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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the quarterly period ended June 30, 2012

X

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the transition period from to
Commission File Number 1-9853
EMC CORPORATION
(Exact name of registrant as specified in its charter)
Massachusetts 04-2680009
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification Number)
176 South Street
H06pl§inton Massachusetts 01748
’ (Zip Code)

(Address of principal executive offices)

(508) 435-1000

(Registrant’s telephone number, including area code)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if

any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required

to submit and post such files). Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer o

Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes o No x

The number of shares of common stock, par value $.01 per share, of the registrant outstanding as of June 30, 2012 was
2,098,719,769.




Edgar Filing: EMC CORP - Form 10-Q




Edgar Filing: EMC CORP - Form 10-Q

Table of Contents

EMC CORPORATION

Page No.
PART I — FINANCIAL INFORMATION
Item 1. Financial Statements (unaudited)
Consolidated Balance Sheets at June 30. 2012 and December 31, 2011
Consolidated Income Statements for the Three and Six Months Ended June 30, 2012 and 2011
Consolidated Statements of Comprehensive Income for the Three and Six Months Ended June 30. 2012 and
2011
Consolidated Statements of Cash Flows for the Six Months Ended June 30. 2012 and 2011

Consolidated Statements of Shareholders’ Equity for the Six Months Ended June 30. 2012 and 2011
Notes to Consolidated Financial Statements

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Item 3. Quantitative and Qualitative Disclosures About Market Risk

Item 4. Controls and Procedures

PART II — OTHER INFORMATION

W2 [0 = I N s
o

Item 1. Legal Proceedings 32
Item 1A. Risk Factors 32
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 41
Item 3. Defaults Upon Senior Securities 42
Item 4. Mine Safety Disclosures 42
Item 5. Other Information 42
Item 6. Exhibits 42
SIGNATURES 43
EXHIBIT INDEX 44

FACTORS THAT MAY AFFECT FUTURE RESULTS

This Quarterly Report on Form 10-Q contains forward-looking statements, within the meaning of the Federal
securities laws, about our business and prospects. The forward-looking statements do not include the potential impact
of any mergers, acquisitions, divestitures, securities offerings or business combinations that may be announced or
closed after the date hereof. Any statements contained herein that are not statements of historical fact may be deemed
to be forward-looking statements. Without limiting the foregoing, the words “believes,” “plans,” “intends,” “expects,
and similar expressions are intended to identify forward-looking statements, although not all forward-looking
statements contain these words. Our future results may differ materially from our past results and from those projected
in the forward-looking statements due to various uncertainties and risks, including those described in Item 1A of Part
IT (Risk Factors). The forward-looking statements speak only as of the date of this Quarterly Report and undue
reliance should not be placed on these statements. We disclaim any obligation to update any forward-looking
statements contained herein after the date of this Quarterly Report.
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PART I
FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS
EMC CORPORATION
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)

ASSETS

Current assets:

Cash and cash equivalents
Short-term investments

Accounts and notes receivable, less allowance for doubtful accounts of $65,720 and

$61,804

Inventories

Deferred income taxes

Other current assets

Total current assets

Long-term investments

Property, plant and equipment, net
Intangible assets, net

Goodwill

Other assets, net

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Accounts payable

Accrued expenses

Notes converted and payable (See Note 4)
Income taxes payable

Convertible debt (See Note 4)

Deferred revenue

Total current liabilities

Income taxes payable

Deferred revenue

Deferred income taxes

Other liabilities

Total liabilities

Convertible debt (See Note 4)
Commitments and contingencies (See Note 14)
Shareholders’ equity:

Preferred stock, par value $0.01; authorized 25,000 shares; none outstanding
Common stock, par value $0.01; authorized 6,000,000 shares; issued and outstanding

2,098,720 and 2,048,890 shares
Additional paid-in capital
Retained earnings

June 30,
2012
(unaudited)

$3,993,018
1,660,226

2,973,743

1,029,483
792,019
486,045
10,934,534
5,252,834
2,942,110
1,758,132
12,654,827
1,416,471
$34,958,908

$880,286
2,320,654
187,641
1,621,577
4,183,311
9,193,469
236,423
2,874,551
230,495
295,909
12,830,847
88,689

20,987

3,762,567
17,356,977

December 31,
2011

$4,531,036
1,786,987

2,937,499

1,009,968
733,308
583,885
11,582,683
4,525,106
2,833,149
1,766,115
12,154,970
1,406,156
$34,268,179

$1,101,659
2,354,979
1,699,832
155,909
1,605,142
3,458,689
10,376,210
238,851
2,715,361
250,817
287,912
13,869,151
119,325

20,489

3,405,513
16,120,621
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Accumulated other comprehensive loss, net (203,106 ) (235,009 )
Total EMC Corporation’s shareholders’ equity 20,937,425 19,311,614
Non-controlling interest in VMware, Inc. 1,101,947 968,089
Total shareholders’ equity 22,039,372 20,279,703
Total liabilities and shareholders’ equity $34,958,908 $34,268,179

The accompanying notes are an integral part of the consolidated financial statements.
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EMC CORPORATION
CONSOLIDATED INCOME STATEMENTS
(in thousands, except per share amounts)

(unaudited)
For the
Three Months Ended
June 30, June 30,
2012 2011
Revenues:
Product sales $3,178,737  $3,043,984
Services 2,132,656 1,801,354
5,311,393 4,845,338
Costs and expenses:
Cost of product sales 1,254,328 1,327,217
Cost of services 709,672 637,834
Research and development 655,941 538,891
Selling, general and administrative 1,716,650 1,575,689
Restructuring and acquisition-related charges 27,603 21,216
Operating income 947,199 744,491
Non-operating income (expense):
Investment income 25,978 35,986
Interest expense (18,544 ) (46,476
Other income (expense), net (50,959 ) 30,357
Total non-operating income (expense) (43,525 ) 19,867
Income before provision for income taxes 903,674 764,358
Income tax provision 214,256 172,731
Net income 689,418 591,627
Less: Net income attributable to the non-controlling interest (39.904 ) (45.133
in VMware, Inc.
Net income attributable to EMC Corporation $649,514 $546,494
Net income per weighted average share, basic attributable $031 $0.27
to EMC Corporation common shareholders | '
Net income per weighted average share, diluted attributable $0.29 $0.24
to EMC Corporation common shareholders | |
Weighted average shares, basic 2,096,378 2,060,748
Weighted average shares, diluted 2,207,675 2,266,465

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

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

(unaudited)
For the
Three Months Ended
June 30, June 30,
2012 2011

Net income $689,418 $591,627

)

For the

Six Months Ended

June 30, June 30,
2012 2011
$6,247,594 $5,975,243
4,158,177 3,477,713
10,405,771 9,452,956
2,555,878 2,647,705
1,389,283 1,225,913
1,243,758 1,040,999
3,366,847 3,071,620
53,496 48,109
1,796,509 1,418,610
55,430 74,213
(36,727 ) (91,455
(94,649 ) (12,817
(75,946 ) (30,059
1,720,563 1,388,551
405,166 294,370
1,315,397 1,094,181
(79,041 ) (70,539
$1,236,356 $1,023,642
$0.59 $0.50
$0.56 $0.45
2,082,103 2,063,427
2,204,910 2,262,308
For the

Six Months Ended

June 30, June 30,
2012 2011
$1,315,397 $1,094,181

)
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Other comprehensive income (loss), net of taxes (benefits):
Foreign currency translation adjustments (22,683 ) 6,614 (7,697 ) 25,757
Changes in market value of investments:

Changes in unrealized gains (losses), net of taxes (benefits)

of $10,569, $(20,545), $23,614 and $(11,586) 16,899 (23,256 ) 42,761 (2,523
Less: reclassification adjustment for net losses (gains)

realized in net income, net of taxes of $703, $1,052, $2,353 1,796 (5,280 ) 893 (10,726
and $2,309

Net change in market value of investments 18,695 (28,536 ) 43,654 (13,249

Changes in market value of derivatives:

Changes in market value of derivatives, net of taxes
(benefits) of $(20,974), $(12,325), $(15,046) and $(8,933)
Less: reclassification adjustment for net losses (gains)

(33,097 ) (24,069 ) (23,096 ) (27,629

included in net income, net of taxes (benefits) of $(14,273), 19,430 2,908 19,463 10,674
$(416), $(14,278) and $(1,525)

Net change in the market value of derivatives (13,667 ) (21,161 ) (3,633 ) (16,955
Other comprehensive income (loss) (17,655 ) (43,083 ) 32,324 4,447
Comprehensive income 671,763 548,544 1,347,721 1,089,734

Less: Net income attributable to the non-controlling interest
in VMware, Inc.

Less: Other c‘:om‘prehens.ive income (loss) attributable to the 241 6.389 21 ) 3467
non-controlling interest in VMware, Inc.

Comprehensive income attributable to EMC Corporation $632,100 $509,800 $1,268,259  $1,022,662
The accompanying notes are an integral part of the consolidated financial statements.

(39,904 ) (45,133 ) (79,041 ) (70,539
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EMC CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)

Cash flows from operating activities:

Cash received from customers

Cash paid to suppliers and employees

Dividends and interest received

Interest paid

Income taxes paid

Net cash provided by operating activities

Cash flows from investing activities:

Additions to property, plant and equipment

Capitalized software development costs

Purchases of short- and long-term available-for-sale securities
Sales of short- and long-term available-for-sale securities
Maturities of short- and long-term available-for-sale securities
Business acquisitions, net of cash acquired

Decrease (increase) in strategic and other related investments, net
Joint venture funding

Purchase of leasehold interest

Net cash used in investing activities

Cash flows from financing activities:

Issuance of EMC’s common stock from the exercise of stock options
Issuance of VMware’s common stock from the exercise of stock options
EMC repurchase of EMC’s common stock

EMC purchase of VMware’s common stock

VMware repurchase of VMware’s common stock

Excess tax benefits from stock-based compensation

Payment of long-term and short-term obligations

Proceeds from long-term and short-term obligations

Payment of convertible debt

Interest rate contract settlement

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Reconciliation of net income to net cash provided by operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Non-cash interest expense on convertible debt
Non-cash restructuring and other special charges
Stock-based compensation expense

For the Six Months Ended
June 30, June 30,
2012 2011
$11,286,247 $10,176,306
(8,050,908 ) (7,621,684
14,404 40,181
(16,638 ) (40,811
(307,891 ) (355,785
2,925,214 2,198,207
(332,302 ) (406,158
(206,562 ) (231,561
(3,590,308 ) (3,249,888
2,455,681 2,413,493
582,640 563,996
(624,522 ) (437,102
38,390 (188,039
(107,300 ) (124,263
— (173,126
(1,784,283 ) (1,832,648
299,621 422,506
144,595 200,714
(259,998 ) (1,099,997
(94,939 ) (99,930
(178,195 ) (280,389
154,907 252,124
(14,584 ) (549
3,663 1,071
(1,699,816 ) —
(24,399 ) —
(1,669,145 ) (604,450
(9,804 ) 16,122
(538,018 ) (222,769
4,531,036 4,119,138
$3,993,018 $3,896,369
$1,315,397 $1,094,181
742,901 689,075
20,115 51,799
7,220 (524
423,428 414,667

— N N '
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Provision for doubtful accounts

Deferred income taxes, net

Excess tax benefits from stock-based compensation
Other, net

Changes in assets and liabilities, net of acquisitions:
Accounts and notes receivable

Inventories

Other assets

Accounts payable

Accrued expenses

Income taxes payable

Deferred revenue

Other liabilities

Net cash provided by operating activities

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

EMC CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(in thousands)
(unaudited)
For the six months ended June 30, 2012:

Common Stock Additional

Par Paid-in

Shares Value Capital

Balance, January 1,

2012 2,048,890 $20,489 $3,405,513
Stock issued through
stock option and stock 22,405 224 299,397

purchase plans

Tax benefit from stock

options exercised

Restricted stock grants,

cancellations and 4,979 50 (66,891

withholdings, net

Repurchase of common

stock

EMC purchase of

VMware stock

Stock options issued in

business acquisitions

Stock-based

compensation

Impact from equity

transactions of — — (172,315

VMware, Inc.

Change in market value

of investments

Change in market value

of derivatives

Translation adjustment — — —
32,345 323 (1,025

— — 183,572

(9,899 ) (99 ) (259,899
— — (82,440
— — 1,369

— — 424,650

Retained
Earnings

$16,120,621

24,288 3,733
(116,581 ) (24,852 )
(154,907 ) (252,124 )
(37,624 ) (38,308 )
(23,845 ) (21,617 )
(172,363 ) (258,959 )
27,954 (114,971 )
(69,650 ) (79,995 )
(157,805 ) 13,718
213,856 (36,563 )
880,033 741,234
2,797 17,713
$2,925,214 $2,198,207
Accumulated Non-controllin
Other ) %hareholders’
ComprehensivI prerest in Equity
SMware
Loss
$(235,009 ) $ 968,089 $20,279,703
— — 299,621
— — 183,572
— — (66,841 )
— — (259,998 )
— (12,499 ) (94,939 )
— — 1,369
— — 424,650
— 66,895 (105,420 )
43,289 365 43,654
(3,689 ) 56 (3,633 )
(7,697 ) — (7,697 )
— — (702 )
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Convertible debt
conversions and warrant
settlement
Reclassification of
convertible debt
(to)/from mezzanine
(Note 4)

Net income — — — 1,236,356 — 79,041

— — 30,636 — — —

30,636

1,315,397

Balance, June 30, 2012 2,098,720 $20,987 $3,762,567 $17,356,977 $(203,106 ) $ 1,101,947 $22,039,372

For the six months ended June 30, 2011:

Common Stock Additional Accumulated Non-controllin,
e Retained Other . Shareholders’
Shares Par Value Paid-in Earnings Comprehensi interest in Equit
4 Capital e P Y Mware quity
Loss

Egﬁnce’ January 1,5 060,246 $20,692 $4.283.830 $13,659284 $(92.617 ) $ 762736  $18,633,925
Stock issued through
stock option and stock 32,446 325 422,181 — — — 422,506
purchase plans
Ta)? benefit fr‘om stock o 288.841 . L . 288.841
options exercised
Restricted stock grants,
cancellations and 4,826 48 (70,798 ) — — — (70,750 )
withholdings, net
ig&‘feha“ of common ;575 ) @16 ) (1,099,581 ) — — — (1,099,997 )
EMC purchase of
VMware stock — — (89,727 ) — — (10,203 ) (99,930 )
Sto?k option 1'ss.u.ed in o 3.024 . L o 3.024
business acquisitions
Stock-based — — 26,111 — — — 426,111
compensation
Impact from equity
transactions of — — (222,787 ) — — 70,229 (152,558 )
VMware, Inc.
Change in market value
of investments — — — — (9,782 ) (3,467 ) (13,249 )
Change in market value
of derivatives o o o o (16,955 ) — (16,955 )
Translation adjustment — — — — 25,757 — 25,757
Reclassification of
convertible debt . o o 59.322 . L o 59.322
(to)/from mezzanine
(Note 4)
Net income — — — 1,023,642 — 70,539 1,094,181
Balance, June 30, 2011 2,064,946 $20,649 $4,000,616 $14,682,926 $(93,597 ) $ 889,834  $19,500,428

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

5
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EMC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation

Company

EMC Corporation (“EMC”) and its subsidiaries develop, deliver and support the Information Technology (“IT”) industry’s
broadest range of information infrastructure and virtual infrastructure technologies, solutions and services.

EMC’s Information Infrastructure business provides a foundation for organizations to store, manage, protect, analyze
and secure their vast and ever-increasing quantities of information, improve business agility, lower cost of ownership
and enhance their competitive advantage within traditional data centers, virtual data centers and cloud-based IT
infrastructures. EMC’s Information Infrastructure business comprises three segments — Information Storage, RSA
Information Security and Information Intelligence Group.

EMC’s VMware Virtual Infrastructure business, which is represented by EMC’s majority equity stake in VMware, Inc.
(“VMware”), is the leader in virtualization and virtualization-based cloud infrastructure solutions utilized by businesses
to help them transform the way they build, deliver and consume IT resources in a manner that is evolutionary and
based on their specific needs. VMware’s virtualization infrastructure software solutions run on industry-standard
desktop computers and servers and support a wide range of operating system and application environments, as well as
networking and storage infrastructures.

General

The accompanying interim consolidated financial statements are unaudited and have been prepared in accordance with
accounting principles generally accepted in the United States of America (“GAAP”) for interim financial information.
These consolidated financial statements include the accounts of EMC, its wholly owned subsidiaries and VMware, a
company majority-owned by EMC. All intercompany transactions have been eliminated.

Certain information and footnote disclosures normally included in our annual consolidated financial statements have
been condensed or omitted. Accordingly, these interim consolidated financial statements should be read in
conjunction with the audited consolidated financial statements for the year ended December 31, 2011 which are
contained in our Annual Report on Form 10-K filed with the Securities and Exchange Commission on February 24,
2012.

The results of operations for the interim periods are not necessarily indicative of the results of operations to be
expected for any future period or the entire fiscal year. The interim consolidated financial statements, in the opinion of
management, reflect all adjustments necessary to fairly state the results as of and for the three- and six-month periods
ended June 30, 2012 and 2011.

Net Income Per Share

Basic net income per weighted average share has been computed using the weighted average number of shares of
common stock outstanding during the period. Diluted net income per weighted average share is computed using the
weighted average number of common and dilutive common equivalent shares outstanding during the period. Common
equivalent shares consist of stock options, restricted stock and restricted stock units, our $1.725 billion 1.75%
convertible senior notes due 2013 and associated warrants. Additionally, for purposes of calculating diluted net
income per weighted average share, net income is adjusted for the difference between VMware’s reported diluted and
basic net income per weighted average share, if any, multiplied by the number of shares of VMware held by EMC.
Adjustments for Immaterial Prior Period Accounting Error

During the three months ended June 30, 2012, we determined that since VMware’s initial public offering in 2007, we
have incorrectly recorded deferred tax liabilities on the gains and losses associated with changes in the non-controlling
interest. These deferred tax liabilities were recorded as a reduction to additional paid-in capital and therefore had no
impact on our previously reported consolidated income statements. The error resulted in an overstatement of our
deferred tax liability and understatement of our additional paid-in capital of $352.6 million in our December 31, 2011
consolidated balance sheet and an understatement of additional paid-in capital of $407.2 million in our statement of
shareholders’ equity for the six months ended June 30, 2011. These corrections are reflected in the consolidated

11
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balance sheets as of December 31, 2011 and in the statements of shareholders’ equity for the six months ended June
30, 2012 and 2011 and are not material to the consolidated balance sheets or statements of shareholders’ equity for the
years ended December 31, 2011, 2010, 2009, 2008 or 2007 or any related interim periods. In addition, the error
resulted in an overstatement of our deferred tax liability and an understatement of our additional paid-in capital of
$467.1 million in our December 31, 2010 consolidated balance sheet and statement of shareholders’ equity and an
understatement of additional paid-in capital of $499.6 million in our statement of shareholders’ equity at December 31,
2009. These adjusted prior-period balances will be reflected in our future filings.

Recent Accounting Pronouncements

In May 2011, the Financial Accounting Standards Board (“FASB”) issued new guidance to achieve common fair value
measurement and disclosure requirements between GAAP and International Financial Reporting Standards. This new
guidance amends current fair value measurement and disclosure guidance to include increased disclosures regarding
valuation inputs and investment categorization. The adoption of this new accounting guidance in 2012 did not have a
material impact on our consolidated financial position, results of operations or cash flows.

2. Non-controlling Interest in VMware, Inc.

The non-controlling interests’ share of equity in VMware is reflected as Non-controlling interest in VMware, Inc. in
the accompanying consolidated balance sheets and was $1,101.9 million and $968.1 million as of June 30, 2012 and
December 31, 2011, respectively. At June 30, 2012, EMC held approximately 97% of the combined voting power of
VMware’s outstanding common stock and approximately 79% of the economic interest in VMware.

The effect of changes in our ownership interest in VMware on our equity was as follows (table in thousands):

For the Six Months Ended
June 30, June 30,
2012 2011
Net income attributable to EMC Corporation $1,236,356 $1,023,642
Transfers (to) from the non-controlling interest in VMware, Inc.:
Increase in EMC Corporation’s additional paid-in-capital for VMware’s equity issuances/ 7,477 112,736
{a)ceticiieta}t]se in EMC Corporation’s additional paid-in-capital for VMware’s other equity (249792 ) (335.523 )
Net transfers (to) from non-controlling interest (172,315 ) (222,787 )

Change from neF income attributable to EMC Corporation and transfers from the $1.064.041 $800.855
non-controlling interest in VMware, Inc.

3. Business Combinations, Intangibles and Goodwill

During the six months ended June 30, 2012, we acquired five companies. We acquired all of the outstanding capital
stock of Likewise Software, a provider of technology for managing cross-platform access to data files and software for
managing unstructured data; Pivotal Labs, a provider of services and technology to build Big Data applications;
XtremlO, a provider of Flash enterprise storage systems; and Watch4Net, a provider of enterprise and carrier-class
performance management software. These acquisitions complement and expand our Information Storage segment. We
also acquired all of the outstanding capital stock of Syncplicity, a provider of cloud-based synch and share file
management which complements and expands our Information Intelligence Group segment. In connection with our
acquisitions, we had adjustments to the fair value of previously held interests in XtremIO of $31.6 million which were
recognized in other income. Additionally, during the six months ended June 30, 2012, VMware acquired three
companies. The aggregate consideration for these eight acquisitions was $629.0 million which consisted of $624.5
million of cash consideration, net of cash acquired and $4.5 million for the fair value of our stock options granted in
exchange for the acquirees’ stock options.

The consideration paid was allocated to the fair value of the assets acquired and liabilities assumed based on estimated
fair values as of the respective acquisition dates. The aggregate allocation to goodwill, intangibles and net liabilities
was approximately $508.2 million, $133.0 million and $12.2 million, respectively. The intangible assets are being
amortized based upon the pattern in which the economic benefits of the intangible assets are being utilized. The results

12
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of these acquisitions have been included in the consolidated financial statements from the date of purchase. Pro forma
results of operations have not been presented as the results of the acquired companies were not material, individually
or in the aggregate, to our consolidated results of operations for the three or six months ended June 30, 2012 or 2011.
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EMC CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Intangible Assets

Intangible assets, excluding goodwill, as of June 30, 2012 and December 31, 2011 consist of (tables in thousands):

Purchased technology

Patents

Software licenses

Trademarks and tradenames

Customer relationships and customer lists
In-process research and development
Leasehold interest

Other

Total intangible assets, excluding goodwill

Purchased technology

Patents

Software licenses

Trademarks and tradenames

Customer relationships and customer lists
In-process research and development
Leasehold interest

Other

Total intangible assets, excluding goodwill

Goodwill

June 30, 2012
Gross Carrying
Amount
$1,789,523
225,146
93,145
174,791
1,352,865
19,000
146,757
25,822
$3,827,049

December 31, 2011

Gross Carrying
Amount
$1,620,977
225,146
90,093
172,851
1,329,775
43,900
146,757
30,149
$3,659,648

Accumulated
Amortization
$(1,104,879
(79,516
(86,279
(102,920
(665,439

(4,688
(25,196
$(2,068,917

Accumulated
Amortization
$(1,020,356
(72,078
(83,999
(93,636
(597,117

(2,524
(23,823
$(1,893,533

~— N O N

~—

~— N N N

~—

Net Book Value

$684,644
145,630
6,866
71,871
687,426
19,000
142,069
626
$1,758,132

Net Book Value

$600,621
153,068
6,094
79,215
732,658
43,900
144,233
6,326
$1,766,115

Changes in the carrying amount of goodwill, net, on a consolidated basis and by segment, for the six months ended
June 30, 2012 and the year ended December 31, 2011 consist of (tables in thousands):
Six Months Ended June 30, 2012

Information
Storage

$7,033,965
422,941
Finalization of purchase price allocations(406
$7,456,500

Balance, beginning of the period
Goodwill resulting from acquisitions

Balance, end of the period

Year Ended December 31, 2011

Information
Storage

$7,029,341

Balance, beginning of the year
Goodwill resulting from acquisitions = —
(73

Information ~ RSA VMware

Intelligence  Information  Virtual Total

Group Security Infrastructure

$1,469,216  $1,849,116  $1,802,673 $12,154,970

14,462 — 70,798 508,201
(5,128 ) (2,810 ) (8,344

$1,483,678 $1,843,988  $1,870,661 $12,654,827

Information ~ RSA VMware

Intelligence  Information  Virtual Total

Group Security Infrastructure

$1,467,903  $1,663,213  $1,612,193  $11,772,650
187,445 188,395 375,840

(852 ) (95 ) — (1,020
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Tax deduction from exercise of stock

options
Finalization of purchase price allocations4,697 2,165 (1,447 ) 2,085 7,500
Balance, end of the year $7,033,965 $1,469,216 $1,849,116 $1,802,673 $12,154,970

4. Convertible Debt

In November 2006, we issued our $1,725 million 1.75% convertible senior notes due 2011 (the “2011 Notes”) and our
$1,725 million 1.75% convertible senior notes due 2013 (the “2013 Notes”) for total gross proceeds of $3.45 billion.
The 2011 Notes and 2013 Notes are senior unsecured obligations and rank equally with all other existing and future
senior unsecured debt.

The 2011 Notes matured and a majority of the noteholders exercised their right to convert the outstanding 2011 Notes
at the end of 2011. Pursuant to the settlement terms, the majority of the converted 2011 Notes were not settled until
January 9, 2012. At that time, we paid the noteholders $1,699.8 million in cash for the outstanding principal and 29.5
million shares for the $661.4 million in excess of the conversion value over the principal amount, as prescribed by the
terms of the 2011 Notes.

The holders of the 2013 Notes may convert their 2013 Notes at their option on any day prior to the close of business
on the scheduled trading day immediately preceding September 1, 2013 only under the following circumstances:

(1) during the five business-day period after any five consecutive trading-day period (the “measurement period”) in
which the price per 2013 Note for each day of that measurement period was less than 98% of the product of the last
reported sale price of our common stock and the conversion rate on each such day; (2) during any calendar quarter, if
the last reported sale price of our common stock for 20 or more trading days in a period of 30 consecutive trading days
ending on the last trading day of the immediately preceding calendar quarter exceeds 130% of the applicable
conversion price in effect on the last trading day of the immediately preceding calendar quarter; or (3) upon the
occurrence of certain events specified in the 2013 Notes. Additionally, the 2013 Notes will become convertible during
the last six months prior to their maturity.

Upon conversion, we will pay cash up to the principal amount of the debt converted. With respect to any conversion
value in excess of the principal amount of the 2013 Notes converted, we have the option to settle the excess with cash,
shares of our common stock, or a combination of cash and shares of our common stock based on a daily conversion
value, determined in accordance with the indenture, calculated on a proportionate basis for each day of the relevant
20-day observation period. The initial conversion rate for the 2013 Notes will be 62.1978 shares of our common stock
per one thousand dollars of principal amount of 2013 Notes, which represents a 27.5% conversion premium from the
date the 2013 Notes were issued and is equivalent to a conversion price of approximately $16.08 per share of our
common stock. The conversion price is subject to adjustment in some events as set forth in the indenture. In addition,
if a “fundamental change” (as defined in the indenture) occurs prior to the maturity date, we will in some cases increase
the conversion rate for a holder of 2013 Notes that elects to convert its 2013 Notes in connection with such
fundamental change.

At June 30, 2012, the contingent conversion thresholds on the 2013 Notes were exceeded. As a result, the 2013 Notes
became convertible at the option of the holder through September 30, 2012. Accordingly, since the terms of the 2013
Notes require the principal to be settled in cash, we reclassified from shareholders’ equity the portion of the 2013
Notes attributable to the conversion feature which had not yet been accreted to its face value, and the 2013 Notes were
classified as a current liability. Contingencies continue to exist regarding the holders’ ability to convert the 2013 Notes
in future quarters. The determination of whether the 2013 Notes are convertible will be performed on a quarterly basis.
Consequently, the 2013 Notes might not be convertible in future quarters and therefore the 2013 Notes may be
reclassified as long-term debt if the contingent conversion thresholds are not met. Approximately $14.7 million of the
2013 Notes have been converted as of June 30, 2012.
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The carrying amount of the 2013 Notes reported in the consolidated balance sheets as of June 30, 2012 was $1,621.6
million and the fair value was $2,702.2 million. The carrying amount of the equity component of the 2013 Notes was
$190.5 million at June 30, 2012. As of June 30, 2012, the unamortized discount on the 2013 Notes consists of $88.7
million, which will be fully amortized by December 1, 2013.

The 2013 Notes pay interest in cash at a rate of 1.75% semi-annually in arrears on December 1 and June 1 of each
year. The effective interest rate on the 2011 Notes and 2013 Notes was 5.6% for both the three months ended June 30,
2012 and 2011.

The following tables represent the key components of our interest expense on convertible debt (table in thousands):
For the Three Months Ended

June 30, June 30,
2012 2011
Contractual interest expense on the coupon $7,422 $15,094
Amortization of the discount component recognized as interest expense 14,954 29,959
Total interest expense on the convertible debt $22.,376 $45,053
For the Six Months Ended
June 30, June 30,
2012 2011
Contractual interest expense on the coupon $14,945 $30,188
Amortization of the discount component recognized as interest expense 29,654 59,322
Total interest expense on the convertible debt $44,599 $89,510

In connection with the issuance of the 2011 Notes and 2013 Notes, we entered into separate convertible note hedge
transactions with respect to our common stock (the “Purchased Options”). The Purchased Options allow us to receive
shares of our common stock and/or cash related to the excess conversion value that we would pay to the holders of the
2011 Notes and 2013 Notes upon conversion. The Purchased Options will cover, subject to customary anti-dilution
adjustments, approximately 215 million shares of our common stock. We paid an aggregate amount of $669.1 million
of the proceeds from the sale of the 2011 Notes and 2013 Notes for the Purchased Options that was recorded as
additional paid-in-capital in shareholders’ equity. In the fourth quarter of 2011, we exercised 107.5 million of the
Purchased Options in conjunction with the planned settlements of the 2011 Notes, and we received 29.5 million shares
of net settlement on January 9, 2012, representing the excess conversion value of the options. The remaining 107.5
million of the Purchased Options expire on December 1, 2013.

We also entered into separate transactions in which we sold warrants to acquire, subject to customary anti-dilution
adjustments, approximately 215 million shares of our common stock at an exercise price of approximately $19.55 per
share of our common stock. We received aggregate proceeds of $391.1 million from the sale of the associated
warrants. Upon exercise, the value of the warrants is required to be settled in shares. Half of the associated warrants
were exercised between February 15, 2012 and March 14, 2012 and the remaining half of the associated warrants have
expiration dates between February 18, 2014 and March 18, 2014. During the first quarter of 2012, the exercised
warrants were settled with 32.3 million shares of our common stock.

The Purchased Options and associated warrants will generally have the effect of increasing the conversion price of the
2013 Notes to approximately $19.55 per share of our common stock, representing an approximate 55% conversion
premium based on the closing price of $12.61 per share of our common stock on November 13, 2006, which was the
issuance date of the 2013 Notes.

In 2010, EMC entered into interest rate swap contracts with an aggregate notional amount of approximately $900
million. These swaps were designated as cash flow hedges of the semi-annual interest payments of the forecasted
issuance of debt in 2011 when our 2011 Notes were scheduled to become due. As such, the unrealized loss on these
hedges was recognized in other comprehensive loss. In November 2011, we settled these swaps and replaced them
with new interest rate swap contracts for the forecasted issuance of debt in 2012. In April 2012, we settled these swaps
and replaced them with new interest rate swap contracts for the forecasted issuance of debt in 2012. Each of these new
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swaps was deemed as an effective hedge as the notional amounts and other terms matched the underlying hedged
item. Realized losses on the replaced interest rate swap contracts at the time of settlements of $141.0 million and
$23.0 million in November 2011 and April 2012, respectively, were deferred as they were expected to be realized over
the life of the new debt issued under the related interest rate swap contracts and recognized as a component of interest
expense in the consolidated income statements.

In June 2012, management changed its forecast date for the issuance of debt from 2012 to the first quarter of 2014.
Consequently, hedge accounting effectively ceased as the terms of the swaps no longer matched the terms of the
underlying hedged item resulting in changes in the fair value of the swaps being recorded in the consolidated income
statement. The swaps were subsequently re-designated as cash flow hedges and achieved hedge accounting. The
change in the forecasted timeframe for the issuance of debt resulted in certain previously-anticipated hedge interest
payments no longer being expected to occur within the window covered by the hedge designation. As a result, $39.5
million of accumulated realized losses in other comprehensive income related to these previously-anticipated interest
payments was reclassified from other comprehensive income and recognized in the consolidated income statements
for the three and six months ended June 30, 2012.

7
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5. Fair Value of Financial Assets and Liabilities
Our fixed income and equity investments are classified as available for sale and recorded at their fair market values.
We determine fair value using the following hierarchy:

L evel 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 — Inputs other than Level 1 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.

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.

Most of our fixed income securities are classified as Level 2, with the exception of some of our U.S. government and
agency obligations and our investments in publicly traded equity securities, which are classified as Level 1, and all of
our auction rate securities, which are classified as Level 3. In addition, our strategic investments held at cost are
classified as Level 3. At June 30, 2012, the vast majority of our Level 2 securities were priced by pricing vendors.
These pricing vendors utilize the most recent observable market information in pricing these securities or, if specific
prices are not available for these securities, use other observable inputs like market transactions involving identical or
comparable securities. In the event observable inputs are not available, we assess other factors to determine the
security’s market value, including broker quotes or model valuations. Each month, we perform independent price
verifications of all of our fixed income holdings. In the event a price fails a pre-established tolerance check, it is
researched so that we can assess the cause of the variance to determine what we believe is the appropriate fair market
value.

In general, investments with remaining effective maturities of 12 months or less from the balance sheet date are
classified as short-term investments. Investments with remaining effective maturities of more than 12 months from the
balance sheet date are classified as long-term investments. Our publicly traded equity securities are classified as
long-term investments and our strategic investments held at cost are classified as other assets. As a result of the lack of
liquidity for auction rate securities, we have classified these as long-term investments as of June 30, 2012 and
December 31, 2011. At June 30, 2012 and December 31, 2011, all of our short- and long-term investments, excluding
auction rate securities, were recognized at fair value, which was determined based upon observable inputs from our
pricing vendors for identical or similar assets. At June 30, 2012 and December 31, 2011, auction rate securities were
valued using a discounted cash flow model.

The following tables summarize the composition of our short- and long-term investments at June 30, 2012 and
December 31, 2011 (tables in thousands):
June 30, 2012

Amortized Unrealized Unrealized Aggregate

Cost Gains (Losses) Fair Value
U.S. government and agency obligations $2,301,054 $9.614 $(1,231 ) $2,309,437
U.S. corporate debt securities 1,498,162 9,087 (642 ) 1,506,607
High yield corporate debt securities 442,573 22,658 (2,844 ) 462,387
Asset-backed securities 39,898 85 (11 ) 39,972
Municipal obligations 1,217,070 2,860 (852 ) 1,219,078
Auction rate securities 80,706 — (6,810 ) 73,896
Foreign debt securities 1,192,128 6,351 (551 ) 1,197,928
Total fixed income securities 6,771,591 50,655 (12,941 ) 6,809,305
Publicly traded equity securities 46,433 57,955 (633 ) 103,755
Total $6,818,024 $108,610 $(13,574 ) $6,913,060
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We held approximately $1.2 billion in foreign debt securities at June 30, 2012. These securities have an average credit
rating of AA-, and approximately 6% of these securities are deemed sovereign debt with an average credit rating of
AA. None of the securities deemed sovereign debt are from Greece, Italy, Ireland, Portugal or Spain. Additionally, we
have an immaterial amount of exposure to French agencies and financial institutions.

8
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December 31, 2011

Amortized Unrealized Unrealized Aggregate

Cost Gains (Losses) Fair Value
U.S. government and agency obligations $2,474,029 $12,420 $(1,488 ) $2,484,961
U.S. corporate debt securities 1,400,373 9,953 (2,573 ) 1,407,753
High yield corporate debt securities 442723 12,498 (7,742 ) 447,479
Asset-backed securities 29,101 72 (25 ) 29,148
Municipal obligations 814,657 2,021 (597 ) 816,081
Auction rate securities 82,900 — (8,304 ) 74,596
Foreign debt securities 984,696 5,185 (2,807 ) 987,074
Total fixed income securities 6,228,479 42,149 (23,536 ) 6,247,092
Publicly traded equity securities 58,199 6,802 — 65,001
Total $6,286,678 $48,951 $(23,536 ) $6,312,093

The following table represents our fair value hierarchy for our financial assets and liabilities measured at fair value as
of June 30, 2012 (in thousands):

Level 1 Level 2 Level 3 Total
Cash $1,662,937 $— $— $1,662,937
Cash equivalents 2,265,587 64,494 — 2,330,081
U.S. government and agency obligations 1,335,207 974,230 — 2,309,437
U.S. corporate debt securities — 1,506,607 — 1,506,607
High yield corporate debt securities — 462,387 — 462,387
Asset-backed securities — 39,972 — 39,972
Municipal obligations — 1,219,078 — 1,219,078
Auction rate securities — — 73,896 73,896
Foreign debt securities — 1,197,928 — 1,197,928
Publicly traded equity securities 103,755 — — 103,755
Total cash and investments $5,367,486 $5,464,696 $73,896 $10,906,078
Other items:
Strategic investments held at cost $— $— $204,963 $204,963
Convertible debt — (2,702,220 ) — (2,702,220 )
Foreign exchange derivative assets — 26,955 — 26,955
Foreign exchange derivative liabilities — (35,865 ) — (35,865 )
Commodity derivative liabilities — (3,371 ) — (3,371 )
Interest rate swap contracts — (30,207 ) — (30,207 )

Our auction rate securities are predominantly rated investment grade and are primarily collateralized by student loans.
The underlying loans of all but two of our auction rate securities, with a market value of $16.1 million, have partial
guarantees by the U.S. government as part of the Federal Family Education Loan Program (“FFELP”) through the U.S.
Department of Education. FFELP guarantees at least 95% of the loans which collateralize the auction rate securities.
We believe the quality of the collateral underlying most of our auction rate securities will enable us to recover our
principal balance.

To determine the estimated fair value of our investment in auction rate securities, we used a discounted cash flow
model using a five year time horizon. As of June 30, 2012, the coupon rates used ranged from 0% to 4% and the
discount rate was 1%, which rate represents the rate at which similar FFELP backed securities with a five year time
horizon outside of the auction rate securities market were trading at June 30, 2012. The assumptions used in preparing
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the discounted cash flow model include an incremental discount rate for the lack of liquidity in the market (“liquidity
discount margin”) for an estimated period of time. The discount rate we selected was based on AA-rated banks as the
majority of our portfolio is invested in student loans where EMC acts as a financier to these lenders. The liquidity
discount margin represents an estimate of the additional return an investor would require for the lack of liquidity of
these securities over an estimated five-year holding period. The rate used for

9
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the discount margin was 1% at June 30, 2012 compared to 2% at December 31, 2011 due to the narrowing of credit
spreads on AA-rated banks during 2012.
The following table provides a summary of changes in fair value of our Level 3 auction rate securities for the three
and six months ended June 30, 2012 (table in thousands):

Balance, beginning of the period
Calls at par value

Other-than-temporary impairment loss

(Increase) decrease in previously recognized unrealized losses included in other
comprehensive income
Balance, end of the period

Three Months Six Months
Ended June 30, Ended June 30,
2012 2012

$78,397 $74,596

— (225 )
(1,969 ) (1,969 )
(2,532 ) 1,494

$73,896 $73,896

Significant changes in the unobservable inputs discussed above could result in a significantly lower or higher fair
value measurement. Generally, an increase in the discount rate, liquidity discount margin or coupon rate results in a
decrease in our fair value measurement and a decrease in the discount rate, liquidity discount margin or coupon rate
results in an increase in our fair value measurement.
We perform a fair value calculation of our strategic investments held at cost on a quarterly basis using the most
currently available information. To determine the estimated fair value of private strategic investments held at cost we
use a combination of several valuation techniques including discounted cash flow models, acquisition comparables
and trading comparables. In addition, we evaluate the impact of pre- and post-money valuations of recent financing
events and the impact of those on our fully diluted ownership percentages, and we consider any available information
regarding the issuer’s historical and forecasted performance as well as market comparables and conditions. The fair
value of these investments is considered in our review for impairment if any events and changes in circumstances
occur that might have a significant adverse effect on their value.

Investment Losses

Unrealized losses on investments at June 30, 2012 by investment category and length of time the investment has been

in a continuous unrealized loss position are as follows (table in thousands):

U.S. government and agency

obligations

U.S. corporate debt securities

High yield corporate debt securities
Asset-backed securities

Municipal obligations

Auction rate securities

Foreign debt securities

Publicly traded equity securities

Total

Less Than 12 Months
Gross

12 Months or Greater

Fair . Fair
Value Unrealized Value
Losses
$821,950 $(1,170 ) $8,029

377,330 (642 ) —
63,023 (2,793 ) 2,225
9,393 (10 ) 5
418,354 (852 ) —

— — 73,896
259,385 (551 ) —
1,293 (633 ) —
$1,950,728 $(6,651 ) $84,155

Gross
Unrealized
Losses
$(61 )
(51 )
(1 )
(6,810 )
$(6,923 )

Total

Fair
Value

$829,979

377,330
65,248
9,398
418,354
73,896
259,385
1,293
$2,034,883

Gross
Unrealized
Losses

$(1,231

)
(642 )
2,844 )
(11 )
(852 )
(6,810 )
(551 )
(633 )
$(13,574 )
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For all of our securities for which the amortized cost basis was greater than the fair value at June 30, 2012, we have
concluded that currently we neither plan to sell the security nor is it more likely than not that we would be required to
sell the security before its anticipated recovery. In making the determination as to whether the unrealized loss is
other-than-temporary, we considered the length of time and extent the investment has been in an unrealized loss
position, the financial condition and near-term prospects of the issuers, the issuers’ credit rating, the underlying value
and performance of the collateral, third party guarantees and the time to maturity.

10
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Contractual Maturities
The contractual maturities of fixed income securities held at June 30, 2012 are as follows (table in thousands):
June 30, 2012

Amortized Aggregate

Cost Basis Fair Value
Due within one year $1,651,057 $1,654,507
Due after 1 year through 5 years 4,346,582 4,367,732
Due after 5 years through 10 years 429,524 446,114
Due after 10 years 344,428 340,952
Total $6,771,591 $6,809,305

Short-term investments on the consolidated balance sheet include a $5.7 million variable rate note which has a
contractual maturity in 2014, and is not classified within investments due within one year above.

6. Inventories
Inventories consist of (table in thousands):

June 30, December 31,

2012 2011
Work-in-process $509,865 $492.064
Finished goods 519,618 517,904

$1,029,483 $1,009,968

7. Accounts and Notes Receivable and Allowance for Credit Losses

Our accounts and notes receivable are recorded at cost. The portion of our notes receivable due in one year or less are

included in accounts and notes receivable and the long-term portion is included in other assets, net. Lease receivables

arise from sales-type leases of products. We typically sell, without recourse, the contractual right to the lease payment

stream and assets under lease to third parties. For certain customers, we retain the lease.

The contractual amounts due under the leases we retained as of June 30, 2012 were as follows (table in thousands):
Contractual Amounts

Year Due Under Leases
Due within one year $125,730

Due within two years 105,745

Due within three years 96,399

Thereafter 708

Total 328,582

Less amounts representing interest (6,009 )
Present value 322,573

Current portion (included in accounts and notes receivable) 123,667

Long-term portion (included in other assets, net) $198,906

Subsequent to June 30, 2012, we sold $35.0 million of these notes to third parties without recourse.

We maintain an allowance for credit losses on our accounts and notes receivable. The allowance is based on the credit
worthiness of our customers, including an assessment of the customer’s financial position, operating performance and
their ability to meet their contractual obligation. We assess the credit scores for our customers each quarter. In
addition, we consider our historical experience, the age of the receivable and current market and economic conditions.
Uncollectible amounts are charged against the allowance account.

In the event we determine that a lease may not be paid, we include in our allowance an amount for the outstanding
balance related to the lease receivable. As of June 30, 2012, amounts from lease receivables past due for more than 90
days were not significant.
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The following table presents the activity of our allowance for credit losses related to lease receivables for the six
months ended June 30, 2012 and 2011 (table in thousands):

June 30, June 30,

2012 2011
Balance, beginning of the period $24,247 $44.661
Recoveries (13,238 ) (21,023 )
Provisions 5,619 8,292
Balance, end of the period $16,628 $31,930

Gross lease receivables totaled $328.6 million and $272.3 million as of June 30, 2012 and 2011, respectively, before
the allowance. The components of these balances were individually evaluated for impairment.

8. Property, Plant and Equipment

Property, plant and equipment consist of (table in thousands):

June 30, December 31,
2012 2011
Furniture and fixtures $187,004 $180,800
Equipment and software 4,988,061 4,680,118
Buildings and improvements 1,794,671 1,748,214
Land 117,566 117,513
Building construction in progress 153,880 146,650
7,241,182 6,873,295
Accumulated depreciation (4,299,072 ) (4,040,146 )
$2,942,110 $2,833,149

Building construction in progress at June 30, 2012 includes $66.5 million for facilities not yet placed in service that
we are holding for future use.

9. Joint Ventures

VCE Company LLC

In 2009, Cisco and EMC formed VCE Company LLC (“VCE”). VMware and Intel are also investors in VCE. VCE,
through Vblock infrastructure platforms, delivers an integrated IT offering that combines network, computing,
storage, management, security and virtualization technologies for converged infrastructures and cloud based
computing models. As of June 30, 2012, we have contributed $548.0 million in funding and $12.4 million in
stock-based compensation to VCE since inception and own approximately 58% of VCE’s outstanding equity. In July
2012, we funded VCE an additional $111.0 million.

We consider VCE a variable interest entity. Authoritative guidance related to variable interest entities states that the
primary beneficiary of a variable interest entity must have both of the following characteristics: (a) the power to direct
the activities of a variable interest entity that most significantly will impact the entity’s economic performance; and
(b) the obligation to absorb losses that could be potentially significant to the variable interest entity or the right to
receive benefits from the entity that could potentially be significant to the variable interest entity. Since the power to
direct the activities of VCE which most significantly impact its economic performance are determined by its board of
directors, which is comprised of equal representation of EMC and Cisco, and all significant decisions require the
approval of the minority shareholders, we have determined we are not the primary beneficiary, and as such we account
for the investment under the equity method.

Our portion of VCE’s gains and losses is recognized in other income (expense), net, in the consolidated income
statements. Our consolidated share of VCE’s losses, based upon our portion of the overall funding, was approximately
63.2% for the three and six months ended June 30, 2012 and 2011. As of June 30, 2012, we have recorded net
accumulated losses from VCE of $368.3 million since inception, of which $59.5 million and $115.0 million were
recorded in the three and six months ended June 30, 2012, respectively, and $46.6 million and $88.4 million were
recorded in the three and six months ended June 30, 2011, respectively.

We recognized $72.4 million and $22.2 million in revenue from sales of product and services to VCE during the three
months ended June 30, 2012 and 2011, respectively, and $141.0 million and $44.5 million for the six months ended
June 30, 2012 and 2011, respectively. We perform certain administrative services, pursuant to an administrative
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services agreement, on behalf of VCE and we pay certain operating expenses on behalf of VCE. Accordingly, we have
a receivable from VCE related to the administrative services agreement of $25.6 million and $27.0 million as of

June 30, 2012 and December 31, 2011, respectively, which is included in other current assets in the consolidated
balance sheets.

10. Accrued Expenses
Accrued expenses consist of (table in thousands):

June 30, December 31,
2012 2011
Salaries and benefits $886,315 $961,587
Product warranties 262,059 254,554
Partner rebates 158,182 167,813
Restructuring, current (See Note 13) 68,561 61,541
Derivatives 76,337 50,963
Other 869,200 858,521
$2,320,654 $2,354,979

Product Warranties
Systems sales include a standard product warranty. At the time of the sale, we accrue for systems’ warranty costs. The
initial systems’ warranty accrual is based upon our historical experience, expected future costs and specific
identification of systems’ requirements. Upon sale or expiration of the initial warranty, we may sell additional
maintenance contracts to our customers. Revenue from these additional maintenance contracts is included in deferred
revenue and recognized ratably over the service period. The following represents the activity in our warranty accrual
for the three and six months ended June 30, 2012 and 2011 (table in thousands):

For the For the

Three Months Ended Six Months Ended

June 30, June 30, June 30, June 30,

2012 2011 2012 2011
Balance, beginning of the period $263,181 $243,634  $254,554  $236,131
Provision 39,802 42,415 88,055 88,240
Amounts charged to the accrual (40,924 ) (37,654 ) (80,550 ) (75,976 )
Balance, end of the period $262,059 $248,395 $262,059  $248,395

The provision includes amounts accrued for systems at the time of shipment, adjustments for changes in estimated
costs for warranties on systems shipped in the period and changes in estimated costs for warranties on systems
shipped in prior periods. It is not practicable to determine the amounts applicable to each of the components.

11. Income Taxes

Our effective income tax rates were 23.7% and 23.5% for the three and six months ended June 30, 2012, respectively.
Our effective income tax rates were 22.6% and 21.2% for the three and six months ended June 30, 2011, respectively.
Our effective income tax rate is based upon estimated income before tax for the year, composition of the income in
different countries, and adjustments, if any, in the applicable quarterly periods for potential tax consequences, benefits
and/or resolutions of tax audits or other tax contingencies. For the three and six months ended June 30, 2012 and
2011, the effective income tax rate varied from the statutory income tax rate principally as a result of the mix of
income attributable to foreign versus domestic jurisdictions. Our aggregate income tax rate in foreign jurisdictions is
lower than our income tax rate in the United States; substantially all of our income before provision for income taxes
from foreign operations has been earned by our Irish subsidiaries. We do not believe that any recent or currently
expected developments in non-U.S. tax jurisdictions are reasonably likely to have a material impact on our effective
income rate.

Our effective income tax rate increased in the three and six months ended June 30, 2012 from the three and six months

ended June 30, 2011 due primarily to the expiration of the U.S. federal research and development tax credit for 2012.
The U.S.
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federal research and development tax credit reduced our effective income tax rate by approximately 1.8% for the three
and six months ended June 30, 2011. There were also differences in composition of income before tax in different
countries, change in tax contingency reserves and discrete items, the net impact of which is immaterial.

During the three months ended June 30, 2012, we determined that since VMware’s initial public offering in 2007, we
have incorrectly recorded deferred tax liabilities on the gains and losses associated with changes in the non-controlling
interest. These deferred tax liabilities were recorded as a reduction to additional paid-in capital and therefore had no
impact on our previously reported consolidated income statements. The error resulted in an overstatement of our
deferred tax liability and an understatement of our additional paid-in capital of $352.6 million in our December 31,
2011 consolidated balance sheet and an understatement of additional paid-in capital of $407.2 million in our statement
of shareholders’ equity for the six months ended June 30, 2011. These corrections did not impact our income tax
provision in any current or prior period. See Note 1.

We are routinely under audit by the Internal Revenue Service (the “IRS”). We have concluded all U.S. federal income
tax matters for years through 2008. The IRS is expected to commence a federal income tax audit for the tax years of
2009 and 2010 in the third quarter of 2012. We also have income tax audits in process in numerous state, local and
international jurisdictions. Based on the timing and outcome of examinations of EMC, the result of the expiration of
statutes of limitations for specific jurisdictions and/or the timing and result of ruling requests from taxing authorities,
it is reasonably possible that the related unrecognized tax benefits could change from those recorded in our statement
of financial position. We anticipate that several of these audits may be finalized within the next 12 months. Based on
the status of these examinations, and the protocol of finalizing such audits, it is not possible to estimate the impact of
the amount of such changes, if any, to our previously recorded uncertain tax positions.

12. Stockholders’ Equity

The reconciliation from basic to diluted earnings per share for both the numerators and denominators is as follows
(table in thousands):

For the Three Months For the Six Months Ended
Ended
June 30, June 30, June 30, June 30,
2012 2011 2012 2011
Numerator:
Net income attributable to EMC Corporation $649,514 $546,494 $1,236,356 $1,023,642
Incremental dilution from VMware (2,596 ) (4,404 ) (5,540 ) (7,320 )
Net income — dilution attributable to EMC Corporation $646,918 $542,090 $1,230,816 $1,016,322
Denominator:
Weighted average shares, basic 2,096,378 2,000,748 2,082,103 2,063,427
Weighted common stock equivalents 42,025 57,936 43,921 58,840
Assumed conversion of the 2013 Notes and associated warrants 69,272 147,781 78,886 140,041
Weighted average shares, diluted 2,207,675 2,266,465 2,204,910 2,262,308

Due to the cash settlement feature of the principal amount of the 2013 Notes, we only include the impact of the
premium feature in our diluted earnings per share calculation when the 2013 Notes are convertible due to maturity or
when the average stock price exceeds the conversion price of the 2013 Notes.

Concurrent with the issuance of the 2011 Notes and 2013 Notes, we also entered into separate transactions in which
we sold warrants to acquire, subject to customary anti-dilution adjustments, approximately 215 million shares of our
common stock at an exercise price of approximately $19.55 per share of our common stock. Half of the associated
warrants were exercised during the six months ended June 30, 2012. We include the impact of the remaining
outstanding sold warrants in our diluted earnings per share calculation when the average stock price exceeds the
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exercise price.

Restricted stock awards, restricted stock units and options to acquire shares of our common stock in the amount of 3.1
million and 3.9 million for the three and six months ended June 30, 2012, respectively, and 12.6 million and 14.2
million for the three and six months ended June 30, 2011, respectively, were excluded from the calculation of diluted
earnings per share because they were antidilutive. The incremental dilution from VMware represents the impact of
VMware’s dilutive securities on EMC’s consolidated diluted net income per share and is calculated by multiplying the
difference between VMware’s basic and diluted earnings per share by the number of VMware shares owned by EMC.

12
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Repurchases of Common Stock

We utilize both authorized and unissued shares (including repurchased shares) for all issuances under our equity plans.
In 2008, our Board of Directors authorized the repurchase of 250.0 million shares of our common stock. For the six
months ended June 30, 2012, we spent $260.0 million to repurchase 9.9 million shares of our common stock. Of the
250.0 million shares authorized for repurchase, we have repurchased 205.7 million shares at a total cost of $4.0
billion, leaving a remaining balance of 44.3 million shares authorized for future repurchases. We plan to spend up to
$700.0 million in 2012 on common stock repurchases.

Accumulated Other Comprehensive Loss
Accumulated other comprehensive loss, which is presented net of tax, consists of the following (table in thousands):

June 30, December 31,
2012 2011
Foreign currency translation adjustments $(18,477 ) $(10,780 )
Unrealized losses on temporarily impaired investments, net of tax benefits of $(4,771)
and $(8.492) (8,803 ) (15,044 )
Unrealized gains on investments, net of taxes of $40,589 and $18,343 68,021 30,608
Unrealized losses on derivatives, net of tax benefits of $(62,978) and $(62,210) (104,079 ) (100,446 )
Recognition of actuarial net loss from pension and other postretirement plans, net of
tax benefits of $(81,798) and $(81,798) (139,108 ) (139,108 )
(202,446 ) (234,770 )
Less: accumulated other comprehensive income attributable to the non-controlling
. . (660 ) (239 )
interest in VMware, Inc.
$(203,106 ) $(235,009 )

13. Restructuring and Acquisition-Related Charges

For the three and six months ended June 30, 2012, we incurred restructuring and acquisition-related charges of $27.6
million and $53.5 million, respectively. For the three and six months ended June 30, 2011, we incurred restructuring
and acquisition-related charges of $21.2 million and $48.1 million, respectively. For the three and six months ended
June 30, 2012, we incurred $23.6 million and $47.8 million, respectively, of restructuring charges, primarily related to
our current year restructuring programs and $4.0 million and $5.7 million, respectively, of charges in connection with
acquisitions for financial advisory, legal and accounting services. For the three and six months ended June 30, 2011,
we incurred $17.9 million and $41.2 million, respectively, of restructuring charges, primarily related to our 2011
restructuring programs and $3.3 million and $6.9 million, respectively, of costs in connection with acquisitions for
financial advisory, legal and accounting services.

In the first and second quarters of 2012, we implemented separate restructuring programs to create further operational
efficiencies which will result in a workforce reduction of 298 and 279 positions, respectively. The actions will impact
positions around the globe covering our Information Storage, RSA Information Security and Information Intelligence
Group segments. All of these actions are expected to be completed within a year of the start of each program.

During 2011, we implemented separate restructuring programs to create further operational efficiencies which will
result in a workforce reduction of 787 positions, of which 205 positions were identified in the three months ended
June 30, 2011. The actions will impact positions around the globe covering our Information Storage, RSA Information
Security and Information Intelligence Group segments. All of these actions are expected to be completed by the end of
2012.
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For the three and six months ended June 30, 2012, we recognized $4.6 million and $8.3 million, respectively, of lease
termination costs for facilities vacated in the period in accordance with our plan as part of all of our restructuring
programs. For the three and six months ended June 30, 2011, we recognized $3.8 million and $22.4 million,
respectively, of lease termination costs for facilities vacated in the period in accordance with our plan as part of all of

our restructuring programs. These costs are expected to be utilized by the end of 2015.

The activity for the restructuring programs is presented below (tables in thousands):

Three Months Ended June 30, 2012
2012 Programs

Category

Workforce reductions
Consolidation of excess facilities
Total

Other Programs

Category

Workforce reductions

Consolidation of excess facilities and other
contractual obligations

Total

Six Months Ended June 30, 2012

2012 Programs

Category

Workforce reductions
Consolidation of excess facilities
Total

Other Programs

Category

Workforce reductions

Consolidation of excess facilities and other
contractual obligations

Total

Three Months Ended June 30, 2011

Category

Workforce reductions

Consolidation of excess facilities and other
contractual obligations

Total

Six Months Ended June 30, 2011
Category

Balance as of
March 31,
2012
$20,642

608

$21,250

Balance as of
March 31,
2012
$31,312

28,181
$59,493

Balance as of
December 31,
2011
$—

$—

Balance as of
December 31,
2011

$49,863

30,112
$79,975
Balance as of
March 31,

2011
$36,288

35,916
$72,204

Balance as of
December 31,

2012
Charges

$22,388
4,245
$26,633

Adjustments
to the
Provision
$(3,363 )

374
$(2,989 )

2012
Charges

$45,736
5,563
$51,299

Adjustments
to the
Provision
$(6,239 )

2,763
$(3,476 )

2011
Charges

$14,135
3,763
$17,898

2011
Charges

Utilization

$(9,122
(1,927
$(11,049

Utilization

$(7,798
(2,931
$(10,729

Utilization

$(11,828
(2,637
$(14,465

Utilization

$(23,473
(7,251
$(30,724

Utilization

$(13,861
(4,293
$(18,154

Utilization

~—

)

)

Balance as of
June 30, 2012

$33,908
2,926
$36,834

Balance as of
June 30, 2012

$20,151
25,624
$45,775

Balance as of
June 30, 2012

$33,908
2,926
$36,834

Balance as of
June 30, 2012

$20,151
25,624
$45,775

Balance as of
June 30, 2011

$36,562
35,386
$71,948

Balance as of
June 30, 2011
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2010
Workforce reductions $53,946 $18,775 $(36,159 ) $36,562
Consolidation Qf e{ccess facilities and other 27.818 22422 (14.854 ) 35.386
contractual obligations
Total $81,764 $41,197 $(51,013 ) $71,948

14. Commitments and Contingencies

Line of Credit

We have available for use a credit line of $50.0 million in the United States. As of June 30, 2012, we had no
borrowings outstanding on the line of credit. The credit line bears interest at the bank’s base rate and requires us, upon
utilization of the credit line, to meet certain financial covenants with respect to limitations on losses. In the event the
covenants are not met, the lender may require us to provide collateral to secure the outstanding balance. At June 30,
2012, we were in compliance with the covenants.

RSA Special Charge

In March 2011, RSA was the target of a sophisticated cyber attack which resulted in information related to RSA’s
SecurID products being compromised. In the first quarter of 2011, we incurred and accrued costs associated with
investigating the attack, hardening our systems and working with our customers to implement remediation

programs. In the second quarter of 2011, we recorded a $66.3 million charge in cost of sales related to the expansion
of the customer remediation programs. We expanded our customer remediation programs in June 2011 to respond to
heightened customer concerns resulting from press coverage relating to an unsuccessful cyber attack on one of our
defense sector customers, as well as broad media coverage of cyber attacks on other high profile organizations. As of
June 30, 2012, we have substantially completed the remediation efforts and concluded that no additional material
losses related to the remediation efforts are reasonably possible. Accordingly, we released the excess reserve against
cost of sales during the three months ended June 30, 2012.

Litigation

We are involved in a variety of claims, demands, suits, investigations and proceedings that arise from time to time
relating to matters incidental to the ordinary course of our business, including actions with respect to contracts,
intellectual property, product liability, employment, benefits and securities matters. As required by authoritative
guidance, we have estimated the amount of probable losses that may result from all currently pending matters, and
such amounts are reflected in our consolidated financial statements. These recorded amounts are not material to our
consolidated financial position or results of operations and no additional material losses related to these pending
matters are reasonably possible. While it is not possible to predict the outcome of these matters with certainty, we do
not expect the results of any of these actions to have a material adverse effect on our business, results of operations or
financial condition. Because litigation is inherently unpredictable, however, the actual amounts of loss may prove to
be larger or smaller than the amounts reflected in our consolidated financial statements, and we could incur judgments
or enter into settlements of claims that could adversely affect our operating results or cash flows in a particular period.
15. Segment Information

We manage our business in two broad categories: EMC Information Infrastructure and VMware Virtual Infrastructure.
EMC Information Infrastructure operates in three segments: Information Storage, Information Intelligence Group and
RSA Information Security, while VMware Virtual Infrastructure operates in a single segment. Our management
measures are designed to assess performance of these operating segments excluding certain items. As a result, the
corporate reconciling items are used to capture the items excluded from the segment operating performance measures,
including stock-based compensation expense, acquisition-related intangible asset amortization expense and transition
costs. Additionally, in certain instances, infrequently occurring gains or losses are also excluded from the measures
used by management in assessing segment performance. The VMware Virtual Infrastructure amounts represent the
revenues and expenses of VMware as reflected within EMC’s consolidated financial statements. Research and
development expenses, selling, general and administrative, and other income associated with the EMC Information
Infrastructure business are not allocated to the segments within the EMC Information Infrastructure business, as they
are managed centrally at the corporate level. For the three segments within the EMC Information Infrastructure
business, gross profit is the segment operating performance measure.
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Our segment information for the three and six months ended June 30, 2012 and 2011 is as follows (tables in
thousands, except percentages):

13
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Three Months
Ended:

June 30, 2012
Revenues:

Product revenues
Services revenues
Total consolidated
revenues

Cost of sales

Gross profit

Gross profit
percentage
Research and
development
Selling, general and
administrative
Restructuring and
acquisition-related
charges

Total costs and
expenses

Operating income
Other income
(expense), net
Income before
provision for income
taxes

Income tax provision
Net income

Net income
attributable to the
non-controlling
interest in VMware,
Inc.

Net income
attributable to EMC
Corporation
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EMC Information Infrastructure

Information
Storage

$2,512914
1,304,311

3,817,225

1,638,149
$2,179,076

57.1

Information RSA
Intelligence Information
Group Security
$45,497 $103,458
107,276 117,312
152,773 220,770
50,436 41,619
$102,337 $179,151
% 67.0 % 81.1

EMC
Information

Infrastructure

$2,661,869
1,528,899

4,190,768

1,730,204
2,460,564

58.7
371,899

1,128,312

1,500,211
960,353

%

(28911 )

931,442

275,033
656,409

$656,409

VMware

. Corp
Virtual Reconciling Consolidated
Infrastructurehems
within EMC
$516,868  $— $3,178,737
603,757 — 2,132,656
1,120,625 — 5,311,393
136,554 97,242 1,964,000
984,071 (97,242 ) 3,347,393
87.8 P — 63.0 %
198,729 85,313 655,941
433,649 154,689 1,716,650
— 27,603 27,603
632,378 267,605 2,400,194
351,693 (364,847 ) 947,199
4,538 (19,152 ) (43,525 )
356,231 (383,999 ) 903,674
48,810 (109,587 ) 214,256
307,421 (274,412 ) 689,418
(63,199 ) 23,295 (39,904 )
$244,222  $(251,117) $649,514
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Three Months
Ended:

June 30, 2011
Revenues:

Product revenues
Services revenues
Total consolidated
revenues

Cost of sales

Gross profit

Gross profit
percentage
Research and
development
Selling, general and
administrative
Restructuring and
acquisition-related
charges

Total costs and
expenses

Operating income
Other income
(expense), net
Income before
provision for income
taxes

Income tax provision
Net income

Net income
attributable to the
non-controlling
interest in VMware,
Inc.

Net income
attributable to EMC
Corporation
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EMC Information Infrastructure

Information
Storage

$2,432,702
1,135,792

3,568,494

1,575,551
$1,992,943

55.8

Information RSA
Intelligence Information
Group Security
$44,226 $102,273
115,646 93,861
159,872 196,134
59,220 128,234
$100,652  $67,900

% 63.0 % 34.6

EMC

Information

Infrastructure

$2,579,201
1,345,299

3,924,500

1,763,005
2,161,495

55.1
318,068

1,075,046

1,393,114
768,381
(8,953
759,428

210,303
549,125

$549,125

%

)

VMware
Virtual

Infrastructure

within EMC

$464,783
456,055

920,838

132,465
788,373

85.6 %o
140,338

354,839

495,177
293,196
2,745

295,941
31,509
264,432

(585,311 )

$209,121

Corp

Reconciling Consolidated
Items

$— $3,043,984
— 1,801,354
— 4,845,338
69,581 1,965,051
(69,581 ) 2,880,287
— 594 %
80,485 538,891
145,804 1,575,689
21,216 21,216
247,505 2,135,796
(317,086 ) 744,491
26,075 19,867

(291,011 ) 764,358

(69,081 ) 172,731
(221,930 ) 591,627

10,178 (45,133

$(211,752) $546,494
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Six Months Ended:
June 30, 2012
Revenues:

Product revenues
Services revenues
Total consolidated
revenues

Cost of sales

Gross profit

Gross profit
percentage
Research and
development
Selling, general and
administrative
Restructuring and
acquisition-related
charges

Total costs and
expenses

Operating income
Other income
(expense), net
Income before
provision for income
taxes

Income tax provision
Net income

Net income
attributable to the
non-controlling
interest in VMware,
Inc.

Net income
attributable to EMC
Corporation
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EMC Information Infrastructure

Information
Storage

$4,967,649
2,538,483

7,506,132

3,267,187
$4,238,945

56.5

Information RSA
Intelligence Information
Group Security
$81,559 $199,947
216,767 227,340
298,326 427,287
106,368 114,774
$191,958  $312,513
% 64.3 % 73.1

EMC
Information

Infrastructure

$5,249,155
2,982,590

8,231,745

3,488,329
4,743,416

57.6
710,115

2,222,324

2,932,439
1,810,977

%

(57,413 )

1,753,564

495,486
1,258,078

$1,258,078

VMware
Virtual

Infrastructure
within EMC

$998,439
1,175,587

2,174,026

264,739
1,909,287

87.8
377,394

838,242

1,215,636
693,651
11,839

705,490
111,779
593,711

(121,787 )

$471,924

% —

Corp
Reconciling Consolidated
Items
$— $6,247,594
— 4,158,177
— 10,405,771
192,093 3,945,161
(192,093 ) 6,460,610
62.1 %
156,249 1,243,758
306,281 3,366,847
53,496 53,496
516,026 4,664,101
(708,119 ) 1,796,509
(30,372 ) (75,946 )

(738,491 ) 1,720,563
(202,099 ) 405,166
(536,392 ) 1,315,397

42,746 (79,041

)

$(493,646) $1,236,356
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Six Months Ended:
June 30, 2011
Revenues:

Product revenues
Services revenues
Total consolidated
revenues

Cost of sales

Gross profit

Gross profit
percentage
Research and
development
Selling, general and
administrative

EMC Information Infrastructure

. Information RSA

Information . .

Intelligence Information
Storage .

Group Security
$4,816,713  $85,358 $189,453
2,191,258 225,689 180,935
7,007,971 311,047 370,388
3,149,802 116,925 208,153
$3,858,169  $194,122  $162,235
55.1 % 62.4 % 43.8

EMC
Information

Infrastructure

$5,091,524
2,597,882

7,689,406

3,474,880
4,214,526

54.8
616,201

2,080,310

%

VMware

. Corp
Virtual Reconcilifigpnsolidated
Infrastructure Ttems
within EMC
$883,719 $— $5,975,243
879,831 — 3,477,713
1,763,550 — 9,452,956
259,755 138,983 3,873,618
1,503,795 (138,988 5,579,338
85.3 P — 59.0 %
263,999 160,799 1,040,999
689,428 301,882 3,071,620
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