were valued at amortized cost, which approximated fair value.
 

The Senior Notes and the 2021 Term Loan were not recorded at fair value. The fair value of the Senior Notes was approximately $7.4
billion and $8.5
billion as of November 3, 2023 and February 3, 2023. The fair value of the 2021 Term Loan approximated its carrying value as of November 3, 2023 and
February 3, 2023. Fair value for the Senior Notes and the 2021 Term Loan was
estimated primarily based on observable market interest rates (Level 2
inputs).
 

VMware offers a non-qualified deferred compensation plan (the “NQDC Program”) for eligible employees, which allows participants to
defer payment
of part or all of their compensation. There is no net impact to the condensed consolidated statements of income under the NQDC Program since changes in
the fair value of the assets offset changes in the fair value of the liabilities.
As such, assets and liabilities associated with the NQDC Program have not been
included in the above tables. Assets associated with the NQDC Program were the same as the liabilities at $188 million and $166 million as of November 3,
2023 and
February 3, 2023, respectively, and were included in other assets on the condensed consolidated balance sheets. Liabilities associated with the
NQDC Program included in accrued expenses and other on the condensed consolidated balance sheets were
$15 million and $16 million as of November 3,
2023 and February 3, 2023, respectively. Liabilities associated with the NQDC Program included in other liabilities on the condensed consolidated balance
sheets were $173 million and $150 million as of November 3, 2023 and February 3, 2023, respectively.
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Equity Securities Without a Readily Determinable Fair Value
 

VMware’s equity securities include investments in privately held companies, which do not have a readily determinable fair value. As of
November 3,
2023 and February 3, 2023, investments in privately held companies, which consisted primarily of equity securities, had a carrying value of $77 million and
$87 million, respectively, and were included in other assets on the condensed
consolidated balance sheets.
 

All gains and losses on these securities, whether realized or unrealized, were not significant for the periods presented and were
recognized in other
income (expense), net on the condensed consolidated statements of income.
 
J. Derivatives and Hedging Activities
 

VMware conducts business on a global basis in multiple foreign currencies, subjecting the Company to foreign currency risk. To mitigate
a portion of
this risk, VMware utilizes hedging contracts as described below, which potentially expose the Company to credit risk to the extent that the counterparties
may be unable to meet the terms of the agreements. VMware manages counterparty
risk by seeking counterparties of high credit quality and by monitoring
credit ratings, credit spreads and other relevant public information about its counterparties. VMware does not, and does not intend to, use derivative
instruments for trading
or speculative purposes.
 
Cash Flow Hedges
 

To mitigate its exposure to foreign currency fluctuations resulting from certain operating expenses denominated in certain foreign
currencies, VMware
enters into forward contracts that are designated as cash flow hedging instruments as the accounting criteria for such designation are met. Therefore, the
effective portion of gains or losses resulting from changes in the fair
value of these instruments is initially reported in accumulated other comprehensive
loss on the condensed consolidated balance sheets and is subsequently reclassified to the related operating expense line item on the condensed consolidated
statements of income in the same period that the underlying expenses are incurred. During the three and nine months ended November 3, 2023 and October
28, 2022, the effective portion of gains or losses reclassified to the condensed consolidated statements of income was not significant to each of the
individual functional line items, as well as in aggregate. Interest charges or forward
points on VMware’s forward contracts were excluded from the
assessment of hedge effectiveness and were recorded to the related operating expense line item on the condensed consolidated statements of income in the
same period that the interest
charges are incurred.
 

These forward contracts have maturities of fourteen months or less, and as of November 3, 2023 and February 3, 2023, outstanding
forward contracts
had a total notional value of $176 million and $677 million, respectively. The notional value represents the gross amount of foreign currency that will be
bought or sold upon maturity of the forward contract. The fair value of
these forward contracts was not significant as of November 3, 2023 and February 3,
2023.
 

During the three and nine months ended November 3, 2023 and October 28, 2022, all cash flow hedges were considered effective.
 
Forward Contracts Not Designated as Hedges
 

VMware has established a program that utilizes forward contracts to offset the foreign currency risk associated with net outstanding
monetary asset and
liability positions. These forward contracts are not designated as hedging instruments under applicable accounting guidance, and therefore, all changes in
the fair value of the forward contracts are reported in other income
(expense), net on the condensed consolidated statements of income.
 

These forward contracts generally have a maturity of one month, and as of November 3, 2023 and February 3, 2023, outstanding forward
contracts had
a total notional value of $1.2 billion and $1.7 billion, respectively. The notional value represents the gross amount of foreign currency that will be bought or
sold upon maturity of the forward contract. The fair value of these
forward contracts was not significant as of November 3, 2023 and February 3, 2023.
 

Gains related to the settlement of forward contracts were $42 million and $72 million during the three and nine months ended November 3, 2023,
respectively. Gains related to the settlement of forward contracts were $37 million and $93 million during the three and nine months ended October 28,
2022, respectively. Gains and losses are recorded in other income (expense), net on the condensed
consolidated statements of income.
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The combined gains and losses related to the settlement of forward contracts and the underlying foreign currency denominated assets and
liabilities
were not significant during the three and nine months ended November 3, 2023, and resulted in net losses that were not significant and $29 million during
the three and nine months ended October 28, 2022, respectively. Net gains and losses are recorded in other income (expense), net on the condensed
consolidated statements of income.
 
K. Leases
 

VMware has operating and finance leases primarily related to office facilities and equipment, which have remaining lease terms of one
month to 23
years.
 

The components of lease expense during the periods presented were as follows (table in millions):
 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
Operating lease expense   $ 45    $ 48    $ 139    $ 147 
Finance lease expense:                            

Amortization of right-of-use (“ROU”) assets     3      2      8      5 
Interest on lease liabilities     —      —      1      1 

Total finance lease expense     3      2      9      6 
Short-term lease expense     —      —      1      — 
Variable lease expense     9      8      26      24 

Total lease expense   $ 57    $ 58    $ 175    $ 177 
 

The Company subleases certain leased office space to third parties when it determines there is excess leased capacity. Sublease income
was not
significant during each of the three and nine months ended November 3, 2023 and October 28, 2022.
 

Supplemental cash flow information related to operating and finance leases during the periods presented was as follows (table in
millions):
 
    Nine Months Ended  

   
November 3,

2023    
October 28,

2022  
Cash paid for amounts included in the measurement of lease liabilities:            

Operating cash flows from operating leases   $ 137    $ 130 
Operating cash flows from finance leases     1      1 
Financing cash flows from finance leases     4      4 

ROU assets obtained in exchange for lease liabilities:              
Operating leases   $ 17    $ 58 
Finance leases     12      1 
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Supplemental balance sheet information related to operating and finance leases as of the periods presented was as follows (table in
millions):
 
    November 3, 2023  

   
Operating

Leases    
Finance
Leases  

ROU assets, non-current(1)   $ 878    $ 52 
               
Lease liabilities, current(2)   $ 131    $ 15 
Lease liabilities, non-current(3)     754      41 

Total lease liabilities   $ 885    $ 56 

    February 3, 2023  

   
Operating

Leases    
Finance
Leases  

ROU assets, non-current(1)   $ 974    $ 47 
               
Lease liabilities, current(2)   $ 144    $ 9 
Lease liabilities, non-current(3)     845      39 

Total lease liabilities   $ 989    $ 48 
 
(1) ROU assets for operating leases are included in other assets and ROU assets for finance leases are
included in property and equipment, net on the

condensed consolidated balance sheets.
 
(2) Current lease liabilities are included primarily in accrued expenses and other on the condensed
consolidated balance sheets.
 
(3) Non-current operating lease liabilities are presented as operating lease liabilities on the condensed
consolidated balance sheets. Non-current finance lease

liabilities are included in other liabilities on the condensed consolidated balance sheets.
 

Lease term and discount rate related to operating and finance leases as of the periods presented were as follows:
 

   
November 3,

2023    
February 3,

2023  
Weighted-average remaining lease term (in years)            

Operating leases     11.9      11.8 
Finance leases     4.5      5.7 

Weighted-average discount rate              
Operating leases     3.8%    3.5%
Finance leases     3.5%    3.2%
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The following represents VMware’s future minimum lease payments under non-cancellable operating and finance leases as of November 3,
2023 (table
in millions):
 

   
Operating

Leases    
Finance
Leases  

Remainder of 2024   $ 44    $ 6 
2025     139      13 
2026     126      13 
2027     112      10 
2028     98      7 
Thereafter     607      11 

Total future minimum lease payments     1,126      60 
Less: Imputed interest     (241)     (4)

Total lease liabilities(1)   $ 885    $ 56 
 
(1) Total lease liabilities as of November 3, 2023 excluded legally binding lease payments for leases
signed but not yet commenced, which were not

material.
 

The amount of the future operating lease commitments after fiscal 2028 is primarily for the ground leases on VMware’s Palo Alto,
California
headquarter facilities, which expire in fiscal 2047. As several of VMware’s operating leases are payable in foreign currencies, the operating lease payments
may fluctuate in response to changes in the exchange rate between the U.S.
dollar and the foreign currencies in which the commitments are payable.
 
L. Stockholders’ Equity
 
Stock Repurchases
 

VMware purchases stock from time to time in open market transactions, subject to market conditions. The timing of any repurchases and
the actual
number of shares repurchased will depend on a variety of factors, including VMware’s stock price, cash requirements for operations and business
combinations, corporate, legal and regulatory requirements and other market and economic
conditions. VMware is not obligated to purchase any shares
under its stock repurchase programs. Purchases may be discontinued at any time VMware believes additional purchases are not warranted. All shares
repurchased under VMware’s stock repurchase
programs are retired.
 

As of November 3, 2023, the cumulative authorized amount remaining for stock repurchases under the October 2021 authorized repurchase
program
was $1.6 billion. In connection with its entry into the Merger Agreement, VMware suspended its stock repurchase program during the second quarter of
fiscal 2023.
 

The following table summarizes stock repurchase activity during the three and nine
months ended October 28, 2022 (aggregate purchase price in
millions, shares in thousands):
 

   
Three Months

Ended    
Nine Months

Ended  

   
October 28,

2022    
October 28,

2022  
Aggregate purchase price   $ —    $ 89 
Class A common stock repurchased     —      803 
Weighted-average price per share   $ —    $ 111.33 
 
Restricted Stock
 

Restricted stock primarily consists of RSU awards granted to employees. The value of an RSU grant is based on VMware’s stock price on
the date of
the grant. The shares underlying the RSU awards are not issued until the RSUs vest. Upon vesting, each RSU converts into one share of VMware’s Class A
common stock.
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Restricted stock also includes PSU awards granted to certain VMware executives and employees. PSU awards have performance conditions
and a
service-based vesting component. Upon vesting, PSU awards convert into Class A common stock at various ratios ranging from 0.1 to 2.0 shares per PSU,
depending upon the degree of achievement of the performance-based targets designated by each
award. If minimum performance thresholds are not
achieved, then no shares are issued.
 

The following table summarizes restricted stock activity since February 3, 2023 (units in thousands):
 

   
Number of

Units    

Weighted-
Average Grant

Date Fair
Value

(per unit)  
Outstanding, February 3, 2023     23,522    $ 117.73 
Granted     9,392      142.32 
Vested     (7,734)     119.98 
Forfeited     (1,632)     122.83 
Outstanding, November 3, 2023     23,548      126.45 
 

The aggregate vesting date fair value of restricted stock that vested during the nine months ended November 3, 2023 was $1.0 billion. As of November
3, 2023, restricted stock representing 23.5 million shares of VMware’s Class A common stock were outstanding, with an aggregate intrinsic value of $3.5
billion based on VMware’s
closing stock price as of November 3, 2023.
 

Net Excess Tax Benefits (Tax Deficiencies)
 

Net excess tax benefits or tax deficiencies recognized in connection with stock-based awards are included in income tax provision on
the condensed
consolidated statements of income. Net excess tax benefits recognized during the three and nine months ended November 3, 2023 were not material and
$16 million, respectively. Net tax deficiencies recognized during each of the three
and nine months ended October 28, 2022 were not material.
 
M. Segment Information
 

VMware operates in one reportable operating segment; thus, all required financial segment information is included in the condensed
consolidated
financial statements. An operating segment is defined as the component of an enterprise for which separate financial information is evaluated regularly by
the chief operating decision maker in order to allocate resources and assess
performance. VMware’s chief operating decision maker allocates resources and
assesses performance based upon discrete financial information at the consolidated level.
 

Revenue by type during the periods presented was as follows (table in millions):
 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
Revenue:                        

License   $ 540    $ 621    $ 1,676    $ 1,990 
Subscription and SaaS     1,398      988      3,875      2,830 
Services:                            

Software maintenance     1,206      1,298      3,661      3,907 
Professional services     308      304      925      908 

Total services     1,514      1,602      4,586      4,815 
Total revenue   $ 3,452    $ 3,211    $ 10,137    $ 9,635 
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Revenue by geographic area during the periods presented was as follows (table in millions):
 
    Three Months Ended     Nine Months Ended  

   
November 3,

2023    
October 28,

2022    
November 3,

2023    
October 28,

2022  
United States   $ 1,668    $ 1,614    $ 4,844    $ 4,780 
International     1,784      1,597      5,293      4,855 

Total   $ 3,452    $ 3,211    $ 10,137    $ 9,635 
 

Revenue by geographic area is based on the ship-to addresses of VMware’s customers. No individual country other than the U.S. accounted
for 10% or
more of revenue during each of the three and nine months ended November 3, 2023 and October 28, 2022.
 

Long-lived assets by geographic area, which primarily include property and equipment, net, as of the periods presented were as follows
(table in
millions):
 

   
November 3,

2023    
February 3,

2023  
United States   $ 788    $ 840 
International     230      261 

Total   $ 1,018    $ 1,101 
 

As of November 3, 2023, the U.S. and India each accounted for more than 10% of these assets, with India accounting for 12% of these
assets. As of
February 3, 2023, the U.S. and India each accounted for more than 10% of these assets, with India accounting for 13% of these assets.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
 

The following unaudited pro forma condensed combined financial information presents the pro forma effects of the acquisition of
VMware, Inc.
(“VMware”) by Broadcom Inc. (“Broadcom”).
 

On May 26, 2022, Broadcom entered into an Agreement and Plan of Merger (the “Merger Agreement”) with:
 
  • VMware;
  • Verona Holdco, Inc., a Delaware corporation and direct wholly owned subsidiary of VMware (“Holdco”);
  • Verona Merger Sub, Inc., a Delaware corporation and a direct wholly owned subsidiary of Holdco (“Merger Sub 1”);
  • Barcelona Merger Sub 2, Inc., a Delaware corporation and a direct wholly owned subsidiary of Broadcom (“Merger Sub 2”); and
  • Barcelona Merger Sub 3, LLC, a Delaware limited liability company and a direct wholly owned subsidiary of Broadcom (“Merger Sub 3”).
 

On November 22, 2023 (the “Acquisition Date”), pursuant to the terms of the Merger Agreement, (i) Merger Sub 1 merged with and into
VMware
(the “First Merger”), where VMware survived the First Merger and became a wholly owned subsidiary of Holdco, (ii) following the effective time of the
First Merger, VMware, the surviving company of the First Merger, converted into a Delaware
limited liability company (the “Conversion”), (iii) following
the effective time of the Conversion, Merger Sub 2 merged with and into Holdco (the “Second Merger”), where Holdco survived the Second Merger and
became a wholly owned subsidiary of
Broadcom, and (iv) following the effective time of the Second Merger, Holdco, the surviving company of the Second
Merger, merged with and into Merger Sub 3 (the “Third Merger,” and together with the First Merger, the Conversion, and the Second Merger,
 the
“Transaction”), where Merger Sub 3 survived the Third Merger as a wholly owned subsidiary of Broadcom.
 

As a result of the Transaction, each share of VMware common stock issued and outstanding immediately prior to the effective time of
the Second
Merger was indirectly converted into the right to receive, at the election of each holder of such share of VMware common stock, and subject to proration in
accordance with the Merger Agreement, either:
 
  (a) $142.50 per share in cash, without interest, or
 

(b) 0.2520 shares of Broadcom common stock, par value $0.001 per share
 

The shareholder election was subject to a proration mechanism, such that the total number of shares of VMware common stock entitled
to receive
the cash consideration, and the total number of shares of VMware common stock entitled to receive the stock consideration, were, in each case, equal to
50% of the aggregate number of shares of VMware common stock issued and outstanding
immediately prior to the effective time of the Second Merger.
 

The Transaction was treated as a business combination for accounting purposes. Broadcom was determined to be the accounting
acquirer after
taking into account the relative share ownership, the composition of the governing body of the combined entity, and the designation of certain senior
management positions. The purchase price of the Transaction was allocated to the assets
acquired and liabilities assumed based on their preliminary fair
values at the Acquisition Date.
 

Financing
 

Broadcom funded the cash consideration through a combination of cash on hand and borrowings under the Credit Agreement referred to
below.
 

On August 15, 2023, Broadcom entered into a credit agreement (the “Credit Agreement”). In connection with the completion of the
Transaction,
Broadcom entered into an aggregate of $30.4 billion of term facilities, consisting of an $11.2 billion unsecured Term A-2 facility (the “Term A-2 Loan”), an
$11.2 billion unsecured Term A-3 facility (the “Term A-3 Loan”), and an $8 billion
unsecured Term A-5 facility (the “Term A-5 Loan”, collectively, the
“2023 Term Loans”). In connection with the Transaction, Broadcom incurred discounts and financing fees of approximately $398 million.
 

1



The term loans under the Term A-2 Loan, Term A-3 Loan and Term A-5 Loan bear interest at a fluctuating rate per annum equal to the
Term
SOFR reference rate published by the CME term SOFR administrator, plus an applicable rate that varies by facility and is calculated based on Broadcom’s
credit ratings and will mature and be payable on the second, third or fifth anniversary,
respectively, of the date of the Transaction. Our obligations under the
Credit Agreement are unsecured and are not guaranteed by any of our subsidiaries.
 

2



UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
AS OF OCTOBER 29, 2023

(dollars and shares outstanding in millions)

    Historical                                

    Broadcom Inc.    VMware, Inc.          

 

Transaction
Accounting

Adjustments
(Note 4)  

 

 

Financing
Adjustments

(Note 6)  

   
Pro Forma
Combined  

   
As of October

29, 2023    
As of November

3, 2023    

Reclassification
Adjustments

(Note 2)          
As of October

29, 2023  
ASSETS                                          
Current assets:                                          
Cash and cash equivalents   $ 14,189    $ 6,571    $ -      $ (32,058) 4(a)   $ 29,993  6(a)  $ 18,621 
                             (74) 4(b)               
Trade accounts receivable, net     3,154      2,634      1,250  2(a)     (1) 4(s)     -       6,912 
                             (39) 4(u)               
                             36  4(v)               
                             (92) 4(w)              
                             (30) 4(x)               
Inventory     1,898      -      -        -        -       1,898 
Due from related parties     -      1,250      (1,250) 2(a)     -        -       - 
Other current assets     1,606      555      -        (6) 4(a)     -       2,144 
                             (21) 4(c)               
                              (13)  4(r)               
                             (221) 4(s)               
                             188  4(t)               
                             (36) 4(v)               
                             92  4(w)              
Assets held-for-sale     -      -      -        7,153  4(s)     -       7,153 
Total current assets     20,847      11,010      -        (25,122)       29,993       36,728 
                                                
Long-term assets:                                               
Property, plant and equipment, net     2,154      1,634      -        (877) 4(d)     -       2,667 
                             (3) 4(i)               
                             (241) 4(s)               
Deferred tax assets     -      6,454      (6,454) 2(b)     -        -       - 
Goodwill     43,653      9,598      -        (9,598) 4(e)     -       97,542 
                             (3,357) 4(s)               
                             57,246  4(f)               
Intangible assets, net     3,867      317      -        46,608  4(g)     -       47,816 
                             (2,976) 4(s)               
Due from related parties     -      264      (264) 2(a)     -        -       - 
Other long-term assets     2,340      2,962      6,454  2(b)     (1,615) 4(c)     -       3,234 
                    264  2(a)     (126) 4(h)               
                             (41) 4(j)               
                             (357) 4(s)               
                             (6,459) 4(r)               
                             (188) 4(t)               
Total assets   $ 72,861    $ 32,239    $ -      $ 52,894      $ 29,993     $ 187,987 
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UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
AS OF OCTOBER 29, 2023 – (CONTINUED)

(dollars and shares outstanding in millions)

    Historical                            

   Broadcom Inc.   VMware, Inc.        

 

Transaction
Accounting

Adjustments
(Note 4)

   

 

Financing
Adjustments

(Note 6)

      
Pro Forma
Combined  

   
As of October

29, 2023   
As of November

3, 2023   

Reclassification
Adjustments

(Note 2)               
As of October

29, 2023  
LIABILITIES AND EQUITY                                   
Current liabilities:                                   
Accounts payable  $ 1,210   $ 148   $ 8  2(a) $ -     $ -      $ 1,572 
                 206  2(c)                      
Accrued expenses and other    -     1,901     (1,901) 2(c)   -       -        - 
Customer deposits    -     2,926     (2,926) 2(d)   -       -        - 
Unearned revenue    -     6,681     (6,681) 2(d)   -       -        - 
Employee compensation and
benefits    935     -     677  2(c)   (23) 4(k)    -        1,587 
                          (2) 4(s)               
Current portion of long-term debt    1,608     1,248     12  2(c)   2 4(m)    -        2,867 
                          (3) 4(s)               
Due to related parties    -     387     (387) 2(a)   -        -        - 
Other current liabilities    3,652     -     379  2(a)   53  4(a)    -        13,662 
                 1,006  2(c)   (3) 4(l)               
                 9,607  2(d)   (28) 4(h)               
                          21  4(n)               
                          301  4(p)               
                           131  4(r)               
                          (1,865) 4(s)               
                          173  4(t)               
                          (39) 4(u)               
                          274  4(g)               
Liabilities held-for-sale    -     -     -        3,178  4(s)    -        3,178 
Total current liabilities    7,405     13,291     -        2,170        -        22,866 
                                              
Long-term liabilities:                                             
Long-term debt    37,621     8,205     41  2(e)   (2) 4(i)    29,993   6(a)   73,853 
                          45  4(m)                
                          (1,250) 4(l)                
                          (785) 4(o)                
                          (15) 4(s)                
Unearned revenue    -     5,250     (5,250) 2(f)    -        -         - 
Income tax payable    -     376     (376) 2(f)    -        -         - 
Operating lease liabilities    -     754     (754) 2(f)    -        -         - 
Due to related parties    -     506     (506) 2(a)   -        -         - 
Other long-term liabilities    3,847     467     (41) 2(e)   (78) 4(h)    -         13,181 
                 6,380  2(f)    21  4(k)                
                 506  2(a)   (1,293) 4(s)                
                          3,545  4(r)                
                          (173) 4(t)                
  Total liabilities    48,873     28,849     -        2,185        29,993         109,900 
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UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
AS OF OCTOBER 29, 2023 – (CONTINUED)

(dollars and shares outstanding in millions)

    Historical                           

   Broadcom Inc.   VMware, Inc.       

 

Transaction
Accounting

Adjustments
(Note 4)  

 

 

Financing
Adjustments

(Note 6)  

 
Pro Forma
Combined  

   
As of October

29, 2023   
As of November

3, 2023    

Reclassification
Adjustments

(Note 2)      
As of October

29, 2023  
                                   
Stockholders’ equity:                                  
Preferred stock    -    -     -      -        -      - 
Common stock    -    -     -      -        -      - 
Class A common stock    -    4     -      (4)4(q)     -      - 
Additional paid-in capital    21,099    1,714     -      54,173  4(a)     -      75,272 
                       (1,714)4(q)              
Retained earnings    2,682    1,679     -      (86,290)4(a)     -      2,608 
                       (74)4(b)              
                       (1,636)4(c)              
                       (877)4(d)              
                       (9,598)4(e)              
                       57,246  4(f)              
                       46,334  4(g)              
                       (20)4(h)              
                       (1)4(i)              
                       (41)4(j)              
                       2  4(k)              
                       1,253  4(l)              
                       (47)4(m)             
                       (21)4(n)              
                       785  4(o)              
                       (301)4(p)              
                       1,711  4(q)              
                       (10,148)4(r)              
                       (30)4(x)              
Accumulated other comprehensive income (loss)   207    (7)   -      7  4(q)     -      207 
Total stockholders’ equity    23,988    3,390     -      50,709        -      78,087 
Total liabilities and equity  $ 72,861  $ 32,239   $ -    $ 52,894      $ 29,993    $ 187,987 
                                         
Shares of common stock issued and outstanding    414    432     -      54  4(a)     -      468 
                       (432)4(q)              

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Information.
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UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED OCTOBER 29, 2023

(dollars and weighted average shares outstanding in millions, except per share amounts)
 
    Historical                              

    Broadcom Inc.    VMware, Inc.  

 

Reclassification
Adjustments

(Note 2)  

 

 

Transaction
Accounting

Adjustments
(Note 5)  

 

 

Financing
Adjustments

(Note 6)  

 
Pro Forma
Combined  

   
For the Year

Ended    
For the Twelve
Months Ended       

For the Year
Ended  

   
October 29,

2023    
November 3,

2023        
October 29,

2023  
Net revenue:                                        
Products   $ 27,891    $ -    $ -      $ -      $ -    $ 27,891 
Subscriptions and services     7,928      -      13,852  2(g)     (1,643) 5(a)     -      20,193 
                             56  5(l)              
License     -      2,521      (2,521) 2(g)     -        -      - 
Subscription and SaaS     -      5,057      (5,057) 2(g)     -        -      - 
Services     -      6,274      (6,274) 2(g)     -        -      - 
Total net revenue     35,819      13,852      -        (1,587)       -      48,084 
                                               
Cost of revenue:                                              
Cost of products sold     8,636      -      -        -        -      8,636 
Cost of subscriptions and services     636      -      2,560  2(h)     (326) 5(a)     -      2,706 
                             (165) 5(b)             
                             (70) 5(c)              
                             78  5(d)             
                             (1) 5(j)              
                             (6) 5(i)              
Cost of license revenue     -      152      (152) 2(h)     -        -      - 
Cost of subscription and SaaS revenue     -      811      (811) 2(h)     -        -      - 
Cost of services revenue     -      1,597      (1,597) 2(h)     -        -      - 
Amortization of acquisition-related
intangible assets     1,853      -      -        4,635  5(b)    -      6,488 
Restructuring charges     4      -      -        -        -      4 
Total cost of revenue     11,129      2,560      -        4,145        -      17,834 
                                               
Gross margin     24,690      11,292      -        (5,732)       -      30,250 
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UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED OCTOBER 29, 2023 – (CONTINUED)

(dollars and weighted average shares outstanding in millions, except per share amounts)

    Historical                       

   Broadcom Inc.   VMware, Inc.  

 

Reclassification
Adjustments

(Note 2)  

 
Transaction
Accounting

Adjustments
(Note 5)  

 

 

Financing
Adjustments

(Note 6)  

 
Pro Forma
Combined  

   
For the Year

Ended   
For the Twelve
Months Ended       

For the Year
Ended  

   
October 29,

2023   
November 3,

2023        
October 29,

2023  
Research and development    5,253    3,395    -    (414)5(a)    -    8,588 
                    (10)5(b)          
                    (72)5(c)           
                    441  5(d)          
                    (1)5(j)           
                    (4)5(i)           
Selling, general and administrative    1,592    -    5,684  2(i) (640)5(a)    -    5,700 
                    (55)5(b)          
                    (150)5(c)           
                    (64)5(d)          
                    (728)5(e)           
                    74  5(h)          
                    (1)5(j)           
                    (12)5(i)           
Sales and marketing    -    4,452    (4,452)2(i) -       -    - 
General and administrative    -    1,232    (1,232)2(i) -       -    - 
Amortization of acquisition-related intangible assets   1,394    -    -    2,504  5(b)   -    3,898 
Restructuring and other charges    244    -    1  2(j) -       -    245 
Realignment    -    1    (1)2(j) -       -    - 
Total operating expenses    8,483    9,080    -    868       -    18,431 
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UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED OCTOBER 29, 2023 – (CONTINUED)

(dollars and weighted average shares outstanding in millions, except per share amounts)

    Historical                                  

    Broadcom Inc.    VMware, Inc.  

 

Reclassification
Adjustments

(Note 2)  

 

 

Transaction
Accounting

Adjustments
(Note 5)  

 

 

Financing
Adjustments

(Note 6)  

   
Pro Forma
Combined    

   
For the Year

Ended    
For the Twelve
Months Ended         

For the Year
Ended    

   
October 29,

2023    
November 3,

2023          
October 29,

2023    
Operating income     16,207      2,212      -        (6,600)       -        11,819   
Investment income     -      251      (251)2(k)    -        -        -   
Interest expense     (1,622)     (320)     -        (92)5(f)     (2,184)6(b)    (4,218)  
                             -  5(j)                  
Other income, net     512      76      251  2(k)    -        -        839   
Income from continuing operations
before income taxes     15,097      2,219      -        (6,692)       (2,184)       8,440   
Provision for income taxes     1,015      485      -        (714)5(g)    (385)5(g)    401   
Net income from continuing
operations attributable to
common stock   $ 14,082    $ 1,734    $ -      $ (5,978)     $ (1,799)     $ 8,039   
                                                   
Net income from continuing
operations per share attributable to
common stock:                                                  
Basic   $ 33.93                                      $ 17.14  5(k)
Diluted   $ 32.98                                      $ 16.64  5(k)
                                                   
Weighted-average shares used in
per share calculations:                                                  
Basic     415                                        469   
Diluted     427                                        483   

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Information.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
 
1. Basis of Presentation
 

The unaudited pro forma condensed combined financial information is prepared in accordance with Article 11 of Regulation S-X as
amended by the
final rule, Release No. 33-10786 “Amendments to Financial Disclosures about Acquired and Disposed Businesses”. The historical information of
Broadcom and VMware is presented in accordance with accounting principles generally accepted in
the United States of America.
 

The unaudited pro forma condensed combined balance sheet as of October 29, 2023 is prepared using the historical audited
consolidated balance sheet
of Broadcom as of October 29, 2023 and the historical unaudited condensed consolidated balance sheet of VMware as of November 3, 2023 giving effect to
(i) the Transaction as if it had been completed on October 29, 2023 and
(ii) the assumptions and adjustments described in the accompanying notes to the
unaudited pro forma condensed combined financial information.
 

The unaudited pro forma condensed combined statement of operations for the year ended October 29, 2023 gives effect to (i) the
Transaction as if it
had been completed on October 31, 2022, the beginning of Broadcom’s most recently completed fiscal year and (ii) the assumptions and adjustments
described in the accompanying notes to the unaudited pro forma condensed combined
financial information. As the difference between Broadcom’s and
VMware’s fiscal year-end dates is less than one fiscal quarter, the unaudited pro forma condensed combined statement of operations for the year ended
October 29, 2023 is prepared using
Broadcom’s audited consolidated statement of operations for the year ended October 29, 2023 and VMware’s unaudited
condensed combined statement of income for the twelve months ended November 3, 2023, which is derived by adding the audited consolidated
statement
of income for the year ended February 3, 2023 and unaudited condensed consolidated statement of income for the nine months ended November 3, 2023
and subtracting the unaudited condensed consolidated statement of income for the nine months
ended October 28, 2022, as permitted under Rule 11-02 of
Regulation S-X.
 

The unaudited pro forma condensed combined financial information is prepared using the acquisition method of accounting in
accordance with the
business combination accounting guidance as provided in Accounting Standards Codification 805, Business Combinations, with Broadcom treated
as the
accounting acquirer for the Transaction.
 

The unaudited pro forma condensed combined financial information is provided for informational purposes only and is not necessarily
indicative of the
operating results that would have occurred if the Transaction had been completed as of the dates set forth above, nor is it indicative of the future results of
Broadcom following the Transaction. In determining the preliminary
 estimate of fair values of assets acquired and liabilities assumed of VMware,
Broadcom used publicly available benchmarking information as well as a variety of other assumptions, including market participant assumptions. The
purchase price allocation
relating to the Transaction is preliminary and subject to change, as additional information becomes available and as additional
analyses are performed. There can be no assurances that the final valuations will not result in material changes to this
preliminary purchase price allocation.
The unaudited pro forma condensed combined financial information does not give effect to the potential impact of any anticipated synergies, operating
efficiencies or cost savings that may result from the
 Transaction or of any integration costs. The unaudited pro forma condensed combined financial
information does not purport to project the future operating results or financial position of Broadcom following the Transaction.
 

The unaudited pro forma condensed combined financial information should be read in conjunction with:
 

• the accompanying notes to the unaudited pro forma condensed combined financial information;
 

• the separate historical audited consolidated financial statements of Broadcom as of and for the year ended October 29, 2023, included in
Broadcom’s Annual Report
on Form 10-K filed with the SEC on December 14, 2023;

 
• the separate historical audited consolidated financial statements of VMware as of and for the year ended February 3, 2023, included in VMware’s

Annual Report on
Form 10-K filed with the SEC on March 28, 2023, incorporated by reference in Exhibit 99.1 of this 8/K-A;
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• the separate historical unaudited condensed consolidated financial statements of VMware as of and for the nine months ended November 3, 2023,
included in Exhibit
99.2 of this 8/K-A; and

 
• the separate historical unaudited condensed consolidated financial statements of VMware as of and for the nine months ended October 28, 2022,

included in VMware’s
Quarterly Report on Form 10-Q filed with the SEC on December 2, 2022.
 
2. Significant Accounting Policies
 

The accounting policies used in the preparation of the unaudited pro forma condensed combined financial information are those set
out in Broadcom’s
audited financial statements as of and for the year ended October 29, 2023. Certain reclassifications are reflected in the pro forma adjustments to conform
VMware’s presentation to Broadcom’s in the unaudited pro forma condensed
combined balance sheet and statement of operations. These reclassifications
have no effect on previously reported total assets, total liabilities and shareholders’ equity, or net income of Broadcom or VMware.
 

The following reclassification adjustments were made to conform VMware’s presentation to Broadcom’s presentation:
 

  (a) Represents the reclassification of the related party balances of VMware with Dell since VMware and Dell are no longer considered related parties
as a result of the Transaction.

 
(b) Represents the reclassification of deferred tax assets to other long-term assets.

 
(c) Represents the reclassification of accrued expenses to accounts payable, employee compensation and benefits, current portion of long-term debt

for the current portion of finance lease
 liabilities, and other current liabilities largely comprised of the current portion of income tax payable,
accrued commissions, accrued rebates, short-term lease liabilities, and the current portion of interest payable.

 
(d) Represents the reclassification of customer deposits and the current portion of unearned revenue balances to other current liabilities.

 
(e) Represents the reclassification of long-term finance lease liabilities from other long-term liabilities to long-term debt.

 
(f) Represents the reclassification of unearned revenue - non-current, income tax payable, and operating lease liabilities to other long-term liabilities.

 
(g) Represents the reclassification of license revenue, subscription and SaaS revenue, and services revenue to subscriptions and services revenue.

 
(h) Represents the reclassification of cost of license revenue, cost of subscription and SaaS revenue, and cost of services revenue to cost of

subscriptions and services revenue (referred
to as CoSS).
 

(i) Represents the reclassification of sales and marketing expense and general and administrative expense to selling, general and administrative
expense (referred to as SG&A).

 
(j) Represents the reclassification of realignment expense to restructuring and other charges.

 
(k) Represents the reclassification of investment income to other income, net.

 
3. Calculation of Merger Consideration and Preliminary Purchase Price Allocation of the Transaction
 

The fair value of the merger consideration transferred on the Acquisition Date includes (i) the fair value of approximately 54
 million shares of
Broadcom common stock transferred to VMware stockholders, (ii) the value of the cash consideration paid to VMware stockholders, (iii) the repayment of
VMware’s outstanding debt, (iv) the fair value of assumed VMware
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equity awards attributable to pre-combination services, (v) the fair value of settled VMware equity awards attributable to pre-combination services,
and (vi)
the effective settlement of the pre-existing relationship between VMware and Broadcom. The calculation of the merger consideration is as follows:

Consideration Transferred   (dollars in millions)  
Fair value of Broadcom common stock issued for outstanding VMware common stock (1)   $ 53,398 
Cash paid for outstanding VMware common stock (2)     30,788 
Cash paid by Broadcom to retire VMware’s term loan (3)     1,257 
Fair value of partially vested assumed VMware equity awards (4)     805 
Fair value of Broadcom common stock issued for accelerated VMware equity awards (5)     23 
Cash paid for accelerated VMware equity awards (6)     13 
Effective settlement of pre-existing relationships (7)     6 
Total merger consideration   $ 86,290 

(1) Represents the stock consideration paid to VMware stockholders for stock election shares. As outlined in the Merger Agreement, each stock
election share settled at closing was
exchanged for 0.2520 shares of Broadcom common stock. The stock consideration paid for the stock election
shares was determined by multiplying the number of shares of Broadcom common stock issued, approximately 54 million shares, by the closing
price of Broadcom common stock as of November 21, 2023.

 
(2) Represents the cash consideration paid to VMware stockholders for cash election shares. As outlined in the Merger Agreement, each cash election

share settled at closing was exchanged
 for $142.50. The amount of cash consideration paid for the cash election shares was determined by
multiplying the number of cash election shares, 216 million shares, by the per share cash consideration.

 
(3) Represents the pay-off amount for the repayment of VMware’s senior unsecured term loan facility and revolving credit facility.
 
(4) Represents the fair value of VMware restricted stock unit awards (other than those held by non-employee members of VMware’s Board of

Directors) and performance stock unit awards
attributable to pre-combination services. As outlined in the Merger Agreement, each outstanding
non-director VMware restricted stock unit award and performance stock unit award were assumed by Broadcom and converted into a number of
restricted
stock units denominated in shares of Broadcom common stock. The pre-combination fair value of Broadcom restricted stock units issued
in connection with the Transaction was $805 million.

 
(5) Represents the stock consideration paid to settle VMware stock options and VMware restricted stock unit awards held by non-employee members

of VMware’s Board of Directors (“Director
RSUs”) that is attributable to pre-combination services. As outlined in the Merger Agreement, each net
option share and Director RSU settled at closing was exchanged for 0.1260 shares of Broadcom common stock. The pre-combination fair value of
Broadcom common stock issued in connection with the Transaction to settle VMware stock options and Director RSUs was $23 million.

 
(6) Represents the cash consideration paid to settle VMware stock options and Director RSUs that is attributable to pre-combination services. As

outlined in the Merger Agreement, each net
option share and Director RSU settled at closing was exchanged for $71.25. The pre-combination fair
value of cash consideration paid in connection with the Transaction to settle VMware stock options and Director RSUs was $13 million.

 
(7) Represents the effective settlement of a pre-existing relationship between VMware and Broadcom where Broadcom was a customer to VMware.
 
Preliminary Purchase Price Allocation
 

Under the acquisition method of accounting, VMware’s identifiable assets acquired and liabilities assumed by Broadcom have been
recorded at the
acquisition date fair values and added to those of Broadcom. The pro forma adjustments are preliminary and based on estimates of the fair value and useful
lives of the assets acquired and liabilities assumed and are prepared to
illustrate the estimated effect of the Transaction. The final amounts allocated to assets
acquired and liabilities assumed could differ significantly from the amounts presented in the unaudited pro forma condensed combined financial
information.
 Accordingly, the pro forma purchase price allocation is subject to further adjustment as additional information becomes available and as
additional analyses and final valuations are completed. There can be no assurances that these additional analyses
and final valuations will not result in
material changes to the estimates of fair value set forth below.
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The following table sets forth a preliminary allocation of the merger consideration to VMware’s identifiable tangible and
intangible assets acquired and
liabilities assumed by Broadcom, as if the Transaction had been completed on October 29, 2023, based on the unaudited condensed consolidated balance
sheet of VMware as of November 3, 2023, with the excess recorded as
goodwill:
 

    (dollars in millions)  
Cash and cash equivalents   $ 6,571 
Trade accounts receivable, net     3,758 
Other current assets     544 
Assets held-for-sale     7,153 
Property, plant and equipment, net     513 
Intangible assets, net     43,949 
Other long-term assets     894 
Total assets   $ 63,382 
Accounts payable     (362)
Employee compensation and benefits     (652)
Current portion of long-term debt     (1,259)
Other current liabilities     (9,957)
Liabilities held-for-sale     (3,178)
Long-term debt     (6,239)
Other long-term liabilities     (9,334)
Total liabilities   $ (30,981)
Net assets acquired (a)     32,401 
Estimated purchase consideration (b)   $ 86,290 
Estimated goodwill (b) - (a)   $ 53,889 

Goodwill represents the excess of the merger consideration over the estimated fair value of the underlying net assets acquired.
Goodwill will not be
amortized but instead will be reviewed for impairment at least annually, absent any indicators of impairment. Goodwill is attributable to planned growth in
new markets, and synergies expected to be achieved from the combined
operations of Broadcom and VMware. Goodwill recognized in the Transaction is
not expected to be deductible for tax purposes.
 
4. Transaction Accounting Adjustments to Unaudited Pro Forma Condensed Combined Balance Sheet
 

 

(a) Represents the total merger consideration of $86,290 million, consisting of (i) stock consideration of $53,398 million for stock election shares, (ii)
cash consideration of $30,788
million for cash election shares, (iii) repayment of the outstanding principal and accrued interest balance under
VMware’s senior unsecured term loan facility and the accrued commitment fee under VMware’s revolving credit facility of $1,257
million by
Broadcom, (iv) issuance of Broadcom restricted stock unit awards with an estimated fair value of $805 million attributable to pre-combination
services, $752 million of which is classified as equity and $53 million of which is
classified as liability, (v) stock consideration paid to holders of
VMware stock options and Director RSUs with an estimated fair value of $23 million attributable to pre-combination services, (vi) cash
consideration paid to holders of VMware
 stock options and Director RSUs with an estimated fair value of $13 million attributable to pre-
combination services, and (vii) settlement of a pre-existing relationship of $6 million.

 
(b) Reflects the adjustment to cash and cash equivalents and Broadcom’s retained earnings to record the estimated transaction costs to be incurred by

Broadcom in connection with the
Transaction.
 

(c) Reflects the elimination of VMware’s historical deferred commission balances as these balances are considered in the fair value measurement of
any customer relationships.
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(d) Represents the net adjustment to the estimated fair value of property, plant and equipment of VMware. Preliminary property, plant and equipment
fair values in the pro forma financial
information are provided in the table below. The depreciation expense related to these assets is reflected as a
pro forma adjustment in the unaudited pro forma condensed combined statement of operations, as further described in Note 5(c).

 
Property, Plant and Equipment   Approximate Fair Value    Estimated Useful Life 
    (dollars in millions)       (in years)  
Real property   $ 214      22 
Personal property     244      5 
Other personal property     24      5 
Assets held-for-sale     224      n/a 
Total   $ 706        
Eliminate historical VMware property, plant and equipment carrying value     (1,583)       
Adjustment   $ (877)       

(e) Represents the elimination of VMware’s historical goodwill balance.
 

(f) Represents the preliminary estimate of goodwill based on the preliminary purchase price allocation, including $3,357 million of goodwill attributed
to assets
held-for-sale, as further described in Note 4(s).

 
(g) Represents the net adjustment to the estimated fair value of intangible assets acquired in the
Transaction and the adjustment to write off deferred

contra revenue and recognize an intangible asset for the off-market component of customer contracts based on the estimated fair value as of the
Acquisition Date. Preliminary identifiable intangible assets in the pro forma financial information are provided in the table below. The
amortization related to these
identifiable intangible assets is reflected as a pro forma adjustment in the unaudited pro forma condensed combined
statement of operations, as further described in Note 5(b) and 5(l).

 
Intangible Assets   Approximate Fair Value    Estimated Useful Life 
    (dollars in millions)       (in years)  
Developed technology   $ 22,950      6 
In-process research and development     4,970      n/a 
Customer contracts and related relationships     14,664      6 
Trade names/trademarks/domain names (Brand Assets)     1,150      12 
Off-market component of customer contracts     215      2 
Assets held-for-sale     2,976      n/a 
Total   $ 46,925        
Eliminate historical VMware intangible assets carrying value     (317)       
Adjustment   $ 46,608        

(h) Represents the adjustment to the right-of-use (ROU) assets and lease liabilities of VMware’s operating leases. VMware’s acquired ROU assets and
lease liabilities are measured and
recognized based on remaining future lease payments as of the Acquisition Date using Broadcom’s incremental
borrowing rates. The lease expense related to VMware’s operating leases is reflected as a pro forma adjustment in the unaudited pro
 forma
condensed combined statement of operations, as further described in Note 5(i).

 
(i) Represents the adjustment to the ROU assets and lease liabilities of VMware’s finance leases. VMware’s acquired ROU assets and lease liabilities

are measured and recognized based on
remaining future lease payments as of the Acquisition Date using Broadcom’s incremental borrowing rates.
The depreciation expense and interest expense related to VMware’s finance leases are reflected as a pro forma adjustment in the unaudited
pro
forma condensed combined statement of operations, as further described in Note 5(j).

 
(j) Represents the adjustment to the estimated fair value of strategic investments.

 
(k) Represents the adjustment to the estimated fair value of post-employment benefits.
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(l) Represents the elimination of outstanding principal and accrued interest balance related to VMware’s senior unsecured term loan facility, which
was paid off by Broadcom concurrent with
the closing of the Transaction.

 
(m) Represents the elimination of VMware’s unamortized debt issuance costs and discount balance associated with VMware’s senior unsecured term

loan facility, which was paid off by Broadcom
at the Acquisition Date, as well as VMware’s senior notes, which were assumed by Broadcom and
adjusted to the estimated fair value as of the Acquisition Date as described in Note 4(o) below.

 
(n) Represents the adjustment to the cash settlement value of the derivative instruments.

 
(o) Represents the net adjustment to the estimated fair value of VMware’s senior notes assumed in connection with the Transaction.

 
(p) Represents the recognition of an excise tax liability that VMware incurred in connection with the Transaction. Specifically, the retirement of

VMware common stock on the Acquisition
Date qualified as a buyback subject to excise tax.
 

(q) Represents the elimination of VMware’s historical equity. Adjustments to total stockholders’ equity include the following:
 

   Common Stock   
Additional Paid-in

Capital    Retained Earnings      

Accumulated Other
Comprehensive Income

(Loss)  
    (dollars in millions)  
Historical equity balances of VMware  $ 4   $ 1,714   $ 1,679      $ (7)
Purchase price allocation adjustments    -     -     (3,390)  *   - 
Elimination of remaining VMware equity balance    (4)   (1,714)   1,711        7 
Estimated value of equity consideration    -     54,173     -        - 
Estimated Broadcom related transaction costs    -     -     (74) **    - 
Historical equity balances of Broadcom    -     21,099     2,682        207 
Pro forma equity balances of combined company  $ -   $ 75,272   $ 2,608      $ 207 
* Impact of 4(a), 4(c), 4(d), 4(e), 4(f), 4(g), 4(h), 4(i), 4(j), 4(k), 4(l), 4(m), 4(n), 4(o), 4(p), 4(r), and 4(x)
** Impact of 4(b)

(r) Represents income tax-related adjustments. The adjustment to the deferred tax asset and the deferred tax liability balances are associated with the
incremental differences in the book
and tax basis created from the preliminary purchase price allocation, primarily resulting from the preliminary
fair value of intangible assets. Deferred taxes are established based on a blended statutory tax rate based on jurisdictions where
 income is
generated. The effective tax rate of Broadcom following the Transaction could be significantly different (either higher or lower) depending on post-
acquisition activities, including the geographical mix of income.

 
(s) Represents the estimated fair value of the assets and liabilities, primarily of VMware’s end-user computing business and other real property, which

meet the definition of held-for-sale
and are reported as assets and liabilities held-for-sale. Broadcom expects the held-for-sale businesses and real
property to be sold within a year from the Acquisition Date. Although it is probable that Broadcom will sell the held-for-sale
businesses and real
property within a year from the Acquisition Date, unforeseen events or circumstances in the future could cause this expectation to change. While
unlikely, if the probability of disposing of these businesses changes
 significantly, these businesses may no longer be classified as held-for-sale
impacting the presentation as discontinued operations.
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Held-for-Sale      
    (dollars in millions)  
Assets      
Prepaid expenses   $ 377 
Property, plant and equipment, net     224 
Goodwill     3,357 
Intangibles     2,976 
ROU assets     213 
Other assets     6 
Total assets held-for-sale   $ 7,153 
        
Liabilities       
Lease liability     215 
Deferred revenue     2,390 
Other liabilities     573 
Total liabilities held-for-sale   $ 3,178 

(t) Represents the reclassification of long-term assets and liabilities to short-term assets and liabilities as a result of the planned termination of
VMware’s non-qualified deferred
compensation plan. Based on the proposed termination date and subsequent cash distribution of plan assets, the
assets and liabilities of the plan are reclassified to short-term assets and short-term liabilities, respectively.

 
(u) Represents a policy alignment adjustment to net accounts receivable against the corresponding deferred revenue balances for unfulfilled orders.

 
(v) Represents a policy alignment adjustment to reclassify contract assets to unbilled receivables for services performed for which the right to

consideration is unconditional.
 

(w) Represents a policy alignment adjustment to reclassify unbilled receivables to contract assets for contracts where the right to consideration is
conditional on performing additional
services.

 
(x) Represents the adjustment to the estimated fair value of trade accounts receivable as of the Acquisition Date.

 
5. Transaction Accounting Adjustments to Unaudited Pro Forma Condensed Combined Statement of Operations
 

(a) Represents an adjustment to eliminate the operating results, primarily of VMware’s end-user computing business, that met the held-for-sale criteria
as of the Acquisition Date. Results
of these business units will be reflected as discontinued operations in Broadcom’s future filings.

 
Discontinued Operations      
    (dollars in millions)  
Subscription and services  $ 1,643 
Cost of subscriptions and services    (326)
Gross margin    1,317 
       
Research and development    414 
Selling, general and administrative    640 
Total operating expenses  $ 1,054 
       
Operating income  $ 263 
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(b) Represents the adjustment to record elimination of historical amortization expense and recognition of new amortization expense related to
identifiable intangible assets based on the
 estimated fair value as of the Acquisition Date. Amortization expense was calculated based on the
estimated fair value of each of the identifiable intangible assets and the periods in which the associated economic benefits are expected to be
derived. Amortization expense is allocated between amortization of acquisition-related intangible assets - cost of revenue (referred to as ACoR)
and amortization of acquisition-related intangible assets - operating expenses (referred to as AOE)
based on the nature of activities associated with
the intangible assets acquired.

 
The adjustment for the amortization expense is as follows:

 
    For the Year Ended October 29, 2023  
    CoSS     R&D     SG&A     ACoR     AOE  
    (dollars in millions)  
Reversal of VMware’s historical amortization expense   $ (165)   $ (10)   $ (55)   $ -    $ - 
Amortization of purchased identifiable intangible assets     -      -      -      4,635      2,504 
Total intangible asset amortization adjustment   $ (165)   $ (10)   $ (55)   $ 4,635    $ 2,504 

(c) Represents the adjustment to record elimination of historical depreciation expense and recognition of new depreciation expense based on the
estimated fair value of property, plant and
equipment as of the Acquisition Date. The depreciation of property, plant and equipment is calculated
based on the estimated fair value of each asset and the associated remaining useful lives as discussed in Note 4(d) above. Depreciation
expense is
allocated among CoSS, research and development (referred to as R&D), and SG&A based upon the nature of activities associated with the use of
the property, plant and equipment.

 
The adjustment for the depreciation expense is as follows:

 
    For the Year Ended October 29, 2023  
    CoSS     R&D     SG&A  
    (dollars in millions)  
Reversal of VMware’s historical depreciation expense   $ (85)   $ (88)   $ (183)
Depreciation of acquired property, plant and equipment     15      16      33 
Total depreciation expense adjustment   $ (70)   $ (72)   $ (150)

(d) Represents the adjustment to record the elimination of historical VMware stock-based compensation expense and recognition of new stock-based
compensation expense for the
 post-combination portion of VMware’s stock options, restricted stock unit awards and performance stock unit
awards. Since the VMware outstanding stock options and Director RSUs have been settled and require no further service, the entire
 post-
combination portion of such awards is recognized as a compensation expense immediately after the closing of the Transaction. This is a non-
recurring adjustment. The income tax benefit resulting from this adjustment is $0.3 million using
Broadcom’s statutory tax rate of 18%.

 
VMware’s performance stock unit awards and restricted stock unit awards (other than Director RSUs) are assumed and converted into
approximately 5 million Broadcom restricted stock unit awards with an estimated fair value of $3,515 million, of which $2,711 million is
attributable to post-combination services and will be recognized as compensation expense. Broadcom restricted stock
unit awards are subject to the
same terms and conditions applicable to the corresponding VMware equity awards, including vesting terms. Therefore, the post-combination
portion of Broadcom restricted stock unit awards has been recognized as stock-based
compensation expense ratably over the remaining vesting
period. With respect to any Broadcom restricted stock unit award that replaces a VMware performance stock unit award, vesting is no longer
subject to the achievement of performance goals or
metrics and is solely based on providing continued services to Broadcom and its affiliates,
including VMware, through the end of the applicable performance period.

 
The following table reflects the elimination of VMware’s historical stock-based compensation expense and the recognition of
 stock-based
compensation expense based on the fair value of Broadcom restricted stock unit awards. Stock-based compensation expense is allocated among
CoSS, R&D and SG&A based upon the nature of the associated activities.
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The adjustment for the stock-based compensation expense is as follows:
 

    For the Year Ended October 29, 2023  
    CoSS     R&D     SG&A  
    (dollars in millions)  
Reversal of VMware’s historical stock-based compensation expense   $ (123)   $ (622)   $ (543)
Post-combination stock-based compensation expense     201      1,063      479 
Total stock-based compensation expense adjustment   $ 78    $ 441    $ (64)

(e) Represents the reversal of historical deferred commission amortization expense related to the elimination in Note 4(c) above.
 

(f) Represents the reversal of VMware’s historical interest expense, including the amortization of debt issuance costs. This adjustment also reflects the
addition of the estimated interest
expense based on the estimated fair value of VMware debt assumed by Broadcom.

 

   
For the Year Ended

October 29, 2023  
    (dollars in millions) 
Reversal of VMware’s historical interest expense and amortization of debt issuance costs   $ (320)
Interest expense on the fair value of VMware debt assumed by Broadcom     412 
Total interest expense adjustment   $ 92 

(g) Represents the income tax benefit resulting from the aggregate increase in expenses due to the transaction accounting adjustments and financing
adjustments described herein. As a
result of the corresponding decrease in income before income taxes in the statement of operations for the year
ended October 29, 2023, an income tax benefit is recognized. A blended statutory tax rate of approximately 11% is assumed for the
amortization of
intangible assets, and a blended statutory tax rate of approximately 18% is assumed for all other pro forma adjustments. The applicable blended
statutory tax rates are based on the jurisdictions in which the assets are located
 and are not necessarily indicative of the effective tax rate of
Broadcom following the Transaction, which could be significantly different depending on post-acquisition activities, including the geographical
mix of income.

 
(h) Reflects the total estimated transaction costs for Broadcom that have not yet been recognized in the statement of operations for the year ended

October 29, 2023. Transaction costs are
expensed as incurred and reflected as if incurred on October 31, 2022, the date the Transaction is assumed
to have been completed for the purposes of the unaudited pro forma condensed combined statement of operations. This is a non-recurring
item.
The income tax benefit resulting from this adjustment is $13 million using Broadcom’s statutory tax rate of 18%.

 
(i) Represents the adjustment to lease expense for the remeasured operating leases noted in 4(h) above.

 
(j) Represents the adjustment to depreciation expense and interest expense for the remeasured finance leases noted in 4(i) above.

 
(k) Represents the pro forma basic net income from continuing operations per share attributable to common stock calculated using the historical basic

weighted average shares of Broadcom
common stock outstanding, adjusted for additional shares to be issued to holders of VMware common stock
and holders of VMware equity awards to consummate the Transaction. Pro forma diluted net income from continuing operations per share
attributable to common stock is calculated using the historical diluted weighted average
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shares of Broadcom common stock outstanding, adjusted for the additional shares to be issued to holders of VMware common stock and holders of
VMware equity awards, including the potential dilutive
effect of the additional Broadcom restricted stock unit awards to be issued in conjunction
with the Transaction.

   
For the Year Ended

October 29, 2023  

Numerator:  
(dollars in millions,

except per share data)  
Net income from continuing operations attributable to common stock   $ 8,039 
        
Denominator:       
Historical Broadcom weighted average shares outstanding (basic)     415 
Shares of Broadcom common stock to be issued to VMware stockholders pursuant to the Merger Agreement     54 
Shares of Broadcom common stock to be issued to holders of VMware equity awards pursuant to the Merger
Agreement     - 
Pro forma weighted average shares (basic)     469 
        
Historical Broadcom weighted average shares outstanding (diluted)     427 
Shares of Broadcom common stock to be issued to VMware stockholders pursuant to the Merger Agreement     54 
Shares of Broadcom common stock to be issued to holders of VMware equity awards pursuant to the Merger
Agreement     - 
Dilutive impact of Broadcom’s restricted stock unit awards to be issued to replace VMware’s restricted stock unit
awards and performance stock unit awards     2 
Pro forma weighted average shares (diluted)     483 
        
Pro forma net income from continuing operations per share attributable to common stock:       
Basic   $ 17.14 
Diluted   $ 16.64 

(l) Represents the adjustment to record elimination of historical amortization of deferred contra revenue and recognition of new amortization of the
off-market component of customer
contracts as a reduction in revenue. The amortization amount was calculated based on the estimated fair value
of the intangible asset and the periods in which the associated economic benefits are expected to be derived.

 
6. Financing Adjustments
 

(a) Reflects the $30.4 billion of new debt issued by Broadcom under the Credit Agreement in connection with the Transaction, net of capitalized costs
of $398 million. Broadcom entered into
the Credit Agreement on the Acquisition Date. The new debt is classified as long-term debt based on the
terms of the Credit Agreement.

 
(b) To record estimated interest expense, including the amortization of capitalized costs, related to the adjustment in Note 6(a) above. The new debt is

assumed to be outstanding for the
 entire year ended October 29, 2023. The borrowings under the Credit Agreement will bear interest at a
fluctuating rate per annum equal to the Term SOFR
reference rate published by the CME term SOFR administrator, plus an applicable rate that
varies by facility and is calculated based on Broadcom’s credit ratings.

 
The interest rate assumed for purposes of preparing this pro forma financial information is 6.4679% for the Term A-2 Loan, 6.5929% for the Term
A-3 Loan
 and 6.9679% for the Term A-5 Loan, respectively. The interest rate assumed for each facility represents the 1-month Term SOFR
reference rate published by the CME term SOFR administrator as of November 27, 2023, plus 1.1250% for the Term A-2 Loan,
1.2500% for the
Term A-3 Loan, and 1.6250% for the Term A-5 Loan, respectively. In addition to the interest expense, the adjustments also include adjustments for
additional fees.

 
A sensitivity analysis on interest expense for the year ended October 29, 2023 has been performed to assess the effect of a 12.5 basis point change
in
the variable interest rate would have on interest expense. The following table shows the impact of the change in interest expense for the new
debt:

 

   
For the Year Ended

October 29, 2023  
    (dollars in millions)  
Increase of 0.125%   $ 38 
Decrease of 0.125%   $ (38)
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