‘ .L’  10kWIZARD

FORM 8-K

DELL INC - dell
Filed: June 05, 2008 (period: June 05, 2008)

Report of unscheduled material events or corporate changes.




Table of Contents

8-K - FORM 8-K

Item 8.01 Other Events.

Item 9.01 Financial Statements and Exhibits.

SIGNATURES
EXHIBIT INDEX

EX-23.1 (CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM)

EX-99.1 (ITEMS FROM ANNUAL REPORT UPDATED TO REFLECT REVISED
OPERATING SEGMENT INFORMATION)




UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

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

Date of Report (Date of earliest event reported): June 5, 2008

Dell Inc.

(Exact name of registrant as specified in its charter)

Delaware 0-17017 74-2487834
(State or other jurisdiction of (Commission File Number) (IRS Employer
incorporation) Identification No.)

One Dell Way, Round Rock, Texas 78682
(Address of principal executive offices)  (zip code)

Registrant’s telephone number, including area code: (512) 338-4400

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

O  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
O

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13¢e-4(c))

Source: DELL INC, 8-K, June 05, 2008



Item 8.01 — Other Events.

Dell is filing this Current Report on Form 8-K to revise historical operating segment information contained in the financial statements
and elsewhere in its Annual Report on Form 10-K for the year ended February 1, 2008 (“Fiscal 2008 Form 10-K”), to correspond with
it’s current reportable operating segments. As previously disclosed, effective the first quarter of Fiscal 2009, Dell combined the
consumer business of Europe, Middle East, and Africa (“EMEA”), Asia Pacific-Japan (“APJ”), and Americas International (formerly
reported through Americas Business) with its U.S. consumer business and re-aligned its management and financial reporting structure.
As aresult, in its Quarterly Report on Form 10-Q for the period ended May 2, 2008, Dell’s reported operating segments consisted of
the following four segments: Americas Commercial, EMEA Commercial, APJ Commercial, and Global Consumer. Dell’s commercial
business includes sales to corporate, government, healthcare, education, small and medium business customers, and value-added
resellers and is managed through the Americas Commercial, EMEA Commercial, and APJ Commercial segments. The Americas
Commercial segment, which is based in Round Rock, Texas, encompasses the U.S., Canada, and Latin America. The EMEA
Commercial segment, based in Bracknell, England, covers Europe, the Middle East, and Africa. The APJ Commercial segment, based
in Singapore, encompasses the Asian countries of the Pacific Rim as well as Australia, New Zealand, and India. The Global Consumer
segment, which is based in Round Rock, Texas, includes global sales and product development for individual consumers and retailers
around the world.

Prior to the re-alignment, Dell managed its business in three geographic regions: the Americas, EMEA, and APJ. The Americas region
covered the U.S., Canada, and Latin America. Within the Americas, Dell’s business was further segmented into Business and U.S.
Consumer. The Americas Business segment included sales to corporate, government, healthcare, and education customers, while the
U.S. Consumer segment included sales primarily to individual consumers and selected retailers within the U.S. The EMEA region
encompassed all sales in Europe, the Middle East, and Africa; and the APJ region covered all sales to the Asian countries of the
Pacific Rim as well as Australia, New Zealand, and India.

Exhibit 99.1 hereto and incorporated by reference herein contains Items from the Fiscal 2008 Form 10-K, updated to reflect revised
operating segment information. Dell’s Quarterly Report on Form 10-Q for the period ended May 2, 2008, reflects Dell’s currently
reportable operating segments.

The updates to the Fiscal 2008 Form 10-K information relate solely to the presentation of operating segment-specific information as
described above and do not affect Dell’s previously reported consolidated financial condition, results of operations, or cash flows. All
other information in the Fiscal 2008 Form 10-K remains unchanged and has not been otherwise updated for events or developments
that occurred subsequent to the filing of the Fiscal 2008 Form 10-K with the Securities and Exchange Commission. For material
developments since the filing of the Fiscal 2008 Form 10-K, refer to Dell’s Quarterly Report on Form 10-Q for the period ended
May 2, 2008.

Item 9.01 — Financial Statements and Exhibits.

(d)Exhibits.
Exhibit 23.1 — Consent of Independent Registered Public Accounting Firm.

Exhibit 99.1 — Items from Annual Report on Form 10-K for the year ended February 1, 2008, updated to reflect revised operating
segment information: “Part [ — Item 1 — Business;” “Part Il — Item 7 — Management’s Discussion and Analysis
of Financial Condition and Results of Operations;” “Part Il — Item 8 — Financial Statements and Supplementary
Data.”
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SIGNATURES

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.

DELL INC.

Date: June 5, 2008 /s THOMAS W. SWEET
Thomas W. Sweet
Vice President, Corporate Finance and
Chief Accounting Officer
(On behalf of the registrant and as

principal accounting officer)
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EXHIBIT INDEX

Exhibit
No. Description of Exhibit

23.1 Consent of Independent Registered Public Accounting Firm.

99.1 Items from Annual Report on Form 10-K for the year ended February 1, 2008, updated to reflect revised operating segment
information: “Part I — Item 1 — Business;” “Part II — Item 7 — Management’s Discussion and Analysis of Financial
Condition and Results of Operations;” “Part Il — Item 8 — Financial Statements and Supplementary Data.”
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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. 33-24621, 33-54577,
33-63273, 33-54583, 333-58039, 333-69726, 333-100342, 333-111214, 333-111215, and 333-147882) of Dell Inc. (formerly Dell
Computer Corporation) of our report dated March 31, 2008, except as to Note 11 as to which date is June 3, 2008, relating to the
financial statements, financial statement schedule, and the effectiveness of internal control over financial reporting of Dell Inc., which
appears in the Current Report on Form 8-K of Dell Inc. dated June 5, 2008.

/s/ PricewaterhouseCoopers LLP

Austin, Texas
June 3, 2008
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EXHIBIT 99.1

Items from Annual Report on Form 10-K for the Year Ended February 1, 2008, Updated to Reflect Revised Operating
Segment Information: “Part I — Item 1 — Business;” “Part II — Item 7 — Management’s Discussion and Analysis of
Financial Condition and Results of Operations;” “Part II — Item 8 — Financial Statements and Supplementary Data.”

PART1

This report contains forward-looking statements that are based on Dell’s current expectations. Actual results in future periods may
differ materially from those expressed or implied by those forward-looking statements because of a number of risks and
uncertainties. For a discussion of risk factors affecting our business and prospects, see “Part I — Item 14 — Risk Factors.”

All percentage amounts and ratios were calculated using the underlying data in thousands. Unless otherwise noted, all references
to industry share and total industry growth data are for personal computers (including desktops, notebooks, and x86 servers), and
are based on information provided by IDC Worldwide Quarterly PC Tracker, March 3, 2008. Share data is for the full calendar
year and all our growth rates are on a fiscal year-over-year basis. Unless otherwise noted, all references to time periods refer to our
fiscal periods.

ITEM 1 — BUSINESS
General

Dell listens to customers and delivers innovative technology and services they trust and value. As a leading technology company, we
offer a broad range of product categories, including desktop PCs, servers and networking products, storage, mobility products,
software and peripherals, and services. According to IDC, we are the number one supplier of personal computer systems in the United
States, and the number two supplier worldwide.

Our company is a Delaware corporation and was founded in 1984 by Michael Dell on a simple concept: by selling computer systems
directly to customers, we can best understand their needs and efficiently provide the most effective computing solutions to meet those
needs. Our corporate headquarters are located in Round Rock, Texas, and we conduct operations worldwide through subsidiaries.
When we refer to our company and its business in this report, we are referring to the business and activities of our consolidated
subsidiaries. We operate principally in one industry, and we manage our business in four operating segments: Americas Commercial;
Europe, Middle East and Africa (“EMEA”) Commercial; Asia Pacific-Japan (“APJ”’) Commercial; and Global Consumer. See “Part |
— Item 1 — Business — Operating Business Segments.”

We are committed to managing and operating our business in a responsible and sustainable manner around the globe. This includes
our commitment to environmental responsibility in all areas of our business. In June 2007, we announced an ambitious long-term goal
to be the “greenest technology company on the planet” and have a number of efforts that take the environment into account at every
stage of the product lifecycle. See “Part I — Item 1— Business — Sustainability.” This also includes our focus on maintaining a
strong control environment, high ethical standards, and financial reporting integrity. See “Part II — Item 9A — Controls and
Procedures.”

Business Strategy

Our core business strategy is built around our direct customer model, relevant technologies and solutions, and highly efficient
manufacturing and logistics; and we are expanding that core strategy by adding new distribution channels to reach even more
commercial customers and individual consumers around the world. Using this strategy, we strive to provide the best possible customer
experience by offering superior value; high-quality, relevant technology; customized systems and services; superior service and
support; and differentiated products and services that are easy to buy and use. Historically, our growth has been driven organically
from our core businesses. Recently, we have begun to pursue a targeted acquisition strategy designed to augment select areas of our
business with more products, services, and technology that our customers value. For example, with our recent acquisition of
EqualLogic, Inc., a leading provider of high-performance storage area network solutions, and the subsequent expansion of Dell’s
PartnerDirect channel, we are ready to deliver customers an easier and more affordable solution for storing and processing data.

Our core values include the following:

o We simplify information technology for customers. Making quality personal computers, servers, storage, and services affordable is
Dell’s legacy. We are focused on making information technology affordable for millions of customers around the world. As a result
of our direct relationships with customers, or “customer intimacy”, we are best positioned to simplify how customers implement
and maintain information technology and deliver hardware, services, and software solutions tailored for their businesses and homes.

* We offer customers choice. Customers can purchase systems and services from Dell via telephone, at a growing number of retail
stores, and through our website, www.dell.com, where they may review, configure, and price systems within our entire product
line; order systems online; and track orders from manufacturing through shipping. Customers may offer suggestions for current and
future Dell products
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and services through an interactive portion of our website called Dell IdeaStorm. Commercial customers also can interact with
dedicated account teams. We plan to continue to expand our recently launched indirect initiative by adding new distribution
channels to reach additional consumers and small businesses through retail partners and value-added resellers globally.

* Customers can purchase custom-built products and custom-tailored services. Historically our flexible, build-to-order
manufacturing process enabled us to turn over inventory quickly, thereby reducing inventory levels, and rapidly bring the latest
technology to our customers. The global IT industry and our competition have evolved, and we are continuing to expand our
utilization of original design manufacturers, manufacturing outsourcing relationships, and new distribution strategies to better meet
customer needs and reduce product cycle times. Our goal is to introduce the latest relevant technology more quickly and to rapidly
pass on component cost savings to a broader set of our customers worldwide.

* We are committed to being environmentally responsible in all areas of our business. We have built environmental consideration
into every stage of the Dell product life cycle — from developing and designing energy-efficient products, to reducing the footprint
of our manufacturing and operations, to customer use and product recovery.

Product Development

We focus on developing standards-based technologies that incorporate highly desirable features and capabilities at competitive prices.
We employ a collaborative approach to product design and development, where our engineers, with direct customer input, design
innovative solutions and work with a global network of technology companies to architect new system designs, influence the direction
of future development, and integrate new technologies into our products. Through this collaborative, customer-focused approach, we
strive to deliver new and relevant products and services to the market quickly and efficiently. Our research, development, and
engineering expenses were $693 million for Fiscal 2008, $498 million for Fiscal 2007, and $458 million for Fiscal 2006, including
in-process research and development of $83 million related to acquisitions in Fiscal 2008.

Products and Services

We design, develop, manufacture, market, sell, and support a wide range of products that in many cases are customized to individual
customer requirements. Our product categories include desktop PCs, servers and networking products, storage, mobility products, and
software and peripherals. In addition, we offer a wide range of services. See “Part II — Item 7 — Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Revenue by Product and Service Categories” and Note 11 of Notes to
Consolidated Financial Statements included in “Part II — Item 8 — Financial Statements and Supplementary Data.”

* Desktop PCs — The XPS™ and Alienware lines are targeted at customers seeking the best experiences and designs available, from
multimedia capability to the highest gaming performance. The OptiPlex™ line is designed to help business, government, and
institutional customers manage their total cost of ownership by offering a portfolio of secure, manageable, and stable lifecycle
products. The Inspiron™ line of desktop computers is designed for mainstream PC users requiring the latest features for their
productivity and entertainment needs. In July 2007, we introduced the Vostro™ line, which is designed to provide technology and
services to suit the specific needs of small businesses.

Dell Precision™ desktop workstations are intended for professional users who demand exceptional performance from hardware
platforms optimized and certified to run sophisticated applications, such as those needed for three-dimensional computer-aided design,
digital content creation, geographic information systems, computer animation, software development, computer-aided engineering,
game development, and financial analysis.

* Servers and Networking — Our standards-based PowerEdge™ line of servers is designed to offer customers affordable
performance, reliability, and scalability. Options include high performance rack, blade, and tower servers for enterprise customers
and aggressively priced tower servers for small organizations, networks, and remote offices. We also offer customized Dell server
solutions for very large data center customers.

Our PowerConnect™ switches connect computers and servers in small-to-medium-sized networks. PowerConnect™ products offer
customers enterprise-class features and reliability at a low cost.

* Storage — We offer a comprehensive portfolio of advanced storage solutions, including storage area networks, network-attached
storage, direct-attached storage, disk and tape backup systems, and removable disk backup. With our advanced storage solutions for
mainstream buyers, we offer customers functionality and value while reducing complexity in the enterprise. Our storage systems
are easy to deploy, manage, and maintain. The flexibility and scalability offered by Dell PowerVault™, Dell EqualLogic, and Dell |
EMC storage systems helps organizations optimize storage for diverse environments with varied requirements.
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* Mobility — The XPS™ and Alienware lines of laptop computers are targeted at customers seeking the best experiences and designs
available from sleek, elegant, thin, and light laptops to the highest performance gaming systems. In Fiscal 2008, we introduced the
XPS M1330, an innovative mobile platform featuring a 13.3-inch high definition display and ultra-portable form factor that
received awards for its unique design. The Inspiron™ line of laptop computers is designed for users seeking the latest technology
and high performance in a stylish and affordable package. The Latitude™ line is designed to help business, government, and
institutional customers manage their total cost of ownership through managed product lifecycles and the latest offerings in
performance, security, and communications. The Vostro™ line, introduced in July 2007, is designed to customize technology,
services, and expertise to suit the specific needs of small businesses. The Precision™ line of mobile workstations is intended for
professional users who demand exceptional performance to run sophisticated applications.

» Software and Peripherals — We offer Dell-branded printers and displays and a multitude of competitively priced third-party
peripheral products, including software titles, printers, televisions, laptop accessories, networking and wireless products, digital
cameras, power adapters, scanners, and other products.

— Software. We sell a wide range of third-party software products, including operating systems, business and office applications,
anti-virus and related security software, entertainment software, and products in various other categories. We finalized the
acquisition of ASAP Software Express Inc., a leading software solutions and licensing services provider, in the fourth quarter of
Fiscal 2008. As a result of this acquisition, we now offer products from over 2,000 software publishers.

— Printers. We offer a wide array of Dell-branded printers, ranging from ink-jet all-in-one printers for consumers to large
multifunction devices for corporate workgroups. All of our printers feature the Dell Ink and Toner Management System™, which
simplifies the purchasing process for supplies by displaying ink or toner levels on the status window during every print job and
proactively prompting users to order replacement cartridges directly from Dell.

— Displays. We offer a broad line of branded and non-branded display products, including flat panel monitors and projectors. In
Fiscal 2008, we extended our consumer monitor line-up and introduced new innovations such as “True Life” and integrated
camera and microphone into some of our monitors. We added the 1201MP projector to our existing projector portfolio. Across our
monitors and projector product lines, we continue to win awards for quality, performance, and value.

* Services — Our global services business offers a broad range of configurable IT services that help commercial customers and
channel partners plan, implement and manage IT operations and consumers install, protect, and maintain their PCs and accessories.
Our service solutions help customers simplify IT, maximizing the performance, reliability, and cost-effectiveness of IT operations.
During Fiscal 2008, we acquired a number of service technologies and capabilities through strategic acquisitions of certain
companies. These are being used to build-out our service capabilities.

— Infrastructure Consulting Services. Our consulting services help customers evaluate, design, and implement standards-based IT
infrastructures. These customer-oriented consulting services are designed to be focused and efficient, providing customers access
to our experience and guidance on how to best architect and operate IT operations.

— Deployment Services. Our deployment services simplify and accelerate the deployment of new systems, PCs, and TV’s in
customers’ environments. Our processes and deployment technologies enable customers to get systems up and running quickly
and reliably, with minimal end-user disruption.

— Asset Recovery and Recycling Services. We offer a variety of flexible services for the secure and environmentally safe recovery
and disposal of owned and leased IT equipment. Various options, including resale, recycling, donation, redeployment, employee
purchase, and lease return, help customers retain value while facilitating regulatory compliance and minimizing storage costs.

— Training Services. We help customers develop the skills and knowledge of key technologies and systems needed to increase their
productivity. Courses include hardware and software training as well as PC skills and professional development classes available
through instructor-led, virtual, or self-directed online courses.

— Support Services. Our suite of scalable support services is designed for IT professionals and end-users whose needs range from
basic phone support to rapid response and resolution of complex problems. We offer flexible levels of support that span from
desktop and laptop PCs to complex servers and storage systems, helping customers maximize uptime and stay productive. Our
support services include warranty services and proactive maintenance offerings to help prevent problems as well as rapid response
and resolution of problems. These services are supported by our network of Global Command Centers in the U.S., Ireland, China,
Japan, and Malaysia, providing rapid, around-the-clock support for critical commercial systems.
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— Managed Services. We offer a full suite of managed service solutions for companies who desire outsourcing of some or all of their
IT management. From planning to deployment to ongoing technical support, our managed services are modular in nature so that
customers can customize a plan based on their current and future needs. We can manage a portion of their IT tasks or provide an
end-to-end solution.

Financial Services

We offer or arrange various customer financial services for our business and consumer customers in the U.S. through Dell Financial
Services L.P. (“DFS”), a wholly-owned subsidiary of Dell as of January 2008. DFS was formerly a joint venture between Dell and
CIT Group Inc. (“CIT”), and has been included in our consolidated financial statements since the third quarter of Fiscal 2004. On
December 31, 2007, we purchased CIT’s remaining 30% interest in DFS, making it a wholly-owned subsidiary. Financing through

DFS is one of many sources of funding that our customers may select. For additional information about our financing arrangements,
see “Part Il — Item 7 — Management’s Discussion and Analysis of Financial Condition and Results of Operations — Off-Balance
Sheet Arrangements” and Note 6 of Notes to Consolidated Financial Statements included in “Part Il — Item 8 — Financial Statements
and Supplementary Data.”

Sales and Marketing

We sell our products and services directly to customers through dedicated sales representatives, telephone-based sales, online at
www.dell.com, and through a variety of indirect sales channels. Our customers include large corporate, government, healthcare, and
education accounts, as well as small-to-medium businesses and individual consumers. Within each of our geographic regions, we have
divided our sales and marketing resources among these various customer groups. No single customer accounted for more than 10% of
our consolidated net revenue during any of the last three fiscal years.

Our sales and marketing efforts are organized around the needs, trends, and characteristics of our customers. Our direct business
model provides direct and continuous feedback from customers, thereby allowing us to develop and refine our products and marketing
programs for specific customer groups. Customers may offer suggestions for current and future Dell products, services, and operations
on an interactive portion of our website called Dell IdeaStorm. This constant flow of communication allows us to rapidly gauge
customer satisfaction and target new or existing products.

For large business and institutional customers, we maintain a field sales force throughout the world. Dedicated account teams, which
include field-based system engineers and consultants, form long-term relationships to provide our largest customers with a single
source of assistance and develop specific tailored solutions for these customers. For large, multinational customers, we offer several
programs designed to provide single points of contact and accountability with global account specialists, special global pricing, and
consistent service and support programs across all global regions. We also maintain specific sales and marketing programs targeted at
federal, state, and local governmental agencies, as well as at specific healthcare and educational customers.

We market our products and services to small-to-medium businesses and consumers primarily by advertising on television and the
Internet, advertising in a variety of print media, and mailing a broad range of direct marketing publications, such as promotional
pieces, catalogs, and customer newsletters.

Our business strategy also includes indirect sales channels. Outside the U.S., we sell products indirectly through selected partners to
benefit from the partner’s existing customer relationships and valuable knowledge of traditional customs and logistics in the country,
to mitigate credit and country risk, and because sales in some countries may be too small to warrant a direct sales business unit. In the
U.S., we sell products indirectly through third-party solution providers, system integrators, and third-party resellers. In Fiscal 2008, we
announced PartnerDirect, a global program that brings our existing partner initiatives under one umbrella in the U.S. PartnerDirect
includes partner training and certification, deal registration, dedicated sales and customer care, and a dedicated web portal. We intend
to expand the program globally. Continuing our strategy and efforts of better meeting customers’ needs and demands, we began
offering select products in retail stores in several countries in the Americas, EMEA, and APJ during Fiscal 2008. These actions
represent the first steps in our retail strategy, which will allow us to extend our business model to reach customers that we have not
been able to reach directly.

Competition

We face intense price and product feature competition from branded and generic competitors when selling our products and services.
In addition to several large branded companies, there are other smaller branded and generic competitors. Historically, we competed
primarily based on the customer value that a direct relationship can bring—technology, performance, customer service, quality, and

reliability. Our general practice is to rapidly pass on cost declines to our customers to enhance customer value.
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As aresult of the intensely competitive environment, we lost 1.9 points of share during calendar 2007. We lost share, both in the U.S.
and internationally, as our growth did not meet overall personal computer systems growth. This was mainly due to intense competitive
pressure in our Global Consumer business, particularly in lower priced desktops and notebooks, as well as a slight decline in our
worldwide desktop shipments (compared to 5% worldwide industry growth in desktops). At the end of calendar 2007, we remained
the number one supplier of personal computer systems in the U.S. and the number two supplier worldwide.

We expect that the competitive pricing environment will continue to be challenging. However, we believe that the strength of our
evolving business strategy and indirect distribution channels, as well as our strong liquidity position, makes us well positioned to
continue profitable growth over the long term in any business climate. For consumers, we recognize the increasing importance of
product “ID”, which is the appearance, ease of use, and ability to interact with peripheral products like cameras and MP3 players, and
we are focusing more resources to improve in this area.

In our financial services business we compete with the captive financing businesses of some of our competitors as well as with banks
and financial institutions. While DFS is one of the many potential sources for arranging funding that may be available to our
customers, we believe that our ability to offer or arrange financing for products, services, and solutions makes us competitive with
banks and financial institutions.

Manufacturing and Materials

We manufacture many of the products we sell and have manufacturing locations worldwide to service our global customer base. See
“Part I — Item 2 — Properties” for information about our manufacturing locations. We believe that our manufacturing processes and
supply-chain management techniques provide us a competitive advantage.

Our manufacturing process consists of assembly, software installation, functional testing, and quality control. Testing and quality
control processes are also applied to components, parts, sub-assemblies, and systems obtained from third-party suppliers. Quality
control is maintained through the testing of components, subassemblies, and systems at various stages in the manufacturing process.
Quality control also includes a burn-in period for completed units after assembly, on-going production reliability audits, failure
tracking for early identification of production and component problems, and information from customers obtained through services
and support programs. We are certified, worldwide, by the International Standards Organization to the requirements of ISO 9001:
2000. This certification includes our design, manufacture, and service of computer products in all of our locations.

We have relationships with third-party original equipment manufacturers that build some of our products to our specifications. In
addition, we are continuing to expand our use of original design manufacturing partnerships and manufacturing outsourcing
relationships in order to generate cost efficiencies, deliver products faster, and better serve our customers in certain segments and
geographical areas.

We purchase materials, supplies, product components, and products from a large number of vendors. In some cases, multiple sources
of supply are not available and we have to rely on single-source vendors. In other cases, we may establish a working relationship with
a single source or a limited number of sources if we believe it is advantageous due to performance, quality, support, delivery, capacity,
or price considerations. This relationship and dependency has not caused material disruptions in the past, and we believe that any
disruptions that may occur because of our dependency on single- or limited-source vendors would not disproportionately disadvantage
us relative to our competitors. See “Part I — Item 1A — Risk Factors” for information about the risks associated with single- or
limited-sourced suppliers.

Patents, Trademarks, and Licenses

As of February 1, 2008, we held a worldwide portfolio of 1,954 patents and had an additional 2,196 patent applications pending. We
also hold licenses to use numerous third party patents. To replace expiring patents, we obtain new patents through our ongoing
research and development activities. The inventions claimed in our patents and patent applications cover aspects of our current and
possible future computer system products, manufacturing processes, and related technologies. Our product, business method, and
manufacturing process patents may establish barriers to entry in many product lines. While we use our patented inventions and also
license them to others, we are not substantially dependent on any single patent or group of related patents. We have entered into a
variety of intellectual property licensing and cross-licensing agreements. We have also entered into various software licensing
agreements with other companies. We anticipate that our worldwide patent portfolio will be of value in negotiating intellectual
property rights with others in the industry.

We have obtained U.S. federal trademark registration for the DELL word mark and the Dell logo mark. We own registrations for 66 of
our other marks in the U.S. At February 1, 2008, we had pending applications for registration of 47 other trademarks. We believe that
establishment of the DELL word mark and logo mark in the U.S. is material to our operations. We have also applied for or obtained
registration of the DELL mark and several other marks in approximately 184 other countries.
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We have entered into a variety of intellectual property licensing and cross-licensing agreements. We have also entered into various
software licensing agreements with a variety of other companies.

From time to time, other companies and individuals assert exclusive patent, copyright, trademark, or other intellectual property rights
to technologies or marks that are important to the technology industry or our business. We evaluate each claim relating to our products
and, if appropriate, seek a license to use the protected technology. The licensing agreements generally do not require the licensor to
assist us in duplicating its patented technology, nor do these agreements protect us from trade secret, copyright, or other violations by
us or our suppliers in developing or selling these products.

Employees

At the end of Fiscal 2008, we had approximately 88,200 total employees (consisting of 82,700 regular employees and 5,500 temporary
employees), compared to approximately 91,500 total employees (consisting of 83,100 regular employees, 7,200 temporary employees,
and 1,200 DFS employees) at the end of Fiscal 2007. In December 2007, we purchased CIT Group Inc.’s 30% interest in DFS. As
such, the total of regular employees at February 1, 2008, includes DFS employees. Approximately 29,300 of the regular employees at
the end of Fiscal 2008 were located in the U.S., and approximately 53,400 were located in other countries.

In the first quarter of Fiscal 2008, we initiated a comprehensive review of costs across all processes and organizations, from product
development and procurement through service and support delivery, with the goal to simplify structure, eliminate redundancies, and
better align operating expenses with the current business environment and strategic growth opportunities. As part of this overall effort,
we expect to further reduce headcount, exclusive of additions due to acquisitions.

Government Regulation and Environment

Our business is subject to regulation by various federal and state governmental agencies. Such regulation includes the radio frequency
emission regulatory activities of the U.S. Federal Communications Commission; the anti-trust regulatory activities of the U.S. Federal
Trade Commission, the Department of Justice, and the European Union; the consumer protection laws of the Federal Trade
Commission; the export regulatory activities of the U.S. Department of Commerce and the U.S. Department of Treasury; the import
regulatory activities of U.S. Customs and Border Protection; the product safety regulatory activities of the U.S. Consumer Product
Safety Commission; and environmental regulation by a variety of regulatory authorities in each of the areas in which we conduct
business. We are also subject to regulation in other countries where we conduct business. We were not assessed any environmental
fines, nor did we have any material environmental remediation or other environmental costs during Fiscal 2008.

Sustainability

Our focus on business efficiencies and customer satisfaction drives our environmental stewardship program in all areas of our business
— reducing product energy consumption, reducing or eliminating materials for disposal, prolonging product life spans, and providing
effective and convenient equipment recovery solutions. We are committed to becoming the “greenest technology company on the
planet”, a long-term initiative we announced in June 2007. This multi-faceted campaign focuses on driving internal business
innovations and efficiencies, enhancing customer satisfaction, and partnering with suppliers and people of all ages who care about the
environment.

In Fiscal 2008, we announced our commitment to becoming carbon neutral in calendar year 2008. In partnership with The
Conservation Fund and Carbonfund.org, we launched the “Plant a Tree for Me” program, which enables customers to offset the
electricity required to power their computers. We also extended our commitment to design the most energy efficient products in our
industry. Several of our workstations, desktops and laptops met Energy Star 4.0 ahead of a deadline set by the EPA. We are a
founding partner of Green Grid, a global consortium dedicated to developing and promoting energy efficiency for data centers and
information services.

We are committed to making recycling free and easy, and remain focused on raising consumer awareness about the importance of
recycling and increasing the volume of products we recover from consumers. During Fiscal 2007, we voluntarily initiated a no-charge
recycling program for our U.S. customers. This recycling offer is designed for consumers and includes responsible recycling of used
Dell-branded computers and peripheral equipment at no-charge; this service does not require a replacement purchase. We also help
commercial customers responsibly and securely manage the retirement of used information technology through our product recovery
services. Since November 2003, we have offered a no-charge recycling program for Dell-branded products in Europe and also
currently offer no-charge consumer recycling in Canada. Since 2004, we have offered U.S. consumers no-charge recycling of any
brand of used computer or printer with the purchase of a new Dell computer or printer.
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Backlog

We believe that backlog is not a meaningful indicator of net revenue that can be expected for any period. There can be no assurance
that the backlog at any point in time will translate into net revenue in any subsequent period, as unfilled orders can generally be
canceled at any time by the customer. Our business model generally gives us flexibility to manage backlog at any point in time by
expediting shipping or prioritizing customer orders toward products that have shorter lead times, thereby reducing backlog and
increasing current period revenue. Even though backlog at the end of Fiscal 2008 was considerably higher than at the end of Fiscal
2007 and 2006, it was not material.

Operating Business Segments

We conduct operations worldwide. Effective the first quarter of Fiscal 2009, we combined our consumer businesses of EMEA, APJ,
and Americas International (formerly reported through Americas Commercial) with our U.S. Consumer business and re-aligned our
management and financial reporting structure. As a result, effective in the first quarter of Fiscal 2009, our operating structure consisted
of the following four segments: Americas Commercial, EMEA Commercial, APJ Commercial, and Global Consumer. Our
commercial business includes sales to corporate, government, healthcare, education, small and medium business customers, and
value-added resellers and is managed through the Americas Commercial, EMEA Commercial, and APJ Commercial segments. The
Americas Commercial segment, which is based in Round Rock, Texas, encompasses the U.S., Canada, and Latin America. The
EMEA Commercial segment, based in Bracknell, England, covers Europe, the Middle East, and Africa. The APJ Commercial
segment, based in Singapore, encompasses the Asian countries of the Pacific Rim as well as Australia, New Zealand, and India. The
Global Consumer segment, which is based in Round Rock, Texas, includes global sales and product development for individual
consumers and retailers around the world. We revised previously reported operating segment information to conform to our new
operating structure in effect during the first quarter of Fiscal 2009.

We have invested in high growth countries such as Brazil, Russia, India, and China to design, manufacture, and support our
customers, and we expect to continue our global expansion in the years ahead. Our investment in international growth opportunities
contributed to an increase in non-U.S. revenue, as a percentage of consolidated net revenue, from 44% in Fiscal 2007 to 47% during
Fiscal 2008, representing 14% year-over-year growth. Our continued expansion outside of the U.S. creates additional complexity in
coordinating the design, development, procurement, manufacturing, distribution, and support of our increasingly complex product and
service offerings. As a result, we plan to continue to add additional resources to our offices in Singapore to better coordinate certain
global activities, including the management of our original design manufacturers and utilization of non-U.S. Dell and supplier
production capacity where most needed in light of product demand levels that vary by region. The expanded global operations in
Singapore also coordinate product design and development efforts with procurement activities and sources of supply. We intend to
continue to expand our global infrastructure as our international business continues to grow. For financial information about the
results of our reportable operating segments for each of the last three fiscal years, see Note 11 of Notes to Consolidated Financial
Statements included in “Part II — Item 8§ — Financial Statements and Supplementary Data.”

Our corporate headquarters are located in Round Rock, Texas. Our manufacturing and distribution facilities are located in Austin,
Texas; Winston-Salem, North Carolina; Lebanon and Nashville, Tennessee; Reno, Nevada; West Chester, Ohio; Miami, Florida;
Limerick and Athlone, Ireland; Penang, Malaysia; Xiamen, China; Hortolandia, Brazil; Chennai, India; and Lodz, Poland. During
Fiscal 2008, we opened business centers in Quezon City, Philippines and Kuala Lumpur, Malaysia. For additional information see
“Part I — Item 2 — Properties.”

Trademarks and Service Marks

Unless otherwise noted, trademarks appearing in this report are trademarks owned by us. We disclaim proprietary interest in the marks
and names of others. EMC is a registered trademark of EMC Corporation.

Available Information

We maintain an Internet website at www.dell.com. All of our reports filed with the Securities and Exchange Commission (“SEC”)
(including annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and Section 16 filings) are
accessible through the Investor Relations section of our website atwww.dell.com/investor, free of charge, as soon as reasonably
practicable after electronic filing. The public may read and copy any materials that we file with the SEC at the SEC’s Public
Reference Room at 100 F Street, NE, Room 1580, Washington, DC 20549. You may obtain information on the operation of the Public
Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet site that contains reports, proxy and
information statements, and other information regarding issuers that file electronically with the SEC atwww.sec.gov. Information on
our website is not incorporated by reference into this report.
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Executive Officers of Dell

The following table sets forth the name, age, and position of each of the persons who were serving as our executive officers as of
March 1, 2008:

Name Age Title
Michael S. Dell 43 Chairman of the Board and Chief Executive Officer
Donald J. Carty 61 Vice Chairman and Chief Financial Officer
Bradley R. Anderson 48 Senior Vice President, Business Product Group
Paul D. Bell 47 Senior Vice President and President, Americas
Michael R. Cannon 55 President, Global Operations
Jeffrey W. Clarke 45 Senior Vice President, Business Product Group
Andrew C. Esparza 49 Senior Vice President, Human Resources
Stephen J. Felice 50 Senior Vice President and President, Asia Pacific-Japan
Ronald G. Garriques 44 President, Global Consumer Group
Mark Jarvis 44 Senior Vice President, Chief Marketing Officer
David A. Marmonti 48 Senior Vice President and President, Europe, Middle East, and Africa
Stephen F. Schuckenbrock 47 Senior Vice President and President, Global Services and Chief Information Officer
Lawrence P. Tu 53 Senior Vice President, General Counsel and Secretary

Set forth below is biographical information about each of our executive officers.

* Michael S. Dell — Mr. Dell currently serves as Chairman of the Board of Directors and Chief Executive Officer. He has held the

title of Chairman of the Board since he founded the Company in 1984. Mr. Dell served as Chief Executive Officer of Dell from

1984 until July 2004 and resumed that role in January 2007. He serves on the Foundation Board of the World Economic Forum,
serves on the executive committee of the International Business Council, and is a member of the U.S. Business Council. He also

serves on the U.S. President’s Council of Advisors on Science and Technology and sits on the governing board of the Indian
School of Business in Hyderabad, India.

* Donald J. Carty — Mr. Carty joined us as Vice Chairman and Chief Financial Officer in January 2007. In that role, he is
responsible for all finance functions, including controller, corporate planning, tax, treasury operations, investor relations,
corporate development, risk management, and internal audit. Mr. Carty has served as a member of our Board of Directors since

1992 and continues to serve in that capacity. Mr. Carty was the Chairman and Chief Executive Officer of AMR Corporation and

American Airlines from 1998 until his retirement in 2003. Prior to that, he served in a variety of executive positions with AMR
Airline Group and American Airlines from 1978 to 1985 and from 1987 to 1999. Mr. Carty was President and Chief Executive
Officer of CP Air in Canada from 1985 to 1987. After his retirement from AMR and American in 2003, Mr. Carty engaged in
numerous business and private investment activities with a variety of companies. Mr. Carty is a graduate of Queen’s University
in Kingston, Ontario and of the Harvard Graduate School of Business Administration. He is also a director of CHC Helicopter
Corp. and Barrick Gold Corporation and serves as Chairman of the Board of Virgin America Airlines.

* Bradley R. Anderson — Mr. Anderson joined us in July 2005 and serves as Senior Vice President, Business Product Group. In

this role, he is responsible for worldwide engineering, design, development, and marketing of our enterprise products, including

servers, networking, and storage systems. Prior to joining Dell, Mr. Anderson was Senior Vice President and General Manager
of the Industry Standard Servers business at Hewlett-Packard Company (“HP”’), where he was responsible for HP’s server

solutions. Previously, he was Vice President of Server, Storage, and Infrastructure for HP, where he led the team responsible for
server, storage, peripheral, and infrastructure products. Before joining HP in 1996, Mr. Anderson held top management positions
at Cray Research in executive staff, field marketing, sales, finance, and corporate marketing. Mr. Anderson earned a bachelor of

science in Petroleum Engineering from Texas A&M University and a Master of Business Administration from Harvard
University. He serves on the Texas A&M Look College of Engineering Advisory Council.

e Paul D. Bell — Mr. Bell has been with us since 1996 and has served as Senior Vice President and President, Americas since
March 2007. In this role, Mr. Bell is responsible for all sales and customer support operations across the Americas region other
than our consumer business. From February 2000 until March 2007, Mr. Bell served as Senior Vice President and President,
Europe, Middle East, and Africa. Prior to this, Mr. Bell served as Senior Vice President, Home and Small Business. Prior to
joining Dell in July 1996, Mr. Bell was a management consultant with Bain & Company for six years, including two years as a
consultant on our account. Mr.
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Bell received bachelor’s degrees in Fine Arts and Business Administration from Pennsylvania State University and a Master of
Business Administration degree from the Yale School of Organization and Management.

* Michael R. Cannon — Mr. Cannon joined us in February 2007 as President, Global Operations. In this role, he is responsible for
our manufacturing, procurement, supply chain, and facilities activities worldwide. Prior to joining Dell, Mr. Cannon was
President, Chief Executive Officer, and a director of Solectron Corporation from January 2003 to February 2007, and President,
Chief Executive Officer, and a director of Maxtor Corporation (now a part of Seagate Technology) from July 1996 to
January 2003. Mr. Cannon has also worked at IBM’s Storage Systems Division. He began his career in engineering at The
Boeing Company, where he held a management position with the Manufacturing Research and Development organization. Mr.
Cannon studied mechanical engineering at Michigan State University and completed Harvard Business School’s Advanced
Management Program. He currently serves on the board of Adobe Systems.

» Jeffrey W. Clarke — Mr. Clarke has served as Senior Vice President, Business Product Group since January 2003. In this role, he
is responsible for worldwide engineering, design, development, and marketing of our business client products, including Dell
OptiPlex™ desktops, Latitude™ notebooks, Precision™ workstations, and Vostro™ desktops and notebooks. Mr. Clarke joined
Dell in 1987 as a quality engineer and has served in a variety of engineering and management roles. In 1995 Mr. Clarke became
the director of desktop development, and from November 2001 to January 2003 he served as Vice President and General
Manager, Relationship Product Group. Mr. Clarke received a bachelor’s degree in Electrical Engineering from the University of
Texas at San Antonio.

* Andrew C. Esparza — Mr. Esparza joined us in 1997 as a director of Human Resources in the Product Group. He was
named Senior Vice President, Human Resources in March 2007 and was named an executive officer in September 2007. In this
role, he is responsible for driving the strategy and supporting initiatives to attract, motivate, develop, and retain world-class talent
in support of our business goals and objectives. He also has responsibility for corporate security and corporate responsibility on a
worldwide basis. He currently is an executive sponsor for aDellante, our internal networking group responsible for the
development of Hispanic employees within the company. Prior to joining Dell, he held human resource positions with NCR
Corporation from 1985 until 1997 and Bechtel Power Corporation from 1981 until 1985. Mr. Esparza earned a bachelor’s
degree in business administration with a concentration in human resource management from San Diego State University.

» Stephen J. Felice — Mr. Felice serves as Senior Vice President and President, Asia Pacific-Japan. He was named Senior Vice
President in March 2007, after having served as Vice President, Asia Pacific-Japan since August 2005. Mr. Felice leads our
operations throughout the APJ region, including sales and customer service centers in Penang, Malaysia, and Xiamen, China.
Mr. Felice joined us in February 1999 and has held various executive roles in our sales and consulting services organizations.
From February 2002 until July 2005, Mr. Felice was Vice President, Corporate Business Group, Dell Americas. Prior to joining
Dell, Mr. Felice served as Chief Executive Officer and President of DecisionOne Corp. Mr. Felice also served as Vice President,
Planning and Development, with Bell Atlantic Customer Services. He spent five years with Shell Oil in Houston. Mr. Felice
holds a bachelor’s degree in business administration from the University of lowa and a Master of Business Administration
degree from the University of Houston.

* Ronald G. Garriques — Mr. Garriques joined us in February 2007 as President, Global Consumer Group. In this role he is
responsible for all aspects of our consumer business, including sales, marketing, and product design. Before joining Dell,
Mr. Garriques served in various leadership roles at Motorola from February 2001 to February 2007, where he was most recently
Executive Vice President and President, responsible for the Mobile Devices division. He was also Senior Vice President and
General Manager of the Europe, Middle East, and Africa region for the Personal Communications Services division, and Senior
Vice President and General Manager of Worldwide Products Line Management for the Personal Communications Services
division. Prior to joining Motorola, Mr. Garriques held management positions at AT&T Network Systems, Lucent Technologies,
and Philips Consumer Communications. Mr. Garriques holds a master’s degree in business administration from The Wharton
School at the University of Pennsylvania, a master’s degree in mechanical engineering from Stanford University, and a
bachelor’s degree in mechanical engineering from Boston University.

* Mark Jarvis — Mr. Jarvis joined us in October 2007 as Senior Vice President, Chief Marketing Officer. He is responsible for our
global marketing efforts, spanning the consumer and commercial businesses, and including global brand, online, and
communications. From April 2007 until October 2007, Mr. Jarvis served as a consultant to Dell in the Chief Marketing Officer
role. Prior to joining Dell, Mr. Jarvis spent 14 years at Oracle, where he launched numerous products and drove highly
innovative marketing programs, including Oracle’s E-Business Network and Oracle Technology Network, and also managed
Oracle’s showcase OpenWorld Conference.

e David A. Marmonti — Mr. Marmonti serves as Senior Vice President and President, Europe, Middle East, and Africa, having
been appointed to that position in March 2007. In this role, he is responsible for all business operations across the EMEA region,
including
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sales and customer call centers in the region. Mr. Marmonti joined us in 1998 and has held a variety of roles, including Vice
President and General Manager of our Public Business Group; Vice President and General Manager of our Mid-Markets and
Preferred Corporate Accounts segments; Vice President and General Manager of our EMEA Home and Small Business division;
Vice President of Marketing & e-business for the U.S. Consumer segment; and Director and General Manager of the U.S. Asset
Recovery Business. Prior to joining Dell, Mr. Marmonti spent 16 years at AT&T in a variety of senior roles, including executive
positions in sales and marketing, serving corporate customers. Mr. Marmonti holds a bachelor’s degree in business
administration and marketing from the University of Missouri at St. Louis.

» Stephen F. Schuckenbrock — Mr. Schuckenbrock joined us in January 2007 as Senior Vice President and President, Global
Services. In September 2007, he assumed the additional role of Chief Information Officer. He is responsible for all aspects of our
services business, with worldwide responsibility for Dell enterprise service offerings, and is also responsible for our global
information systems and technology structure. Prior to joining us, Mr. Schuckenbrock served as Co-Chief Operating Officer and
Executive Vice President of Global Sales and Services for Electronic Data Systems Corporation (“EDS”). Before joining EDS in
2003, he was Chief Operating Officer of The Feld Group, an information technology consulting organization. Mr.
Schuckenbrock served as Global Chief Information Officer for PepsiCo from 1998 to 2000. Mr. Schuckenbrock earned a
bachelor’s degree in business administration from Elon University.

* Lawrence P. Tu — Mr. Tu joined us as Senior Vice President, General Counsel and Secretary in July 2004, and is responsible for
overseeing Dell’s global legal department and governmental affairs. Before joining Dell, Mr. Tu served as Executive Vice
President and General Counsel at NBC Universal for three years. Prior to his position at NBC, he was a partner with the law firm
of O’Melveny & Myers LLP, where he focused on high technology, internet, and media related transactions. He also served five
years as managing partner of the firm’s Hong Kong office. Mr. Tu’s prior experience also includes serving as General Counsel
Asia-Pacific for Goldman Sachs, attorney for the U.S. State Department, and law clerk for U.S. Supreme Court Justice Thurgood
Marshall. Mr. Tu holds Juris Doctor and bachelor of arts degrees from Harvard University, as well as a master’s degree from
Oxford University, where he was a Rhodes Scholar.
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PART IT

ITEM 7— MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

SPECIAL NOTE: This section, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
contains forward-looking statements that are based on our current expectations. Actual results in future periods may differ
materially from those expressed or implied by those forward-looking statements because of a number of risks and uncertainties.
For a discussion of risk factors affecting our business and prospects, see “Part I — Item 14 — Risk Factors.” This section should
be read in conjunction with “Part Il — Item 8 — Financial Statements and Supplementary Data.”

Overview
Our Company

As a leading technology company, we offer a broad range of product categories, including desktop PCs, servers and networking
products, storage, mobility products, software and peripherals, and services. We are the number one supplier of personal computer
systems in the United States, and the number two supplier worldwide.

We manufacture many of the products we sell and have manufacturing locations worldwide to service our global customer base. We
believe that our manufacturing processes and supply-chain management techniques provide us a competitive advantage. We have
relationships with third-party original equipment manufacturers that build some of our products to our specifications. In addition, we
are continuing to expand our use of original design manufacturing relationships and manufacturing outsourcing relationships in order
to generate cost efficiencies, deliver products faster and better serve our customers in certain segments and geographies.

Our core business strategy is built around our direct customer model, relevant technologies and solutions, and highly efficient
manufacturing and logistics; and we are expanding that core strategy by adding new distribution channels to reach commercial
customers and individual consumers around the world. Using this strategy, we strive to provide the best possible customer experience
by offering superior value; high-quality, relevant technology; customized systems and services; superior service and support; and
differentiated products and services that are easy to buy and use. Historically, our growth has been driven organically from our core
businesses. Recently, we have begun to pursue a targeted acquisition strategy designed to augment select areas of our business with
more products, services, and technology that our customers value.

We also offer various financing alternatives, asset management services, and other customer financial services for business and
consumer customers. To reach even more customers globally we have launched new distribution channels to reach commercial
customers and individual consumers around the world; we sell products indirectly through third-party solution providers, systems
integrators, and third-party value-added resellers. In Fiscal 2008, we announced PartnerDirect, a global program that brings our
existing partner initiatives under one umbrella in the U.S. PartnerDirect includes partner training and certification, deal registration,
dedicated sales and customer care, and a dedicated web portal. We intend to expand the program globally.

We sell our products and services directly to customers and through a variety of indirect sales channels. Continuing our strategy and
efforts of better meeting customers’ needs and demands, we began offering select products in retail stores in several countries in the
Americas; Europe, Middle East, and Africa (“EMEA”); and Asia Pacific-Japan (“APJ”) during Fiscal 2008. These actions represent
the first steps in our retail strategy, which will allow us to extend our business model to reach customers that we have not been able to
reach directly.

We have always strived to simplify and lower costs for our customers while expanding our business opportunities. To continue to
meet this goal, sustain our business strategy, and improve our business, we are focused on improving our current state and reigniting
growth. We believe these actions will help position us for sustainable long-term profitable growth.

e Improving our current state — We are focused on eliminating bureaucracy and improving competitiveness by enhancing our
productivity and becoming more efficient while strengthening our operating processes and internal controls. Our new and
experienced executive leadership team is working together to increase productivity and efficiency across all functions. We are
focused on improving product innovation by shortening our product development cycle time and examining our supply chain
models. Lastly, we are examining our pricing and margin strategies to improve our profitability.

* Reigniting growth — We are enabling our growth strategy by focusing on five key areas:

— Global Consumer — In the first quarter of Fiscal 2009, we realigned our management and reporting structure to focus on
worldwide sales to individual consumers and retailers as a part of an internal consolidation of our consumer business. The
consolidation will improve our global sales execution and coverage through better customer alignment, targeted sales force
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investments in rapidly growing countries, and improved marketing tools. We are also designing new, innovative products with
faster development cycles and competitive features. Lastly, we have rapidly expanded our retail business in order to reach more
consumers.

— Enterprise — We are focused on simplifying IT for our customers to allow customers to deploy IT faster, run IT at a total lower
cost, and grow IT smarter. As a result of our “simplify IT” focus, we have become the industry leader in server virtualization,
power, and cooling performance.

— Notebooks — Our goal is to reclaim notebook leadership by creating the best products while shortening our development cycle
and being the most innovative developer of notebooks. To help meet this goal, we have recently separated our consumer and
commercial design functions and launched several notebook products. We expect to launch more notebook products in Fiscal
2009.

— Small and Medium Business — We are focused on providing small and medium businesses the simplest and most complete IT
solution by extending our channel direct program (PartnerDirect) and expanding our offerings to mid-sized businesses. We are
committed to improving our storage products and services as evidenced by our new Building IT-as-a-Service solution, which
provides businesses with remote and lifecycle management, e-mail backup, and software license management.

— Emerging countries — As a part of our growth strategy, we are focusing on and investing resources in emerging countries—with
an emphasis on Brazil, Russia, India, and China. We are also creating custom products and services to meet the preferences and
demands of individual countries and various regions.

We continue to grow our business organically and through strategic acquisitions. During Fiscal 2008, we acquired five companies,
among which the two largest were EqualLogic, Inc. (“EqualLogic”) and ASAP Software Express, Inc. (“ASAP”), and we purchased
CIT Group Inc.’s (“CIT”) 30% interest in Dell Financial Services, L.P. (“DFS”). We expect to continue to periodically make strategic
acquisitions in the future.

Fiscal 2008 Performance

Share position * We shipped 40 million units for calendar year 2007 according to IDC, resulting in a worldwide PC share
position of 14.9%. After leading the worldwide PC market for the past six years, we fell to the second
position for calendar year 2007. We lost share, both in the U.S and internationally, as our growth did not
meet the overall PC growth. Our Global Consumer segment continued to underperform, which slowed our
overall growth in unit shipments, revenue, and profitability. This was mainly due to intense competitive
pressure, particularly in the lower priced desktops and notebooks where competitors offered aggressively
priced products with better product recognition and more relevant feature sets. A slight decline in our
worldwide desktop shipments also was a factor in our losing worldwide PC share position; worldwide
desktop shipments grew 5% during calendar year 2007.

Net revenue ¢ Fiscal 2008 net revenue increased 6% year-over-year to $61.1 billion, with unit shipments up 5%
year-over-year, as compared to Fiscal 2007 net revenue which increased 3% year-over-year to $57.4 billion
on unit growth of 2% over Fiscal 2006 net revenue of $55.8 billion.

Operating income ¢ Operating income was $3.4 billion for Fiscal 2008, or 5.6% of net revenue compared to $3.1 billion for
Fiscal 2007, or 5.4% of net revenue, and $4.4 billion or 7.9% of net revenue in Fiscal 2006.

Net income ¢ Net income was $2.9 billion for Fiscal 2008, or 4.8% of net revenue compared to $2.6 billion for Fiscal
2007, or 4.5% of net revenue, and $3.6 billion or 6.5% of net revenue in Fiscal 2006.

Earnings per share » Earnings per share increased 15% to $1.31 for Fiscal 2008, compared to $1.14 for Fiscal 2007 and $1.47 for
Fiscal 2006.
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Results of Operations

The following table summarizes our consolidated results of operations for each of the past three fiscal years:

Fiscal Year Ended
February 1, 2008(2) February 2, 2007(2) February 3, 2006(b)
% of % of % of
Dollars Revenue Dollars Revenue Dollars Revenue
(in millions, except per share amounts and percentages)
Net revenue $61,133 100.0% $57,420 100.0% $55,788 100.0%
Gross margin $11,671 19.1% $ 9,516 16.6% $ 9,891 17.7%
Operating expenses $ 8,231 13.5% $ 6,446 11.2% $ 5,509 9.8%
Operating income $ 3,440 5.6% $ 3,070 5.4% $ 4,382 7.9%
Income tax provision $ 880 1.4% $ 762 1.3% $ 1,006 1.8%
Net income $ 2,947 4.8% $ 2,583 4.5% $ 3,602 6.5%
Earnings per share —
diluted $ 131 N/A $§ 114 N/A $ 147 N/A

(a) Results for Fiscal 2008 include stock-based
compensation expense of $436 million, or $309 million
($0.14 per share) net of tax, and results for Fiscal 2007
include stock-based compensation expense of
$368 million, or $258 million ($0.11 per share) net of
tax, due to the implementation of Statement of Financial
Accounting Standards No. 123 (revised 2004),
Share-Based Payment, (“SFAS 123(R)”). We
implemented SFAS 123(R) using the modified
prospective method effective February 4, 2006. For
additional information, see Note 5 of Notes to
Consolidated Financial Statements included in “Part II
— Item 8 — Financial Statements and Supplementary
Data”.

(b) Results for Fiscal 2006 include charges aggregating
$421 million ($338 million of other product charges and
$83 million in selling, general, and administrative
expenses) related to the cost of servicing or replacing
certain OptiPlex™ systems that include a vendor part
that failed to perform to our specifications, workforce
realignment, product rationalizations, excess facilities,
and a write-off of goodwill recognized in the third
quarter. The related tax effect of these items was
$96 million. Fiscal 2006 also includes an $85 million
income tax benefit related to a revised estimate of taxes
on the repatriation of earnings under the American Jobs
Creation Act of 2004 recognized in the second quarter.

Consolidated Operations

Fiscal 2008 revenue increased 6% year-over-year to $61.1 billion, with unit shipments up 5% year-over-year. Revenue grew across all
segments except for Global Consumer: APJ Commercial grew 15%; EMEA Commercial increased 15%; Americas Commercial grew
6%; and Global Consumer decreased 6%. Revenue outside the U.S. represented approximately 47% of Fiscal 2008 net revenue,
compared to approximately 44% in the prior year. Outside the U.S., we produced 14% year-over-year revenue growth for Fiscal 2008;
however, our unit growth was below the overall unit growth rate of the international PC market. During Fiscal 2008, the U.S. dollar
weakened relative to the other principal currencies in which we transact business; however, as a result of our hedging activities,
foreign currency fluctuations did not have a significant impact on our consolidated results of operations. Combined Brazil, Russia,
India, and China (“BRIC”) revenue growth during Fiscal 2008 was 27%. To continue to capitalize on and increase international
growth, we are tailoring solutions to meet specific regional needs, enhancing relationships to provide customer choice and flexibility,
and expanding into these and other emerging countries that represent 85% of the world’s population. Worldwide, all product
categories grew revenue over the prior year other than desktop PCs, which declined 1% as consumers continue to migrate to mobility
products. Desktop PC revenue in the Global Consumer and Americas Commercial segments declined 13% and 1% year-over-year,
respectively, as opposed to desktop PC revenue in APJ Commercial and EMEA Commercial which increased 13% and 1%
respectively.

Fiscal 2007 revenue increased 3% year-over-year to $57.4 billion, with unit shipments up 2% year-over-year. Revenue grew across
the Americas Commercial, EMEA Commercial, and APJ Commercial segments by 3%, 6%, and 12%, respectively, while the Global
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Consumer segment revenue declined 5% year-over-year. Revenue outside the U.S. represented approximately 44% of Fiscal 2007 net
revenue, compared to approximately 41% in the prior year. Outside the U.S., we produced 10% year-over-year revenue growth for
Fiscal 2007. All product categories grew revenue over the prior year periods, other than desktop PCs which declined 8%.

Operating income and net income increased 12% and 14% year-over-year to $3.4 billion and $2.9 billion, respectively, for Fiscal
2008. The increased profitability was mainly a result of strength in mobility, solid demand for enterprise products, and a favorable
component-cost environment. In Fiscal 2007 and Fiscal 2006, operating and net income were $3.1 billion and $2.6 billion, and
$4.4 billion and $3.6 billion, respectively. Net income for Fiscal 2006 includes an income tax repatriation benefit of $85 million
pursuant to a favorable tax incentive provided by the American Jobs Creation Act of 2004. This tax benefit is related to the Fiscal
2006 repatriation of $4.1 billion in foreign earnings.
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Our average selling price (total revenue per unit sold) in Fiscal 2008 increased 2% year-over-year, which primarily resulted from our
pricing strategy, compared to a 1% year-over-year increase for Fiscal 2007. Our recent pricing strategy has been to concentrate on
solutions sales, realign pricing, and drive a better mix of products and services, while aggressively pricing our products to remain
competitive in the marketplace. In Fiscal 2008, we continued to see intense competitive pressure, particularly for lower priced
desktops and notebooks, as competitors offered aggressively priced products with better product recognition and more relevant feature
sets. As a result, particularly in the U.S., we lost share among consumers in notebooks and desktops, which slowed our overall growth
in unit shipments, revenue, and profitability. We expect that this competitive pricing environment will continue for the foreseeable
future.

Revenues by Segment

We conduct operations worldwide. Effective the first quarter of Fiscal 2009, we combined our consumer businesses of EMEA, APJ,
and Americas International (formerly reported through Americas Commercial) with our U.S. Consumer business and re-aligned our
management and financial reporting structure. As a result, effective in the first quarter of Fiscal 2009, our operating structure consisted
of the following four segments: Americas Commercial, EMEA Commercial, APJ Commercial, and Global Consumer. Our
commercial business includes sales to corporate, government, healthcare, education, small and medium business customers, and
value-added resellers and is managed through the Americas Commercial, EMEA Commercial, and APJ Commercial segments. The
Americas Commercial segment, which is based in Round Rock, Texas, encompasses the U.S., Canada, and Latin America. The
EMEA Commercial segment, based in Bracknell, England, covers Europe, the Middle East, and Africa. The APJ Commercial
segment, based in Singapore, encompasses the Asian countries of the Pacific Rim as well as Australia, New Zealand, and India. The
Global Consumer segment, which is based in Round Rock, Texas, includes global sales and product development for individual
consumers and retailers around the world. We revised previously reported operating segment information to conform to our new
operating structure in effect during the first quarter of Fiscal 2009.

During the second half of Fiscal 2008, we began selling desktop and notebook computers, printers, ink, and toner through retail
channels worldwide, in order to expand our customer base in our Global Consumer segment. Our goal is to have strategic relationships
with a number of major retailers in our larger geographic regions. In the U.S., we currently have relationships with retailers such as
Staples, Wal-Mart, and Best Buy; and in Latin America, we have relationships with retailers, including Wal-Mart and Pontoftrio.
Additionally, some of our relationships include Carphone Warehouse, Carrefour, Tesco, and DSGi in EMEA; and in APJ, we are
working with retailers such as Gome, HiMart, Courts, and Bic Camera.

The following table summarizes our net revenue by reportable segment for each of the past three fiscal years:

Fiscal Year Ended
February 1, 2008 February 2, 2007 February 3, 2006
% of % of % of
Dollars Revenue Dollars Revenue Dollars Revenue

(in millions, except percentages)
Net revenue

Americas Commercial $ 29,981 49% $ 28,289 49% $ 27,489 49%
EMEA Commercial 13,607 22% 11,842 21% 11,124 20%
APJ Commercial 7,167 12% 6,223 11% 5,547 10%
Global Consumer 10,378 17% 11.066 19% 11.628 21%

Net revenue $ 61,133 100% $ 57.420 100% § 55,788 100%

* Americas Commercial — Americas Commercial grew revenue as well as units by 6% in Fiscal 2008, compared to 3% revenue
growth on a slight unit decline in Fiscal 2007. The increase in revenue in Fiscal 2008 resulted from strong sales of mobility
products, servers and networking, services, and software and peripherals, which grew 9%, 8%, 9%, and 13%, respectively,
year-over-year. The unit volume increases resulted from strong growth in laptops. In Fiscal 2007, the slow down of net revenue
growth was due to desktop weakness, lower demand, and a significant decline in our Public business.

* EMEA Commercial — During Fiscal 2008, EMEA Commercial represented 22% of our total consolidated net revenue as
compared to 21% in Fiscal 2007. EMEA Commercial had 15% year-over-year net revenue growth as a result of unit shipment
growth of 12%. Average price per unit increased 2%, which reflects the mix of products sold and a benefit from the
strengthening of the Euro and British Pound against the U.S. dollar during Fiscal 2008, offset by our pricing strategy. The
revenue growth was primarily a result of higher demand for mobility products, represented by a unit shipment increase of 30%.
Additionally, revenue grew year-over-year for all product categories within EMEA Commercial, led by growth in mobility,
services, and software & peripherals revenue of 23%, 32%, and 18%, respectively. In Fiscal 2007, revenue in EMEA
Commercial grew 6% year-over-year.

14

Source: DELL INC, 8-K, June 05, 2008



* APJ Commercial — During Fiscal 2008, APJ Commercial’s revenue continued to improve, with 15% revenue growth
year-over-year. Consistent with the EMEA Commercial segment, these increases were mainly a result of strong growth in
mobility. Unit sales of mobility products increased 32% in Fiscal 2008 as compared to Fiscal 2007. Sales of mobility products
grew due to a shift in customer preference from desktops to notebooks as well as the strong reception of our Vostro™ notebooks.
APJ Commercial also reported 21% growth in servers and networking revenue primarily due to our focus on delivering greater
value within customer data centers with our rack optimized server platforms, whose average selling prices are higher than our
tower servers. These increases were partially offset by a decrease in services revenue of 13%. In Fiscal 2007, APJ Commercial
reported 12% year-over-year revenue growth on unit growth of 19%.

* Global Consumer — Global Consumer revenue and unit volume decreased 6% and 12%, respectively, in Fiscal 2008, compared
to revenue and unit decreases of 5% and 3%, respectively, in Fiscal 2007. Global Consumer revenue declined as compared to
Fiscal 2007 primarily due to a 23% decline in desktop unit volumes. In Fiscal 2008, this segment’s average selling price
increased 6% year-over-year mainly due to realigning prices and selling a more profitable product mix. We continue to see a
shift to mobility products in Global Consumer and our other segments as notebooks become more affordable. In response to this
environment, we have updated our business model for Global Consumer and have entered into a limited number of retail
distribution arrangements to complement and extend the existing direct business. In the fourth quarter of Fiscal 2008, the Global
Consumer business began to improve and posted revenue growth of 16% over the fourth quarter of Fiscal 2007, which reflects
changes we have made to the business to reignite growth, including introducing four notebook families for consumers in six
months. In Fiscal 2009, we expect to continue to expand our product offerings by launching 50% more new notebooks than in
Fiscal 2008.

For additional information regarding our reportable segments, see Note 11 of Notes to Consolidated Financial Statements included in
“Part Il — Item 8 — Financial Statements and Supplementary Data.”
Revenue by Product and Services Categories

The following table summarizes our net revenue by product category:

Fiscal Year Ended
February 1, 2008 February 2, 2007 February 3, 2006
% of % of % of
Dollars Revenue Dollars Revenue Dollars Revenue

(in millions, except percentage)
Net revenue:

Desktop PCs $ 19,573 32% $ 19,815 34% $ 21,568 39%
Mobility 17,423 28% 15,480 27% 14,372 25%
Software and peripherals 9,908 16% 9,001 16% 8,329 15%
Servers and networking 6,474 11% 5,805 10% 5,449 10%
Services 5,320 9% 5,063 9% 4,207 8%
Storage 2.435 4% 2,256 4% 1,863 3%
Net revenue $ 61,133 100% $ 57,420 100% $ 55,788 100%

e Desktop PCs — During Fiscal 2008, revenue from desktop PCs (which includes desktop computer systems and workstations)
decreased slightly from Fiscal 2007 revenue on a unit decline of 2% even though worldwide industry unit sales grew 5% during
calendar 2007. The decline was primarily due to us being out of product feature and price position and consumers’ migration to
mobility products. Our Global Consumer segment continued to perform below expectation in Fiscal 2008 with a significant
year-over-year decrease in desktop revenue of 13%. Global Consumer was the primary contributor to our worldwide full year
decline in desktop revenue with Americas Commercial also contributing to the weaker performance during Fiscal 2008 as
compared to Fiscal 2007. This decline was partially offset by a strong performance in APJ Commercial where desktop revenue
and units both increased 13% during Fiscal 2008 over prior year. We will likely see rising user demand for mobility products in
the foreseeable future that will contribute to a slowing demand for desktop PCs as mobility growth is expected to outpace
desktop growth at a rate of approximately six-to-one. In Fiscal 2008, we introduced Vostro™ desktops specifically designed to
meet the needs of small business customers.

e Mobility — In Fiscal 2008, revenue from mobility products (which includes notebook computers and mobile workstations) grew
13% year-over-year on unit growth of 16%. The growth was led by the APJ Commercial and EMEA Commercial segments with
35% and 23% increases in revenue year-over-year, respectively, while Americas Commercial revenue increased 9%. Unit

shipments grew year-
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over-year in these three segments by 32%, 30%, and 19%, respectively. Global Consumer mobility units were flat during Fiscal
2008 as compared to Fiscal 2007. Even though we posted double-digit mobility growth during Fiscal 2008, according to IDC,
industry mobility shipments grew 34% during calendar 2007. To capitalize on the industry growth in mobility, we have separated
our consumer and commercial design functions—focusing our consumer team on innovation and shorter design cycles. As a
result, we have launched four consumer notebook families in the past six months, including Inspiron™ color laptops and XPS™
laptops, for which the demand has been better than expected. We also introduced Vostro™ laptops, specifically designed to meet
the needs of small business customers. During the fourth quarter of Fiscal 2008, we launched our first tablet—the Latitude™ XT,
the industry’s only sub-four pound convertible tablet with pen and touch capability. As notebooks become more affordable and
wireless products become standardized, demand for our mobility products continues to be strong, producing robust
year-over-year revenue and unit growth. We are likely to see sustained growth in our mobility products in the foreseeable future
due to the continued industry-wide migration from desktop PCs to mobility products.

In Fiscal 2007, revenue from mobility products grew by 8% year-over-year as compared to 20% in the previous year. The impact
of the diminished growth was particularly acute in the U.S. and led to a loss of share as compared to Fiscal 2006. The slow
growth resulted from both our product feature set and related value offering, particularly in the consumer business, as well as our
inability to reach certain customer sets.

* Software and Peripherals — In Fiscal 2008, revenue from software and peripherals (“S&P”) (which includes Dell-branded
printers, monitors not sold with systems, plasma and LCD televisions, projectors, and a multitude of competitively priced
third-party printers, televisions, software, digital cameras, and other products) increased 10% year-over-year. EMEA
Commercial lead S&P revenue growth with a year-over-year increase of 18%, and Americas Commercial and APJ Commercial
revenue growth was 13% and 12%, respectively, during Fiscal 2008 as compared to Fiscal 2007. The increase in S&P revenue is
primarily attributable to strength in imaging and printing, digital displays, and software licensing. With the acquisition of ASAP,
a leading software solutions and licensing services provider, in the fourth quarter of Fiscal 2008, we now offer products from
over 2,000 software publishers.

In Fiscal 2007, revenue from software and peripherals increased 8% year-over-year. This increase was primarily attributable to a
12% year-over-year increase in software revenue that was offset by declines in our imaging product revenue.

» Servers and Networking — In Fiscal 2008, servers and networking revenue grew 12% on unit growth of 6% year-over-year as
compared to industry unit growth of 8%. Our unit growth was slightly behind the growth in the overall industry, while we
improved our product feature sets by transitioning to new platforms, and as we managed through the realignment of certain
portions of our sales force to address sales execution deficiencies. A significant portion of the revenue growth is due to higher
average selling prices, which increased 5% during Fiscal 2008 as compared to the prior year. Fourth quarter year-over-year
revenue growth of 2% was below industry growth and our expectations as conservatism in the U.S. commercial sectors affected
sales of our server products. All regions experienced strong year-over-year revenue growth with APJ Commercial leading the
way with 21% growth on unit growth of 6%; additionally, server and networking revenue increased 16% and 8% in EMEA
Commercial and Americas Commercial, respectively. For Fiscal 2008, we were again ranked number one in the United States
with a 34% share in server units shipped; worldwide we were second with a 25% share. Servers and networking remains a
strategic focus area. Late in the fourth quarter, we launched our 10G blade servers—the most energy efficient blade server
solution on the market. Our PowerEdge servers are ranked number one in server benchmark testing for overall performance,
energy efficiency, and price.

In Fiscal 2007, servers and networking revenue grew 7% on unit growth of 6% year-over-year. During Fiscal 2007 we
introduced our new ninth generation (9G) PowerEdge servers with Intel’s Xeon 5100 series processors, and we began shipping
two new PowerEdge servers featuring AMD Opteron™ processors, providing our customers with an additional choice for
high-performance two-socket and four-socket systems. We also launched the industry’s first standards-based Quad-Core
processors for two-socket blade, rack, and tower servers.

* Services — In Fiscal 2008, revenue from services (which includes the sale and servicing of our extended product warranties)
increased 5% year-over-year compared to a 20% increase in Fiscal 2007. EMEA Commercial drove services revenue growth
with a 32% increase in Fiscal 2008 as compared to Fiscal 2007, and Americas Commercial contributed with 9% revenue growth.
This growth was offset by revenue declines in Global Consumer and APJ Commercial of 25% and 13%, respectively. Strong
Fiscal 2008 services sales increased our deferred service revenue balance by approximately $1.0 billion in Fiscal 2008, a 25%
increase to approximately $5.3 billion. In Fiscal 2007, our deferred service revenue increased $514 million or 14% to
approximately $4.2 billion. During Fiscal 2008, we acquired a number of service technologies and capabilities through strategic
acquisitions of certain companies. These capabilities are being used to build-out our mix of service offerings. In the first quarter
of Fiscal 2009, we introduced ProSupport, which distilled ten service offerings down to two customizable packages spanning our
commercial product and solutions portfolios with flexible options for service level and proactive management.
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In Fiscal 2007, revenue from services increased 20% year-over-year. We introduced our new Platinum Plus offering during
Fiscal 2007, which contributed to an increase in our premium service contracts.

. Storage — In Fiscal 2008, storage revenue increased 8% as compared to a 21% increase in Fiscal 2007. The revenue growth was
led by EMEA Commercial, which experienced strong growth of 18%; additionally, APJ Commercial and Americas Commercial
increased 10% and 5%, respectively. In Fiscal 2008, we expanded both our PowerVault and Dell | EMC solutions that drove both
additional increases in performance and customer value. During the fourth quarter of Fiscal 2008, we completed the acquisition
of EqualLogic, Inc., an industry leader in iSCSI SANs. With this acquisition, we now provide much broader product offerings
for small and medium business consumers. Industry analysts believe that the iISCSI SAN space is expected to grow over 125%
annually over the next five years.

In Fiscal 2007, storage revenue sustained double-digit growth with a 21% year-over-year increase. In Fiscal 2007, we also
announced a five-year extension to our partnership with EMC. These portfolio enhancements continue to deliver lower cost
solutions for our customers.

Gross Margin

The following table presents information regarding our gross margin during each of the past three fiscal years:

Fiscal Year Ended
February 1, 2008 February 2, 2007 February 3, 2006
% of % of % of
Dollars Revenue Dollars Revenue Dollars Revenue
(in millions, except percentages)
Net revenue $61,133 100.0% $57,420 100.0% $55,788 100.0%
Gross margin $11,671 19.1% $ 9,516 16.6% $ 9,891 17.7%

During Fiscal 2008, our gross margin increased in absolute dollars and as a percentage of revenue from Fiscal 2007, driven by greater
cost declines. The cost environment was more favorable in the first half of Fiscal 2008 than the second half. Our gross margin
percentage was 18.8% in the fourth quarter of Fiscal 2008 as compared to 19.3% in the first quarter of Fiscal 2008. The fourth quarter
was positively impacted by a $58 million reduction in accrued liabilities for a one-time adjustment related to a favorable ruling by the
German Federal Supreme Court on a copyright levy case. We continue to evolve our inventory and manufacturing business model to
capitalize on component cost declines, and we continuously negotiate with our suppliers in a variety of areas including availability of
supply, quality, and cost. We continue to expand our utilization of original design manufacturers, manufacturing outsourcing
relationships, and new distribution strategies to better meet customer needs and reduce product cycle times. Our goal is to introduce
the latest relevant technology more quickly and to rapidly pass on component cost savings to a broader set of our customers
worldwide. As we continue to evolve our inventory and manufacturing business model to capitalize on component cost declines, we
continuously negotiate with our suppliers in a variety of areas including availability of supply, quality, and cost. These real-time
continuous supplier negotiations support our business model, which is able to respond quickly to changing market conditions due to
our direct customer model and real-time manufacturing. Because of the fluid nature of these ongoing negotiations, the timing and
amount of supplier discounts and rebates vary from time to time. In addition, a focus on more richly configured customer solutions
and a better mix of products and services yielded a better balance of profitability and revenue growth. In general, gross margin and
margins on individual products will remain under downward pressure due to a variety of factors, including continued industry wide
global pricing pressures, increased competition, compressed product life cycles, potential increases in the cost and availability of raw
materials, and outside manufacturing services. In response to these competitive pricing pressures, we expect to continue to take
pricing actions with respect to our products. We are continuing to identify opportunities to improve our competitiveness, including
lowering costs and improving productivity. One example of these opportunities is our announcement on March 31, 2008, that we will
close our desktop manufacturing facility in Austin, Texas. In addition, we will take further actions to reduce total costs in
procurement, product design, and transformation costs. Initial benefits of these opportunities are expected in the second half of Fiscal
2009.

In Fiscal 2007, our gross margin declined as compared to Fiscal 2006, while revenue increased year-over-year. Throughout Fiscal
2007, industry-wide competition put pressure on average selling prices while our pricing and product strategy evolved. In Fiscal 2007,
we added a second source of micro processors (“chip sets”) ending a long-standing practice of sourcing from only one manufacturer.
We believe that moving to more than one supplier of chip sets is beneficial for customers long-term, as it adds choice and ensures
access to the most current technologies. During the transition from sole to dual sourcing of chip sets, gross margin was negatively
impacted as we re-balanced our product and category mix. In addition, commodity price declines stalled during Fiscal 2007.
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Operating Expenses

The following table presents information regarding our operating expenses during each of the past three fiscal years:

Fiscal Year Ended
February 1, 2008 February 2, 2007 February 3, 2006
% of % of % of
Dollars Revenue Dollars Revenue Dollars Revenue

(in millions, except percentages)
Operating expenses:
Selling, general, and

administrative $ 7,538 12.4% $ 5,948 10.3% $§ 5,051 9.0%
Research, development, and
engineering 610 1.0% 498 0.9% 458 0.8%
In-process research and
development 83 0.1% — — — —
Operating expenses $§ 8231 13.5% $ 6,446 11.2% $ 5,509 9.8%

» Selling, General, and Administrative — During Fiscal 2008, selling, general, and administrative expenses increased 27% to
$7.5 billion. The increase was primarily due to investigation costs, higher compensation and benefits expense, and increased outside
consulting fees. Expenses related to the United States Securities and Exchange Commission (“SEC”) and Audit Committee
investigations were $160 million and $100 million for Fiscal 2008 and Fiscal 2007, respectively. Fiscal 2008 results also include
$76 million (of the total of $107 million) of additional expense for cash payments for expiring stock options, and selling, general,
and administrative expenses related to headcount and infrastructure reductions were $92 million. In addition, compensation related
expenses, which includes the aforementioned expiring stock options expense and headcount reductions, increased in Fiscal 2008
compared to Fiscal 2007. Employee bonus expense also increased substantially in Fiscal 2008 compared to Fiscal 2007 when
bonuses were paid at a reduced amount.

During Fiscal 2007, selling, general, and administrative expenses increased 18% to $5.9 billion, compared to $5.1 billion for Fiscal
2006. The increase in Fiscal 2007 as compared to Fiscal 2006 was primarily attributed to increased compensation costs and outside
consulting services. The compensation increase was largely due to increased stock-based compensation expense due to the adoption
of SFAS 123(R) ($272 million), and the higher outside consulting services costs were mainly due to the SEC and Audit Committee
investigations ($100 million). In addition, during Fiscal 2007, we made incremental customer experience investments of

$150 million to improve customer satisfaction, repurchase preferences, as well as technical support. As a result, we increased our
headcount through direct hiring and replacing of temporary staff with regular employees.

* Research, Development, and Engineering — Research, development, and engineering expenses increased 22% to $610 million
compared to $498 million in Fiscal 2007. The increase in research, development, and engineering was primarily driven by
significantly higher compensation costs. The higher compensation costs are partially attributed to increased focused investments in
research and development (“R&D”), which are critical to our future growth and competitive position in the marketplace. During
Fiscal 2008, we implemented our “Simplify IT” initiative for our customers. R&D is the foundation for this initiative, which is
aimed at allowing customers to deploy IT faster, run IT at a lower total cost, and grow IT smarter. In Fiscal 2007, research,
development, and engineering expense increased in absolute dollars compared to Fiscal 2006 due to increased staffing levels,
product development costs, and stock-based compensation expense resulting from the adoption of SFAS 123(R).

We manage our research, development, and engineering spending by targeting those innovations and products most valuable to our
customers, and by relying upon the capabilities of our strategic partners. We will continue to invest in research, development, and
engineering activities to support our growth and to provide for new, competitive products. We obtained 1,954 worldwide patents
and have applied for 2,196 additional worldwide patents at February 1, 2008.

* In-Process Research and Development — We recognized in-process research and development (“IPR&D”) charges in connection
with acquisitions accounted for as business combinations, as more fully described in Note 7 of Notes to Consolidated Financial
Statements included in “Part Il — Item 8 — Financial Statements and Supplementary Data.” During Fiscal 2008, we recorded
IPR&D charges of $83 million. Prior to Fiscal 2008, there were no IPR&D charges related to acquisitions.

On May 31, 2007, we announced that we had initiated a comprehensive review of costs across all processes and organizations with the
goal to simplify structure, eliminate redundancies, and better align operating expenses with the current business environment and
strategic growth opportunities. These efforts are continuing. Since this announcement and through the end of Fiscal 2008, we have
reduced headcount by 3,200, excluding acquisitions, and strategically closed some of our facilities. As noted above, we expect to take
further action to continue to reduce our cost structure in Fiscal 2009 to improve our competitiveness and increase productivity.
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Stock-Based Compensation

We use the 2002 Long-Term Incentive Plan, amended in December 2007, for stock-based incentive awards. These awards can be in
the form of stock options, stock appreciation rights, stock bonuses, restricted stock, restricted stock units, performance units, or
performance shares.

Stock-based compensation expense totaled $436 million for Fiscal 2008, compared to $368 million and $17 million for Fiscal 2007
and Fiscal 2006, respectively. The increase in Fiscal 2008 and Fiscal 2007 as compared to Fiscal 2006 is due to the implementation of
SFAS 123(R) and cash payments of $107 million made for expired in-the-money stock options discussed below. We adopted SFAS
123(R) using the modified prospective transition method under SFAS 123(R) effective the first quarter of Fiscal 2007. Included in
stock-based compensation for Fiscal 2008 and Fiscal 2007 is the fair value of stock-based awards earned during the year, including
restricted stock, restricted stock units, and stock options, as well as the discount associated with stock purchased under our employee
stock purchase plan (“ESPP”’). The ESPP was discontinued effective February 2008 as part of an overall assessment of our benefits
strategy. Prior to the adoption of SFAS 123(R), we accounted for our equity incentive plans under the intrinsic value recognition and
measurement principles of Accounting Principles Board Opinion (APB) No. 25, Accounting for Stock Issued to Employees, (“APB
25”) and its related interpretations. Accordingly, stock-based compensation for the fair value of employee stock options with no
intrinsic value at the grant date and the discount associated with the stock purchase under our ESPP was not recognized in net income
prior to Fiscal 2007. For further discussion on stock-based compensation, see Note 5 of Notes to Consolidated Financial Statements
included in “Part Il — Item 8 — Financial Statements and Supplementary Data.”

At February 1, 2008 there was $93 million and $600 million of total unrecognized stock-based compensation expense related to stock
options and non-vested restricted stock, respectively, with the unrecognized stock-based compensation expense expected to be
recognized over a weighted-average period of 2.0 years and 1.9 years, respectively. At February 2, 2007 there was $139 million and
$356 million of total unrecognized stock-based compensation expense related to stock options and non-vested restricted stock,
respectively, with the unrecognized stock-based compensation expense expected to be recognized over a weighted-average period of
1.7 years and 2.4 years, respectively.

Due to our inability to timely file our Annual Report on Form 10-K for Fiscal 2007, we suspended the exercise of employee stock
options, the vesting of restricted stock units, and the purchase of shares under the ESPP on April 4, 2007. As a result, we agreed to pay
cash to current and former employees who held in-the-money stock options (options that had an exercise price less than the then
current market price of the stock) that expired during the period of unexercisability. We made payments of approximately

$107 million in Fiscal 2008 relating to expired in-the-money stock options. We are now current in our periodic reporting obligations
and, accordingly, are permitting the exercise of employee stock options by employees and the vesting of restricted stock units. As
options have again become exercisable, we do not expect to pay cash for expired in-the-money stock options in the future.

Investment and Other Income, net

The table below provides a detailed presentation of investment and other income, net for Fiscal 2008, 2007, and 2006.

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)
Investment and other income, net:
Investment income, primarily interest $ 496 $ 368 $ 308
Gains (losses) on investments, net 14 ®) 2
Interest expense 45) (45) (29)
CIT minority interest (29) (23) 27)
Foreign exchange 30) 37 3
Gain on sale of building — 36 —
Other (19) 19) 27)
Investment and other income, net $ 387 $ 275 $ 226

The increase in investment income from Fiscal 2007 to Fiscal 2008 is primarily due to earnings on higher average balances of cash
equivalents and investments, partially offset by lower interest rates. In Fiscal 2007, investment income increased from the prior year
primarily due to rising interest rates, partially offset by a decrease in interest income earned on lower average balances of cash
equivalents and investments. The gains in Fiscal 2008 as compared to losses in Fiscal 2007 and Fiscal 2006 are mainly the result of
sales of securities. The increase from Fiscal 2006 to Fiscal 2007 in interest expense is due to an increase in the effective rate on the
debt swap agreements and the
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start of the commercial paper program in Fiscal 2007. The increase in foreign exchange loss in Fiscal 2008 and Fiscal 2007 relative to
Fiscal 2006 is mainly due to higher net losses on derivative instruments. The gain on sale of building relates to the sale of a building in
EMEA.

Income Taxes

Our effective tax rate was 23.0%, 22.8%, and 21.8% for Fiscal 2008, 2007, and 2006, respectively. The differences between our
effective tax rate and the U.S. federal statutory rate of 35% principally result from our geographical distribution of taxable income and
permanent differences between the book and tax treatment of certain items. We reported an effective tax rate of approximately 23.0%
for Fiscal 2008, as compared to 22.8% for Fiscal 2007. In the fourth quarter of Fiscal 2008, we were able to access $5.3 billion in cash
from a subsidiary outside of the U.S. to fund share repurchases, acquisitions, and the continued growth of DFS. Accessing the cash
slightly increased our effective tax rate. The taxes related to accessing the foreign cash and nondeductibility of the in-process research
and development acquisition charges were offset primarily by the increase of our consolidated profitability in lower tax rate
jurisdictions during Fiscal 2008. For Fiscal 2007, we reported an effective tax rate of approximately 22.8%, as compared to 21.8% for
Fiscal 2006. The increase in our Fiscal 2007 effective tax rate compared to Fiscal 2006 is due to the $85 million tax reduction in the
second quarter of Fiscal 2006 discussed below, offset by a higher proportion of our operating profits being generated in lower foreign
tax jurisdictions during Fiscal 2007. Our foreign earnings are generally taxed at lower rates than in the United States. As a result, sales
growth and related profit earned outside of the U.S. in lower tax jurisdictions is expected to lower our operational effective tax rate in
future periods.

We adopted Financial Accounting Standards Board (FASB) Interpretation No. 48, Accounting for Uncertainty in Income Taxes —
an Interpretation of FASB Statement No. 109 (“FIN 48”) effective February 3, 2007. FIN 48 clarifies the accounting and reporting for
uncertainties in income taxes recognized in our financial statements in accordance with SFAS No. 109, Accounting for Income Taxes
(“SFAS 109”). FIN 48 prescribes a comprehensive model for the financial statement recognition, measurement, presentation, and
disclosure of uncertain tax positions taken or expected to be taken in income tax returns. The adoption of FIN 48 resulted in a decrease
to stockholders’ equity of approximately $62 million in the first quarter of Fiscal 2008. For a further discussion of the impact of FIN
48, see Note 3 of Notes to Consolidated Financial Statements included in “Part I — Item 8 — Financial Statements and
Supplementary Data.”

On October 22, 2004, the American Jobs Creation Act of 2004 was signed into law. Among other items, that act created a temporary
incentive for U.S. multinationals to repatriate accumulated income earned outside the U.S. at an effective tax rate of 5.25%, versus the
U.S. federal statutory rate of 35%. In the fourth quarter of Fiscal 2005, we recorded an initial estimated income tax charge of

$280 million based on the decision to repatriate $4.1 billion of foreign earnings. This tax charge included an amount relating to a
drafting oversight that Congressional leaders expected to correct in calendar year 2005. On May 10, 2005, the Department of Treasury
issued further guidance that addressed the drafting oversight. In the second quarter of Fiscal 2006, we reduced our original estimate of
the tax charge by $85 million as a result of the guidance issued by the Treasury Department. At February 3, 2006, we had completed
the repatriation of the $4.1 billion in foreign earnings.

Financing Receivables and Off-Balance Sheet Arrangements

Financing Receivables — At February 1, 2008, our financing receivables balance was $2.1 billion of which $1.6 billion represented
customer receivables. Customer receivables increased 16% from our balance at February 2, 2007. This increase primarily reflects our
contractual right to fund a greater percentage of customer receivables as CIT’s funding rights decrease. As our funding rights increase,
we expect continued growth in customer financing receivables, subject to the outcome of the strategic review noted below. To manage
this growth, we will continue to balance the use of our own working capital and other sources of liquidity. The key decision factors in
the analysis are the cost of funds, required credit enhancements, and the ability to access the capital markets. Of the customer
receivables balance, $444 million represented balances which were due from CIT in connection with specified promotional programs.
Given the recent volatility in the credit markets, we are closely monitoring all of our customer receivables and are actively pursuing
alternative strategies to mitigate any potential balance sheet risk. Based on our assessment of these customer receivables and the
associated risks, we believe that we are adequately reserved. See Note 6 of Notes to Consolidated Financial Statements included in
“Part I — Item 8 — Financial Statements and Supplementary Data” for additional information.

We closely monitor credit risk of our entire portfolio. Our investment in credit risk management resources and tools allow us to
constantly evaluate our portfolio credit risk. During Fiscal 2008, we took underwriting actions, including reducing our credit approval
rate of subprime customers, in order to protect our portfolio from the deteriorating credit environment. We will continue to assess our
portfolio risk and take additional underwriting actions, as we deem necessary. Subprime consumer receivables comprise less than 20%
of the net customer financing receivables balance at February 1, 2008.

We maintain an allowance for losses to cover probable financing receivable credit losses. The allowance for losses is determined
based on various factors, including historical experience, past due receivables, receivable type, and customer risk profile. Substantial
changes in the economic environment or any of the factors mentioned above could change the expectation of anticipated credit losses.
As of February 1,
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2008 and February 2, 2007, the allowance for financing receivable losses was $96 million and $39 million, respectively. A 10%
change in this allowance would not be material to our consolidated results. See Note 6 of Notes to Consolidated Financial Statements
included in “Part Il — Item 8 — Financial Statements and Supplementary Data” for additional information.

We announced on March 31, 2008, that we are undertaking a strategic assessment of ownership alternatives for DFS financing
activities. The assessment will primarily focus on the consumer and small-and-medium business revolving credit financing receivables
and operations in the U.S., but may also include commercial leasing. The outcome of the assessment will depend on the customer,
capital, and economic impact of alternative ownership structures. It is possible the assessment will result in no change to the
ownership and/or operating structure. We expect to complete our assessment in the third quarter of Fiscal 2009.

Asset Securitization — During Fiscal 2008, we continued to sell customer financing receivables to unconsolidated qualifying special
purpose entities. The qualifying special purpose entities are bankruptcy remote legal entities with assets and liabilities separate from
ours. The sole purpose of the qualifying special purpose entities is to facilitate the funding of customer receivables in the capital
markets. Once sold, these receivables are off-balance sheet. We determined the amount of receivables to securitize based on our
funding requirements in conjunction with specific selection criteria designed for the transaction.

Off-balance sheet securitizations involve the transfer of customer financing receivables to unconsolidated qualifying special purpose
entities that are accounted for as a sale in accordance with SFAS No. 140, Accounting for Transfers and Servicing of Financial Assets
and Extinguishment of Liabilities, (“SFAS 140). Upon the sale of the customer receivables, we recognize a gain on the sale and retain
an interest in the assets sold. The gain on sale ranges from 1% to 3% of the customer receivables sold. The unconsolidated qualifying
special purpose entities have entered into financing arrangements with various multi-seller conduits that, in turn, issue asset-backed
debt securities in the capital markets. During Fiscal 2008 and Fiscal 2007, we sold $1.2 billion and $1.1 billion, respectively, of
customer receivables to unconsolidated qualifying special purpose entities. The principal balance of the securitized receivables at the
end of Fiscal 2008 and Fiscal 2007 was $1.2 billion and $1.0 billion, respectively.

We provide credit enhancement to the securitization in the form of over-collateralization. Receivables transferred to the qualified
special purpose entities exceed the level of debt issued. We retain the right to receive collections for assets securitized exceeding the
amount required to pay interest, principal, and other fees and expenses (referred to as retained interest). Our retained interest in the
securitizations is determined by calculating the present value of these excess cash flows over the expected duration of the transactions.
Our risk of loss related to securitized receivables is limited to the amount of our retained interest. We service securitized contracts and
earn a servicing fee. Our securitization transactions generally do not result in servicing assets and liabilities, as the contractual fees are
adequate compensation in relation to the associated servicing cost.

In estimating the value of the retained interest, we make a variety of financial assumptions, including pool credit losses, payment rates,
and discount rates. These assumptions are supported by both our historical experience and anticipated trends relative to the particular
receivable pool. We review our investments in retained interests periodically for impairment, based on their estimated fair value. All
gains and losses are recognized in income immediately. Retained interest balances and assumptions are disclosed in Note 6 of Notes to
Consolidated Financial Statements included in “Part Il — Item 8 — Financial Statements and Supplementary Data.”

Our securitization programs contain standard structural features related to the performance of the securitized receivables. These
structural features include defined credit losses, delinquencies, average credit scores, and excess collections above or below specified
levels. In the event one or more of these features are met and we are unable to restructure the program, no further funding of
receivables will be permitted and the timing of expected retained interest cash flows will be delayed which would impact the valuation
of our retained interest. Should these events occur, we do not expect a material adverse effect on the valuation of the retained interest
or on our ability to securitize financing receivables.

Current capital markets are experiencing an unusual period of volatility and reduced liquidity that we expect will result in higher costs
and increasing credit enhancements for funding of financial assets. Our exposure to the capital markets will increase as we continue to
fund additional financing receivables. We do not expect current capital market conditions to limit our ability to access liquidity for
funding financing receivables in the future, as we continue to find funding sources in the capital markets.
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Liquidity, Capital Commitments, and Contractual Cash Obligations

Liquidity

Our cash balances are held in numerous locations throughout the world, including substantial amounts held outside of the U.S.;
however, the majority of our cash and investments that are located outside of the U.S. are denominated in the U.S. dollar. Most of the
amounts held outside of the U.S. could be repatriated to the U.S., but, under current law, would be subject to U.S. federal income
taxes, less applicable foreign tax credits. Repatriation of some foreign balances is restricted by local laws. We have provided for the
U.S. federal tax liability on these amounts for financial statement purposes except for foreign earnings that are considered indefinitely
reinvested outside of the U.S. Repatriation could result in additional U.S. federal income tax payments in future years. We utilize a
variety of tax planning and financing strategies with the objective of having our worldwide cash available in the locations in which it
is needed. In the fourth quarter of Fiscal 2008, we were able to access $5.3 billion in cash from a subsidiary outside of the U.S. The
cash was used to fund shares repurchases, acquisitions, and the growth of DFS.

We use cash generated by operations as our primary source of liquidity and believe that internally generated cash flows are sufficient
to support business operations. However, to further supplement domestic liquidity, we anticipate that we will access the capital
markets in the first half of Fiscal 2009. This action is contingent upon appropriate market conditions. We intend to establish the
appropriate debt levels based upon cash flow expectations, cash requirements for operations, discretionary spending—including items
such as share repurchases and acquisitions—and the overall cost of capital. We do not believe that the overall credit concerns in the
markets would impede our ability to access the capital markets because of the overall strength of our financial position.

We ended Fiscal 2008 with $9.5 billion in cash and investments compared to $12.4 billion at the end of Fiscal 2007. The decrease in
cash and investments from Fiscal 2007 was a result of spending $4.0 billion on share repurchases and a net $2.2 billion on
acquisitions, partially offset by internally generated cash flows. See “Market Risk™ for discussion related to exposure to changes in the
market value of our investment portfolio. In Fiscal 2008, we continued to maintain strong liquidity with cash flows from operations of
$3.9 billion, compared to $4.0 billion in Fiscal 2007. The following table summarizes our ending cash, cash equivalents, and
investments balances and contains a summary of our Consolidated Statements of Cash Flows for the past three fiscal years:

February 1, February 2,
2008 2007
(in millions)

Cash, cash equivalents, and investments:

Cash and cash equivalents $ 7,764 $ 9,546
Debt securities 1,657 2,784
Equity and other securities 111 115
Cash, cash equivalents and investments $ 9,532 $ 12445
Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006

(in millions)

Net cash flow provided by (used in):

Operating activities $ 3,949 $ 3,969 $ 4,751
Investing activities (1,763) 1,003 4,149
Financing activities (4,120) (2,551) (6,252)
Effect of exchange rate changes on cash and cash equivalents 152 71 (73)
Net (decrease) increase in cash and cash equivalents $ (1,782) $ 2,492 $ 2,575

e Operating Activities — Cash flows from operating activities during Fiscal 2008, 2007, and 2006 resulted primarily from net
income, which represents our principal source of cash. In Fiscal 2008, the slight decrease in operating cash flows was primarily due
to changes in working capital slightly offset by the increase in net income. In Fiscal 2007, the decrease in operating cash flows was
primarily led by a decrease in net income, slightly offset by changes in working capital. See discussion of our cash conversion cycle
in “Key Performance Metrics” below.
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Upon adopting SFAS 123(R) in the first quarter of Fiscal 2007, the excess tax benefits associated with employee stock
compensation are classified as a financing activity; however, the offset reduces cash flows from operations. In Fiscal 2008 and
2007, the excess tax benefit was $12 million and $80 million, respectively. Prior to adopting SFAS 123(R), operating cash flows
were impacted by income tax benefits that resulted from the exercise of employee stock options. These tax benefits totaled

$224 million in Fiscal 2006. These benefits are the tax effects of corporate income tax deductions (that are considered taxable
income to the employee) that represent the amount by which the fair value of our stock exceeds the option strike price on the day
the employee exercises a stock option. The decline in tax benefits in Fiscal 2008 and Fiscal 2007 from Fiscal 2006 is due to fewer
stock option exercises.

Key Performance Metrics — Our direct business model allows us to maintain an efficient asset management system in comparison
to our major competitors. We are capable of minimizing inventory risk while collecting amounts due from customers before paying
vendors, thus allowing us to generate annual cash flows from operating activities that typically exceed net income. The following
table presents the components of our cash conversion cycle for the fourth quarter of each of the past three fiscal years:

February 1, February 2, February 3,
2008 2007 2006

Days of sales outstanding(a) 36 31 29

Days of supply in inventory(b) 8 5 5

Days in accounts payable(c) (80) (a3 an
Cash conversion cycle (36) (42) “3)

(a) Days of sales outstanding (“DSO”) calculates the average collection
period of our receivables. DSO is based on the ending net trade
receivables and the most recent quarterly revenue for each period.
DSO also includes the effect of product costs related to customer
shipments not yet recognized as revenue that are classified in other
current assets. DSO is calculated by adding accounts receivable, net of
allowance for doubtful accounts, and customer shipments in transit
and dividing that sum by average net revenue per day for the current
quarter (90 days). At February 1, 2008, February 2, 2007, and
February 3, 2006, DSO and days of customer shipments not yet
recognized were 33 and 3 days, 28 and 3 days, and 26 and 3 days,
respectively.

(b) Days of supply in inventory (“DSI”’) measures the average number of
days from procurement to sale of our product. DSI is based on ending
inventory and most recent quarterly cost of sales for each period. DSI
is calculated by dividing inventory by average cost of goods sold per
day for the current quarter (90 days).

(c) Days in accounts payable (“DPO”) calculates the average number of
days our payables remain outstanding before payment. DPO is based
on ending accounts payable and most recent quarterly cost of sales for
each period. DPO is calculated by dividing accounts payable by
average cost of goods sold per day for the current quarter (90 days).

Our cash conversion cycle worsened by six days at February 1, 2008, as compared to February 2, 2007. This deterioration was
driven by a five day increase in DSO largely attributed to timing of payments from customers, a continued shift in sales mix from
domestic to international, and an increased presence in the retail channel. In addition, DSI increased by three days, which was
primarily due to strategic materials purchases. The DSO and DSI declines were offset by a two-day increase in DPO largely
attributed to an increase in the amount of strategic material purchases in inventory at the end of Fiscal 2008 and the number of
suppliers with extended payment terms as compared to Fiscal 2007.

Our cash conversion cycle deteriorated one day at February 2, 2007, from February 3, 2006. This decline was driven by a two-day
increase in DSO largely attributed to higher percentage of our revenue coming from outside the U.S., where payment terms are
customarily longer and a higher percentage of revenue occurring at the end of the period. This decline was offset by a one-day
increase in DPO largely attributed to an increase in the number of suppliers with extended payment terms as compared to Fiscal
2006.

We defer the cost of revenue associated with customer shipments not yet recognized as revenue until they are delivered. These
deferred costs are included in our reported DSO because we believe it presents a more accurate presentation of our DSO and cash
conversion cycle. These deferred costs are recorded in other current assets in our Consolidated Statements of Financial Position and
totaled $519 million, $424 million, and $417 million at February 1, 2008, February 2, 2007, and February 3, 2006, respectively.

 Investing Activities — Cash used in investing activities during Fiscal 2008 was $1.8 billion, as compared to $1.0 billion cash
provided by investing activities during Fiscal 2007 and $4.1 billion provided in Fiscal 2006. Cash generated or used in investing
activities principally consists of net maturities and sales or purchases of investments; net capital expenditures for property, plant,
and equipment; and cash used to fund strategic acquisitions, which was approximately $2.2 billion during Fiscal 2008. In Fiscal
2008 as compared to Fiscal 2007, we re-invested a lower amount of our proceeds from the maturity or sales of investments to build
liquidity for share repurchases and for cash payments made in connection with acquisitions. In Fiscal 2007 compared to Fiscal
2006, we had a lower amount of proceeds from maturities
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and sales of investments, and this was partially offset by an increase in capital expenditures as we continued to focus on investing
in our global infrastructure in order to support our rapid global growth.

» Financing Activities — Cash used in financing activities during Fiscal 2008 was $4.1 billion, as compared to $2.6 billion in Fiscal
2007 and $6.3 billion in Fiscal 2006. Financing activities primarily consist of the repurchase of our common stock, partially offset
by proceeds from the issuance of common stock under employee stock plans and other items. In Fiscal 2008, the year-over-year
increase in cash used in financing activities was due primarily to the repurchase of our common stock as the temporary suspension
of our share repurchase program ended in the fourth quarter of Fiscal 2008. In Fiscal 2008, we repurchased approximately
179 million shares at an aggregate cost of $4.0 billion. In Fiscal 2007, the year-over-year decrease in cash used in financing
activities was due primarily to the suspension of our share repurchase program in September 2006. During Fiscal 2007, we
repurchased approximately 118 million shares at an aggregate cost of $3.0 billion compared to 204 million shares at an aggregate
cost of $7.2 billion in Fiscal 2006.

We believe our ability to generate cash flows from operations on an annual basis will continue to be strong, driven mainly by our
profitability, efficient cash conversion cycle, and the growth in our deferred service offerings. In order to augment our liquidity and
provide us with additional flexibility, we implemented a commercial paper program with a supporting credit facility on June 1,
2006. Under the commercial paper program, we issue, from time-to-time, short-term unsecured notes in an aggregate amount not to
exceed $1.0 billion. We use the proceeds for general corporate purposes. At February 1, 2008, there were no outstanding amounts
or advances under the commercial paper program or supporting credit facility.

We are increasingly relying upon access to the capital markets to fund financing for our customers and to provide sources of
liquidity in the U.S. for general corporate purposes, including share repurchases. We believe that we will be able to access the
capital markets to increase the size of our existing commercial paper program and to meet our liquidity needs. Although we believe
that we will be able to maintain sufficient access to the capital markets, even in light of the current market conditions, changes in
our credit ratings, deterioration in our business performance, or adverse changes in the economy could limit our access to these
markets. We intend to establish the appropriate debt levels based upon cash flow expectations, cash requirements for operations,
discretionary spending, including items such as share repurchases and acquisitions, and the overall cost of capital. We do not
believe that the overall credit concerns in the markets would impede our ability to access the capital markets because of the overall
strength of our financial position. See Note 2 of Notes to Consolidated Financial Statements included in “Part II — Item 8 —
Financial Statements and Supplementary Data” for further discussion of our commercial paper program.

Capital Commitments

Redeemable Common Stock — In prior years, we inadvertently failed to register with the SEC the issuance of some shares under
certain employee benefit plans. As a result, certain purchasers of common stock pursuant to those plans may have the right to rescind
their purchases for an amount equal to the purchase price paid for the shares, plus interest from the date of purchase. At February 1,
2008 and February 2, 2007, we have classified approximately 4 million shares ($94 million) and 5 million shares ($111 million),
respectively, that are subject to potential rescission rights outside of stockholders’ equity because the redemption features are not
within our control. We may also be subject to civil and other penalties by regulatory authorities as a result of the failure to register.
These shares have always been treated as outstanding for financial reporting purposes. See “Item 5 — Market for Registrant’s Common
Equity, Related Stockholder Matters, and Issuer Purchases of Equity Securities — Issuance of Unregistered Securities”.

Share Repurchase Program — We have a share repurchase program that authorizes us to purchase shares of common stock in order to
increase shareholder value and manage dilution resulting from shares issued under our equity compensation plans. However, we do
not currently have a policy that requires the repurchase of common stock in conjunction with share-based payment arrangements. On
December 3, 2007, our Board of Directors approved a new authorization for an additional $10.0 billion for share repurchases.

We typically repurchase shares of common stock through a systematic program of open market purchases. During Fiscal 2008, we
repurchased approximately 179 million shares of common stock for an aggregate cost of $4.0 billion as compared to 118 million
shares at an aggregate cost of $3.0 billion in Fiscal 2007 and 204 million shares at an aggregate cost of $7.2 billion in Fiscal 2006.
This significant decrease in share repurchases during Fiscal 2008 and Fiscal 2007 as compared to Fiscal 2006 is due to the temporary
suspension of our share repurchase program in September 2006. We recommenced our share repurchase program in the fourth quarter
of Fiscal 2008. For more information regarding share repurchases, see “Part I — Item 5 — Market for Registrant’s Common Equity,
Related Stockholder Matters and Issuer Purchases of Equity Securities.”

Capital Expenditures — During Fiscal 2008 and Fiscal 2007, we spent $831 million and $896 million, respectively, on property,
plant, and equipment primarily on our global expansion efforts and infrastructure investments in order to support future growth.
Product demand and mix, as well as ongoing efficiencies in operating and information technology infrastructure, influence the level
and prioritization of our capital expenditures. Capital expenditures for Fiscal 2009, related to our continued expansion worldwide, are
currently expected to reach
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approximately $850 million. These expenditures are expected to be funded from our cash flows from operating activities.

Restricted Cash — Pursuant to an agreement between DFS and CIT, we are required to maintain escrow cash accounts that are held as
recourse reserves for credit losses, performance fee deposits related to our private label credit card, and deferred servicing revenue.
Restricted cash in the amount of $294 million and $418 million is included in other current assets at February 1, 2008 and February 2,
2007, respectively.

Contractual Cash Obligations

The following table summarizes our contractual cash obligations at February 1, 2008.

Payments Due by Period
Fiscal Fiscal 2010- Fiscal 2012-
Total 2009 2011 2013 Beyond

(in millions)
Contractual cash obligations:

Debt () $ 529 $ 227 $ 2 $ — $ 300
Operating leases 487 92 138 92 165
Advances under credit facilities 23 23 — — —
Purchase obligations 893 544 348 1 —
Interest 451 33 45 43 330
Current portion of uncertain tax positions(b) 98 98 — — —
Contractual cash obligations $ 2481 § 1,017 $ 533 $ 136 § 795
(a) Changes in the fair value of the debt where the interest rate is hedged

with interest rate swap agreements are not included in the contractual
cash obligations for debt as the debt is expected to be settled at par at
its scheduled maturity date.

(b) The current portion of uncertain tax positions does not include
approximately $1.5 billion in additional liabilities associated with
uncertain tax positions that are not expected to be liquidated in Fiscal
2009. We are unable to reliably estimate the expected payment dates
for these additional non-current liabilities.

Debt — At February 1, 2008, we had outstanding $200 million in Senior Notes with the principal balance due April 15, 2008, and
$300 million in Senior Debentures with the principal balance due April 15, 2028. For additional information regarding these
issuances, see Note 2 of Notes to Consolidated Financial Statements included in “Part II — Item 8 — Financial Statements and
Supplementary Data,” which Note 2 is incorporated herein by reference.

Concurrent with the issuance of the Senior Notes and Senior Debentures, we entered into interest rate swap agreements converting our
interest rate exposure from a fixed rate to a floating rate basis to better align the associated interest rate characteristics to our cash and
investments portfolio. The interest rate swap agreements have an aggregate notional amount of $200 million maturing April 15, 2008,
and $300 million maturing April 15, 2028. The floating rates are based on three-month London Interbank Offered Rates plus 0.41%
and 0.79% for the Senior Notes and Senior Debentures, respectively. As a result of the interest rate swap agreements, our effective
interest rates for the Senior Notes and Senior Debentures were 5.9% and 6.2%, respectively, for Fiscal 2008.

Operating Leases — We lease property and equipment, manufacturing facilities, and office space under non-cancellable leases.
Certain of these leases obligate us to pay taxes, maintenance, and repair costs.

Advances Under Credit Facilities — Dell India Pvt Ltd., our wholly-owned subsidiary, maintains unsecured short-term credit
facilities with Citibank N.A. Bangalore Branch India (“Citibank India”) that provide a maximum capacity of $30 million to fund Dell
India’s working capital and import buyers credit needs. Financing is available in both Indian Rupees and foreign currencies. The
borrowings are extended on an unsecured basis based on our guarantee to Citibank U.S. Citibank India can cancel the facilities in
whole or in part without prior notice, at which time any amounts owed under the facilities will become immediately due and payable.
Interest on the outstanding loans is charged monthly and is calculated based on Citibank India’s internal cost of funds plus 0.25%. At
February 1, 2008, outstanding advances from Citibank India totaled $23 million, which are included in short-term borrowings on our
Consolidated Statement of Financial Position.

Purchase Obligations — Purchase obligations are defined as contractual obligations to purchase goods or services that are enforceable
and legally binding on us. These obligations specify all significant terms, including fixed or minimum quantities to be purchased,;
fixed, minimum, or variable price provisions; and the approximate timing of the transaction. Purchase obligations do not include
contracts that may be cancelled without penalty.
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We utilize several suppliers to manufacture sub-assemblies for our products. Our efficient supply chain management allows us to enter
into flexible and mutually beneficial purchase arrangements with our suppliers in order to minimize inventory risk. Consistent with
industry practice, we acquire raw materials or other goods and services, including product components, by issuing to suppliers
authorizations to purchase based on our projected demand and manufacturing needs. These purchase orders are typically fulfilled
within 30 days and are entered into during the ordinary course of business in order to establish best pricing and continuity of supply
for our production. Purchase orders are not included in the table above as they typically represent our authorization to purchase rather
than binding purchase obligations.

Purchase obligations increased to $893 million at February 1, 2008, from $570 million at February 2, 2007. The significant increase is
mainly due to the signing of a $450 million marketing services agreement with a vendor during the fourth quarter of Fiscal 2008,
partially offset by a $99 million decrease in purchase commitments related to the improvement and construction of facilities as several
projects were finished during Fiscal 2008, and a net decrease in our other purchase commitments.

Interest — See Note 2 of Notes to the Consolidated Financial Statements included in “Part II — Item 8 — Financial Statements and
Supplementary Data” for further discussion of our debt and related interest expense.

Market Risk

We are exposed to a variety of risks, including foreign currency exchange rate fluctuations and changes in the market value of our
investments. In the normal course of business, we employ established policies and procedures to manage these risks.

Foreign Currency Hedging Activities

Our objective in managing our exposures to foreign currency exchange rate fluctuations is to reduce the impact of adverse fluctuations
on earnings and cash flows associated with foreign currency exchange rate changes. Accordingly, we utilize foreign currency option
contracts and forward contracts to hedge our exposure on forecasted transactions and firm commitments in over 20 currencies in
which we transact business. The principal currencies hedged during Fiscal 2008 were the Euro, British Pound, Japanese Yen, and
Canadian Dollar. We monitor our foreign currency exchange exposures to ensure the overall effectiveness of our foreign currency
hedge positions. However, there can be no assurance that our foreign currency hedging activities will substantially offset the impact of
fluctuations in currency exchange rates on our results of operations and financial position. During Fiscal 2008, the U.S. dollar
weakened relative to the other principal currencies in which we transact business. However, as a result of our hedging activities,
foreign currency fluctuations did not have a significant impact on our results of operations and financial position during Fiscal 2008,
2007, and 2006.

Based on our foreign currency cash flow hedge instruments outstanding at February 1, 2008 and February 2, 2007, we estimate a
maximum potential one-day loss in fair value of approximately $57 million and $41 million, respectively, using a Value-at-Risk
(“VAR”) model. The VAR model estimates were made assuming normal market conditions and a 95% confidence level. We used a
Monte Carlo simulation type model that valued our foreign currency instruments against a thousand randomly generated market price
paths. Forecasted transactions, firm commitments, fair value hedge instruments, and accounts receivable and payable denominated in
foreign currencies were excluded from the model. The VAR model is a risk estimation tool, and as such, is not intended to represent
actual losses in fair value that will be incurred. Additionally, as we utilize foreign currency instruments for hedging forecasted and
firmly committed transactions, a loss in fair value for those instruments is generally offset by increases in the value of the underlying
exposure.

Cash and Investments

At February 1, 2008, we have $9.5 billion of total cash, cash equivalents, and investments. Our investment policy is to manage our
total cash and investments balances to preserve principal and maintain liquidity while maximizing the return on the investment
portfolio through the full investment of available funds. We diversify our investment portfolio by investing in multiple types of
investment-grade securities and through the use of third-party investment managers.

Of the $9.5 billion, $7.8 billion is classified as cash and cash equivalents. Due to the nature of these investments, we consider it
reasonable to expect that their fair market values will not be significantly impacted by a change in interest rates, and that these
investments can be liquidated for cash at short notice. As of February 1, 2008, the carrying value of our cash equivalents approximated
fair value.

The remaining $1.7 billion is primarily invested in fixed income securities including government, agency, asset-backed,
mortgage-backed and corporate debt securities of varying maturities at the date of acquisition. The fair value of our portfolio is
affected primarily by interest rates more so than by the credit and liquidity issues currently facing the capital markets. We attempt to
mitigate these risks by investing primarily in high credit quality securities with AAA and AA ratings and short-term securities with an
A-1 rating, limiting the amount that can be invested in any single issuer, and by investing in short to intermediate term investments
whose market value is less sensitive to interest rate changes. As of February 1, 2008, we did not hold any auction rate securities; at
February 2, 2007, we held auction rate securities that had a
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carrying value of $255 million. The total carrying value of investments in asset-backed and mortgage-backed debt securities was
approximately $550 million. Based on our investment portfolio and interest rates at February 1, 2008, a 100 basis point increase or
decrease in interest rates would result in a decrease or increase of approximately $33 million in the fair value of the investment
portfolio.

We periodically review our investment portfolio to determine if any investment is other-than-temporarily impaired due to changes in
credit risk or other potential valuation concerns. At February 1, 2008, the fair value of securities below their carrying value was $155
million. The unrealized loss of $9 million related to these securities has been recorded in other comprehensive income (loss), as we
believe the investments are not other-than-temporarily impaired. While certain available-for-sale securities have market values below
cost, we believe it is probable that the principal and interest will be collected in accordance with the contractual terms, and that the
decline in the market value is exacerbated by the overall credit concerns in the market. Factors considered in determining whether a
loss is other-than-temporary include the length of time and extent to which fair value has been less than the cost basis; the underlying
collateral, agency ratings, and future cash flows; and our intent and ability to hold the investment for a period of time sufficient to
allow for any anticipated recovery in fair value. Our assessment that an investment is not other-than-temporarily impaired could
change in the future due to new developments or changes in any particular investment.

The fair value of our portfolio was based on quoted market prices, which we currently believe are indicative of fair value. We will
continue to evaluate whether the inputs are market observable as we implement SFAS No. 157, Fair Value Measurements (“SFAS
1577).

Debt

We have entered into interest rate swap arrangements that convert our fixed interest rate expense to a floating rate basis to better align
the associated interest rate characteristics to our cash and investments portfolio. The interest rate swaps qualify for hedge accounting
treatment pursuant to SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, as amended. We have designated
the issuance of the Senior Notes and Senior Debentures and the related interest rate swap agreements as an integrated transaction. The
changes in the fair value of the interest rate swaps are reflected in the carrying value of the interest rate swap on the balance sheet. The
carrying value of the debt on the balance sheet is adjusted by an equal and offsetting amount. The differential to be paid or received on
the interest rate swap agreements is accrued and recognized as an adjustment to interest expense as interest rates change.

At February 1, 2008, we had a $1.0 billion commercial paper program with a supporting $1.0 billion senior unsecured revolving credit
facility. This program allows us to obtain favorable short-term borrowing rates. There were no outstanding advances under the
commercial paper program at February 1, 2008. At February 2, 2007, $100 million was outstanding under the program, and the
weighted-average interest rate on those outstanding short-term borrowings was 5.3%. We use the proceeds of the program and facility
for general corporate purposes. We believe we will be able to access the capital markets to increase the size of our existing
commercial paper program and to meet our liquidity needs.

Risk Factors Affecting Our Business and Prospects

There are numerous risk factors that affect our business and the results of our operations. Some of these risks are beyond our control.
These risk factors include:

e general economic, business, and industry conditions;
e our ability to reestablish a cost advantage over our competitors;

* local economic and labor conditions, political instability, unexpected regulatory changes, trade protection measures, tax laws,
copyright levies, and fluctuations in foreign currency exchange rates;

e our ability to accurately predict product, customer, and geographic sales mix and seasonal sales trends;
* information technology and manufacturing infrastructure failures;

*  our ability to effectively manage periodic product transitions;

e our ability to maintain a strong internal control environment;

e disruptions in component or product availability could unfavorably affect our performance;

*  our reliance on third-party suppliers for quality product components, including reliance on several single-source or
limited-source suppliers;

e our ability to access the capital markets;

»  risks relating to our internal controls;

e unfavorable results of legal proceedings could harm our business and result in substantial costs;
e our acquisition of other companies may present new risks;

e our ability to properly manage the distribution of our products and services;

e our success in achieving the benefits of our cost cutting measures;
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e effective hedging of our exposure to fluctuations in foreign currency exchange rates and interest rates;

*  obtaining licenses to intellectual property developed by others on commercially reasonable and competitive terms;

*  our ability to attract, retain, and motivate key personnel;

* loss of government contracts;

*  expiration of tax holidays or favorable tax rate structures;

e changing environmental laws; and

* the effect of armed hostilities, terrorism, natural disasters, and public health issues.
For a discussion of these risk factors affecting our business and prospects, see “Part I — Item 1A — Risk Factors.”
Critical Accounting Policies

We prepare our financial statements in conformity with accounting principles generally accepted in the United States of America
(“GAAP”). The preparation of financial statements in accordance with GAAP requires certain estimates, assumptions, and judgments
to be made that may affect our Consolidated Statement of Financial Position and Consolidated Statement of Income. We believe our
most critical accounting policies relate to revenue recognition, business combinations, warranty accruals, income taxes, stock-based
compensation, and loss contingencies. We have discussed the development, selection, and disclosure of our critical accounting
policies with the Audit Committee of our Board of Directors. These critical accounting policies and our other accounting policies are
also described in Note 1 of Notes to Consolidated Financial Statements included in “Part Il — Item 8 — Financial Statements and
Supplementary Data.”

Revenue Recognition and Related Allowances — We frequently enter into sales arrangements with customers that contain multiple
elements or deliverables such as hardware, software, peripherals, and services. Judgments and estimates are necessary to ensure
compliance with GAAP. These judgments relate to the allocation of the proceeds received from an arrangement to the multiple
elements, the determination of whether any undelivered elements are essential to the functionality of the delivered elements, and the
appropriate timing of revenue recognition. We offer extended warranty and service contracts to customers that extend and/or enhance
the technical support, parts, and labor coverage offered as part of the base warranty included with the product. Revenue from extended
warranty and service contracts, for which we are obligated to perform, is recorded as deferred revenue and subsequently recognized
over the term of the contract or when the service is completed. Revenue from sales of third-party extended warranty and service
contracts, for which we are not obligated to perform, is recognized on a net basis at the time of sale, as we do not meet the criteria for
gross recognition under Emerging Issues Task Force 99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent.”

Estimates also related to revenue recognition relate primarily to customer sales returns and allowance for doubtful accounts.
Generally, estimates are reasonably predictable based on historical experience. The primary factors affecting our accrual for estimated
customer returns include estimated return rates as well as the number of units shipped that still have a right of return as of the balance
sheet date. For sales to retailers, our accrual for estimated returns is generally based on the contractual caps specified in the sales
arrangements. In the absence of contractual caps, revenue is deferred until the product has been sold by the retailer, the return rights
expire, or a reliable estimate of returns can be made. Factors affecting our allowance for doubtful accounts include historical and
anticipated customer default rates of the various aging categories of accounts receivable and financing receivables. Each quarter, we
reevaluate our estimates to assess the adequacy of our recorded accruals for customer returns and allowance for doubtful accounts, and
adjust the amounts as necessary. The expense associated with the allowance for doubtful accounts is recognized as selling, general,
and administrative expense.

We report revenue net of any revenue-based taxes assessed by governmental authorities that are imposed on and concurrent with
specific revenue-producing transactions.

Business Combinations and Intangible Assets Including Goodwill — We account for business combinations using the purchase
method of accounting and accordingly, the assets and liabilities of the acquired entities are recorded at their estimated fair values at the
acquisition date. Goodwill represents the excess of the purchase price over the fair value of net assets, including the amount assigned
to identifiable intangible assets. Given the time it takes to obtain pertinent information to finalize the acquired company’s balance
sheet, it may be several quarters before we are able to finalize those initial fair value estimates. Accordingly, it is not uncommon for
the initial estimates to be subsequently revised. The results of operations of acquired businesses are included in the Consolidated
Financial Statements from the acquisition date.

Identifiable intangible assets with finite lives are amortized over their estimated useful lives. They are generally amortized on a
non-straight-line approach based on the associated projected cash flows in order to match the amortization pattern to the pattern in
which the economic benefits of the assets are expected to be consumed. They are reviewed for impairment if indicators of potential
impairment exist. Goodwill and indefinite lived intangibles assets are tested for impairment on an annual basis in the second fiscal
quarter, or sooner if an indicator of impairment occurs.
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Warranty — We record warranty liabilities at the time of sale for the estimated costs that may be incurred under the terms of the
limited warranty. The specific warranty terms and conditions vary depending upon the product sold and country in which we do
business, but generally include technical support, parts, and labor over a period ranging from one to three years. Factors that affect our
warranty liability include the number of installed units currently under warranty, historical and anticipated rates of warranty claims on
those units, and cost per claim to satisfy our warranty obligation. The anticipated rate of warranty claims is the primary factor
impacting our estimated warranty obligation. The other factors are less significant due to the fact that the average remaining aggregate
warranty period of the covered installed base is approximately 20 months, repair parts are generally already in stock or available at
pre-determined prices, and labor rates are generally arranged at pre-established amounts with service providers. Warranty claims are
reasonably predictable based on historical experience of failure rates. If actual results differ from our estimates, we revise our
estimated warranty liability to reflect such changes. Each quarter, we reevaluate our estimates to assess the adequacy of the recorded
warranty liabilities and adjust the amounts as necessary.

Income Taxes — We calculate a provision for income taxes using the asset and liability method, under which deferred tax assets and
liabilities are recognized by identifying the temporary differences arising from the different treatment of items for tax and accounting
purposes. In determining the future tax consequences of events that have been recognized in our financial statements or tax returns,
judgment is required. Differences between the anticipated and actual outcomes of these future tax consequences could have a material
impact on our consolidated results of operations or financial position.

Stock-Based Compensation — Effective February 4, 2006, we adopted SFAS 123(R) using the modified prospective transition method
which does not require revising the presentation in prior periods for stock-based compensation. Under this transition method,
stock-based compensation expense for Fiscal 2008 and Fiscal 2007 includes compensation expense for all stock-based compensation
awards granted prior to February 4, 2006, but not yet vested at February 3, 2006, based on the grant date fair value estimated in
accordance with the original provisions of SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS 123”). Stock-based
compensation expense for all stock-based compensation awards granted after February 3, 2006 is based on the grant-date fair value
estimated in accordance with the provisions of SFAS 123(R). We recognize this compensation expense net of an estimated forfeiture
rate over the requisite service period of the award, which is generally the vesting term of three-to-five years for stock options and
three-to-five years for restricted stock awards. In March 2005, the SEC issued Staff Accounting Bulletin No. 107 (“SAB 107”)
regarding the SEC’s interpretation of SFAS 123(R) and the valuation of share-based payments for public companies. We have applied
the provisions of SAB 107 in our adoption of SFAS 123(R).

SFAS 123(R) requires the use of a valuation model to calculate the fair value of stock option awards. We have elected to use the
Black-Scholes option pricing model, which incorporates various assumptions, including volatility, expected term, and risk-free interest
rates. The volatility is based on a blend of implied and historical volatility of our common stock over the most recent period
commensurate with the estimated expected term of our stock options. We use this blend of implied and historical volatility, as well as
other economic data, because we believe such volatility is more representative of prospective trends. The expected term of an award is
based on historical experience and on the terms and conditions of the stock awards granted to employees. The dividend yield of zero is
based on the fact that we have never paid cash dividends and have no present intention to pay cash dividends.

The cost of restricted stock awards is determined using the fair market value of our common stock on the date of grant.

Prior to the adoption of SFAS 123(R), we measured compensation expense for our employee stock-based compensation plan using the
intrinsic value method prescribed by APB 25. We applied the disclosure provisions of SFAS 123 such that the fair value of employee
stock-based compensation was disclosed in the notes to our consolidated financial statements. Under APB 25, when the exercise price
of our employee stock options equaled the market price of the underlying stock at the date of the grant, no compensation expense was
recognized.

Loss Contingencies — We are subject to the possibility of various losses arising in the ordinary course of business. We consider the
likelihood of loss or impairment of an asset or the incurrence of a liability, as well as our ability to reasonably estimate the amount of
loss, in determining loss contingencies. An estimated loss contingency is accrued when it is probable that an asset has been impaired
or a liability has been incurred and the amount of loss can be reasonably estimated. We regularly evaluate current information
available to us to determine whether such accruals should be adjusted and whether new accruals are required. Third parties have in the
past and may in the future assert claims or initiate litigation related to exclusive patent, copyright, and other intellectual property rights
to technologies and related standards that are relevant to us. If any infringement or other intellectual property claim made against us by
any third party is successful, or if we fail to develop non-infringing technology or license the proprietary rights on commercially
reasonable terms and conditions, our business, operating results, and financial condition could be materially and adversely affected.
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Recently Issued Accounting Pronouncements

In September 2006, the FASB issued SFAS 157, which defines fair value, provides a framework for measuring fair value, and expands
the disclosures required for assets and liabilities measured at fair value. SFAS 157 applies to existing accounting pronouncements that
require fair value measurements; it does not require any new fair value measurements. SFAS 157 is effective for fiscal years
beginning after November 15, 2007 and is required to be adopted by us beginning in the first quarter of Fiscal 2009. We are currently
evaluating the impact that SFAS 157 may have on our results of operations, financial position, and cash flows, and we do not expect
the impact to be material.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS
159”), which provides companies with an option to report selected financial assets and liabilities at fair value with the changes in fair
value recognized in earnings at each subsequent reporting date. SFAS 159 provides an opportunity to mitigate potential volatility in
earnings caused by measuring related assets and liabilities differently, and it may reduce the need for applying complex hedge
accounting provisions. If elected, SFAS 159 is effective for fiscal years beginning after November 15, 2007, which is our Fiscal 2009.
We are currently evaluating the impact that this statement may have on our results of operations and financial position and have yet to
make a decision on the elective adoption of SFAS 159.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (“SFAS 141(R)”). SFAS 141(R) requires that the
acquisition method of accounting be applied to a broader set of business combinations and establishes principles and requirements for
how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, liabilities assumed, any
noncontrolling interest in the acquiree, and the goodwill acquired. SFAS 141(R) also establishes the disclosure requirements to enable
the evaluation of the nature and financial effects of the business combination. SFAS 141(R) is effective for fiscal years beginning after
December 15, 2008 and is required to be adopted by us beginning in the first quarter of Fiscal 2010. We are currently evaluating the
impact that SFAS 141(R) may have on our results of operations, financial position, and cash flows.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements—an amendment
of ARB No. 51 (“SFAS 160”). SFAS 160 requires that the noncontrolling interest in the equity of a subsidiary be accounted for and
reported as equity, provides revised guidance on the treatment of net income and losses attributable to the noncontrolling interest and
changes in ownership interests in a subsidiary, and requires additional disclosures that identify and distinguish between the interests of
the controlling and noncontrolling owners. SFAS 160 also establishes disclosure requirements that clearly identify and distinguish
between the interests of the parent and the interests of the noncontrolling owners. SFAS 160 is effective for fiscal years beginning
after December 15, 2008 and is required to be adopted by us beginning in the first quarter of Fiscal 2010. We do not expect SFAS 160
to have an impact on our results of operations, financial position, and cash flows.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and
Shareholders of Dell Inc.:

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects, the
financial position of Dell Inc. and its subsidiaries (“Company”) at February 1, 2008 and February 2, 2007, and the results of their
operations and their cash flows for each of the three years in the period ended February 1, 2008 in conformity with accounting
principles generally accepted in the United States of America. In addition, in our opinion, the financial statement schedule included
under Item 15 of the annual report on Form 10-K for the year ended February 1, 2008 (not included herein) presents fairly, in all
material respects, the information set forth therein when read in conjunction with the related consolidated financial statements. Also in
our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of February 1,
2008, based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). The Company’s management is responsible for these financial statements and
the financial statement schedule, for maintaining effective internal control over financial reporting, and for its assessment of the
effectiveness of internal control over financial reporting included in the Management’s Report on Internal Control Over Financial
Reporting appearing under Item 9A of the annual report on Form 10-K for the year ended February 1, 2008 (not included herein). Our
responsibility is to express opinions on these financial statements, on the financial statement schedule, and on the Company’s internal
control over financial reporting based on our integrated audits. We conducted our audits in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement and whether effective internal control
over financial reporting was maintained in all material respects. Our audits of the financial statements included examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation. Our audit of internal control
over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed
risk. Our audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our
audits provide a reasonable basis for our opinions.

As discussed in Note 1, the Company changed the manner in which it accounts for uncertain tax positions in Fiscal 2008 and the
manner in which it accounts for stock-based compensation in Fiscal 2007. As discussed in Note 6, the Company changed the manner
in which it accounts for certain hybrid financial instruments in Fiscal 2008.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (i) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect
on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ PRICEWATERHOUSECOOPERS LLP

Austin, Texas

March 31, 2008, except as to Note 11 as to which date is June 3, 2008
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DELL INC.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(in millions)

February 1, February 2,
2008 2007
ASSETS
Current assets:
Cash and cash equivalents $ 7,764 $ 9,546
Short-term investments 208 752
Accounts receivable, net of allowance 5,961 4,622
Financing receivables, net of allowance 1,732 1,530
Inventories, net of allowance 1,180 660
Other 3,035 2,829
Total current assets 19,880 19,939
Property, plant, and equipment, net of depreciation 2,668 2,409
Investments 1,560 2,147
Long-term financing receivables, net of allowance 407 323
Goodwill 1,648 110
Intangible assets, net of amortization 780 45
Other non-current assets 618 662
Total assets $ 27,561 $ 25,635
LIABILITIES AND EQUITY
Current liabilities:
Short-term borrowings $ 225 $ 188
Accounts payable 11,492 10,430
Accrued and other 4,323 5,141
Short-term deferred service revenue 2,486 2,032
Total current liabilities 18,526 17,791
Long-term debt 362 569
Long-term deferred service revenue 2,774 2,189
Other non-current liabilities 2.070 647
Total liabilities 23,732 21,196
Commitments and contingencies (Note 10)
Redeemable common stock and capital in excess of $.01 par value; shares issued and
outstanding: 4 and 5, respectively (Note 4) 94 111
Stockholders’ equity:
Preferred stock and capital in excess of $.01 par value; shares issued and outstanding: none — —
Common stock and capital in excess of $.01 par value; shares authorized: 7,000; shares
issued: 3,320 and 3,307, respectively; shares outstanding: 2,060 and 2,226, respectively 10,589 10,107
Treasury stock at cost: 785 and 606 shares, respectively (25,037) (21,033)
Retained earnings 18,199 15,282
Accumulated other comprehensive loss (16) (28)
Total stockholders’ equity 3.735 4,328
Total liabilities and stockholders’ equity $ 27,561 $ 25,635

The accompanying notes are an integral part of these consolidated financial statements.
33

Source: DELL INC, 8-K, June 05, 2008



DELL INC.

CONSOLIDATED STATEMENTS OF INCOME

Net revenue
Cost of net revenue(1)
Gross margin

Operating expenses:
Selling, general, and administrative(1)
In-process research and development
Research, development, and engineering(1)
Total operating expenses

Operating income

Investment and other income, net
Income before income taxes

Income tax provision
Net income

Earnings per common share:
Basic

Diluted

Weighted-average shares outstanding:
Basic
Diluted

(M

(in millions, except per share amounts)

Fiscal Year Ended
February 1, February 2, February 3
2008 2007 2006
$§ 61,133 $ 57,420 $ 55,788
49.462 47.904 45.897
11,671 9.516 9.891
7,538 5,948 5,051
83 — —
610 498 458
8,231 6.446 5,509
3,440 3,070 4,382
387 275 226
3,827 3,345 4,608
880 762 1,006
$ 2,947 $ 2,583 $ 3,602
$ 1.33 $ 1.15 $ 1.50
$ 1.31 $ 1.14 $ 1.47
2,223 2,255 2,403
2,247 2,271 2,449

Cost of net revenue and operating expenses for the
fiscal years ended February 1, 2008 and February 2,
2007, include stock-based compensation expense
pursuant to Statement of Financial Accounting
Standards No. 123 (revised 2004), Share-Based
Payment, (“SFAS 123(R)”). See Note 5 of Notes to
Consolidated Financial Statements for additional
information.

The accompanying notes are an integral part of these consolidated financial statements.
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DELL INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating

activities:

Depreciation and amortization

Stock-based compensation

In-process research and development charges
Excess tax benefits from stock-based compensation
Tax benefits from employee stock plans

Effects of exchange rate changes on monetary assets and liabilities

denominated in foreign currencies
Other
Changes in:
Operating working capital
Non-current assets and liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Investments:
Purchases
Maturities and sales
Capital expenditures
Acquisition of business, net of cash received
Proceeds from sale of building

Net cash (used in) provided by investing activities

Cash flows from financing activities:
Repurchase of common stock
Issuance of common stock under employee plans
Excess tax benefits from stock-based compensation
(Repayment) issuance of commercial paper, net
Repayments of borrowings
Proceeds from borrowings
Other

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

(in millions)

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006

$ 2,947 $ 2,583 $ 3,602
607 471 394

329 368 17

83 — —

(12) (80) —

— — 224
30 37 3)

133 61 157
(519) 397 (53)

_ 351 132 413
3.949 3.969 4,751
(2,394) (8,343) (6,796)
3,679 10,320 11,692
(831) (896) (747)
(2,217) (118) —

_ 40 _

(1.763) 1,003 4.149
(4,004) (3,026) (7,249)

136 314 1,051

12 80 —

(100) 100 —
(165) (63) (81)

66 52 55
(65) (8) (28)
(4.120) (2.551) (6.252)
152 71 (73)
(1,782) 2,492 2,575
9.546 7,054 4.479

$ 7764 $ 9546 $ 7,054

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

Source: DELL INC, 8-K, June 05, 2008



DELL INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Common Stock and
Capital in Excess of
Par Value

(in millions)

Treasury Stock

Issued

Shares Amount

Shares Amount

Retained
Earnings

Accumulated
Other
Comprehensive
Loss

Other Total

Balances at January 28,

2005 2,769 $ 8195
Net income — —
Change in net

unrealized loss on

investments, net of

taxes — —
Foreign currency

translation

adjustments — —
Change in net

unrealized loss on

derivative

instruments, net of

taxes — —
Total comprehensive

income — —
Stock issuances under

employee plans,

including tax benefits 49
Repurchases — —
Other — —

284

$ (10,758)

(7,249)

$ 9,097
3,602

$ (78) $ (44) $ 6412
— — 3,602

24) — (24)

®) — ®)

9 — 9

3,579

1,308
(7,249)
— (3) 3)

Balances at February 3,
2006

$ (18.007)

$ 12,699

$ (101) $§ 47) $ 4.047

Net income — —
Change in net

unrealized loss on

investments, net of

taxes — —
Foreign currency

translation

adjustments — —
Change in net

unrealized gain on

derivative

instruments, net of

taxes — —
Valuation of retained

interests in

securitized assets, net

of taxes — _
Total comprehensive

income — —
Stock issuances under

employee plans (b) 14 196
Repurchases — —
Stock-based

compensation

expense under SFAS

123(R) —
Tax benefit from

employee stock plans — 56
Other and shares issued

to subsidiaries

368

475

(16)

2,583

2,583

31 — 31

(11) — (11)

30 — 30

2,656

196
(3,026)

368

3,307 $ 10,107

Source: DELL INC, 8-K, June 05, 2008

606 $ (21,033)

$ 15,282

$ 28 $ — § 4,328



Balances at February 2,

2007

Net income

Impact of adoption of
SFAS 155

Change in net
unrealized gain on
investments, net of
taxes

Foreign currency
translation
adjustments

Change in net
unrealized loss on
derivative
instruments, net of
taxes

Total comprehensive
income

Impact of adoption of
FIN 48

Stock issuances under
employee plans (a)

Repurchases

Stock-based
compensation
expense under SFAS
123(R)

Tax benefit from
employee stock plans

Balances at February 1,
2008

(a)

(b)

13

— — — 2,947 — — 2,947

_ _ — 29 (23) 6

— — — — (38)  — (38)
— — — — — — 2988
3) — — (59) — (62)

153 — — — — — 153
— 179 (4,004) — — —(4,004)

329 — — — — — 329

3,320

$ 10,589 785 $ (25,037) $ 18,199 $ a $ — $ 3,735

Includes 1 million shares and $17 million related to
redeemable common stock. See Note 4 of Notes to
Consolidated Financial Statements.

Excludes 5 million shares and $111 million related to
redeemable common stock. See Note 4 of Notes to
Consolidated Financial Statements.

The accompanying notes are an integral part of these consolidated financial statements.
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DELL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business — Dell Inc., a Delaware corporation (both individually and together with its consolidated subsidiaries,
“Dell”), offers a broad range of product categories, including desktop PCs, servers and networking products, storage, mobility
products, software and peripherals, and services. Dell sells its products and services directly to customers through dedicated sales
representatives, telephone-based sales, and online at www.dell.com, and through a variety of indirect sales channels. Dell’s customers
include large corporate, government, healthcare, and education accounts, as well as small-to-medium businesses and individual
consumers.

Fiscal Year — Dell’s fiscal year is the 52- or 53-week period ending on the Friday nearest January 31. The fiscal years ending
February 1, 2008 and February 2, 2007 included 52 weeks, and the fiscal year ending February 3, 2006 included 53 weeks.

Principles of Consolidation — The accompanying consolidated financial statements include the accounts of Dell Inc. and its
wholly-owned subsidiaries and have been prepared in accordance with accounting principles generally accepted in the United States
of America (“GAAP”). All significant intercompany transactions and balances have been eliminated.

Dell was formerly a partner in Dell Financial Services L.P. (“DFS”), a joint venture with CIT Group Inc. (“CIT”). Dell purchased the
remaining 30% interest in DFS from CIT effective December 31, 2007; therefore, DFS is a wholly-owned subsidiary at February 1,
2008. DFS’ financial results have previously been consolidated by Dell in accordance with Financial Accounting Standards Board
(“FASB”) Interpretation No. 46R (“FIN 46R”), as Dell was the primary beneficiary. DFS allows Dell to provide its customers with
various financing alternatives. See Note 6 of Notes to Consolidated Financial Statements for additional information.

Use of Estimates — The preparation of financial statements in accordance with GAAP requires the use of management’s estimates.
These estimates are subjective in nature and involve judgments that affect the reported amounts of assets and liabilities, the disclosure
of contingent assets and liabilities at fiscal year-end, and the reported amounts of revenues and expenses during the fiscal year. Actual
results could differ from those estimates.

Cash and Cash Equivalents — All highly liquid investments, including credit card receivables, with original maturities of three
months or less at date of purchase are carried at cost, which approximates fair value, and are considered to be cash equivalents. All
other investments not considered to be cash equivalents are separately categorized as investments.

Investments — Dell’s investments in debt securities and publicly traded equity securities are classified as available-for-sale and are
reported at fair value (based on quoted prices and market prices) using the specific identification method. Unrealized gains and losses,
net of taxes, are reported as a component of stockholders’ equity. Realized gains and losses on investments are included in investment
and other income, net when realized. All other investments are initially recorded at cost. Any impairment loss to reduce an
investment’s carrying amount to its fair market value is recognized in income when a decline in the fair market value of an individual
security below its cost or carrying value is determined to be other than temporary.

Financing Receivables — Financing receivables consist of customer receivables, residual interest and retained interest in securitized
receivables. Customer receivables include fixed-term loans and leases and revolving loans resulting from the sale of Dell products and
services. Financing receivables are presented net of the allowance for losses. See Note 6 of Notes to Consolidated Financial
Statements for additional information.

Asset Securitization — Dell sells certain financing receivables to unconsolidated qualifying special purpose entities in securitization
transactions. These receivables are removed from the Consolidated Statement of Financial Position at the time they are sold in
accordance with Statement of Financial Accounting Standards (“SFAS”) No. 140, Accounting for Transfers and Servicing of
Financial Assets and Extinguishment of Liabilities— a Replacement of SFAS No. 125 (“SFAS 140”). Receivables are considered sold
when the receivables are transferred beyond the reach of Dell’s creditors, the transferee has the right to pledge or exchange the assets,
and Dell has surrendered control over the rights and obligations of the receivables. Gains and losses from the sale of fixed-term loans
and leases and revolving loans are recognized in the period the sale occurs, based upon the relative fair value of the assets sold and the
remaining retained interests. Subsequent to the sale, retained interest estimates are periodically updated based upon current
information and events to determine the current fair value. In estimating the value of retained interest, Dell makes a variety of
financial assumptions, including pool credit losses, payment rates, and discount
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DELL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

rates. These assumptions are supported by both Dell’s historical experience and anticipated trends relative to the particular receivable
pool.

Allowance for Financing Receivables Losses — Dell recognizes an allowance for losses on financing receivables in an amount equal
to the probable future losses net of recoveries. The allowance for losses is determined based on a variety of factors, including
historical experience, past due receivables, receivable type, and risk composition. Financing receivables are charged to the allowance
at the earlier of when an account is deemed to be uncollectible or when the account is 180 days delinquent. Recoveries on receivables
previously charged off as uncollectible are recorded to the allowance for doubtful accounts. See Note 6 of Notes to Consolidated
Financial Statements for additional information.

Inventories — Inventories are stated at the lower of cost or market with cost being determined on a first-in, first-out basis.

Property, Plant, and Equipment — Property, plant, and equipment are carried at depreciated cost. Depreciation is provided using the
straight-line method over the estimated economic lives of the assets, which range from ten to thirty years for buildings and two to five
years for all other assets. Leasehold improvements are amortized over the shorter of five years or the lease term. Gains or losses
related to retirements or disposition of fixed assets are recognized in the period incurred. Dell performs reviews for the impairment of
fixed assets whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Dell
capitalizes eligible internal-use software development costs incurred subsequent to the completion of the preliminary project stage.
Development costs are amortized over the shorter of the expected useful life of the software or five years.

Impairment of Long-Lived Assets — In accordance with the provisions SFAS 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets,” Dell reviews long-lived assets for impairment when circumstances indicate the carrying amount of an asset may
not be recoverable based on the undiscounted future cash flows of the asset. If the carrying amount of the asset is determined not to be
recoverable, a write-down to fair value is recorded. Fair values are determined based on quoted market values, discounted cash flows,
or external appraisals, as applicable. Dell reviews long-lived assets for impairment at the individual asset or the asset group level for
which the lowest level of independent cash flows can be identified. During Fiscal 2008 and 2007, there were no significant
impairments to long-lived assets.

Business Combinations and Intangible Assets Including Goodwill — Dell accounts for business combinations using the purchase
method of accounting and accordingly, the assets and liabilities of the acquired entities are recorded at their estimated fair values at the
acquisition date. Goodwill represents the excess of the purchase price over the fair value of net assets, including the amount assigned
to identifiable intangible assets. Given the time it takes to obtain pertinent information to finalize the fair value of the acquired assets
and liabilities, it may be several quarters before Dell is able to finalize those initial fair value estimates. Accordingly, it is not
uncommon for the initial estimates to be subsequently revised. The results of operations of acquired businesses are included in the
Consolidated Financial Statements from the acquisition date.

Identifiable intangible assets with finite lives are amortized over their estimated useful lives. They are generally amortized on a
non-straight line approach based on the associated projected cash flows in order to match the amortization pattern to the pattern in
which the economic benefits of the assets are expected to be consumed. They are reviewed for impairment if indicators of potential
impairment exist. Goodwill and indefinite lived intangible assets are tested for impairment on an annual basis in the second fiscal
quarter, or sooner if an indicator of impairment occurs.

Foreign Currency Translation — The majority of Dell’s international sales are made by international subsidiaries, most of which have
the U.S. dollar as their functional currency. Dell’s subsidiaries that do not have the U.S. dollar as their functional currency translate
assets and liabilities at current rates of exchange in effect at the balance sheet date. Revenue and expenses from these international
subsidiaries are translated using the monthly average exchange rates in effect for the period in which the items occur. The resulting
gains and losses from these foreign currency translation adjustments totaled a $16 million loss, $33 million
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loss, and $22 million loss at February 1, 2008, February 2, 2007, and February 3, 2006, respectively, and are included as a component
of accumulated other comprehensive income (loss) in stockholders’ equity.

Local currency transactions of international subsidiaries that have the U.S. dollar as the functional currency are remeasured into U.S.
dollars using current rates of exchange for monetary assets and liabilities and historical rates of exchange for nonmonetary assets and
liabilities. Gains and losses from remeasurement of monetary assets and liabilities are included in investment and other income, net.

Hedging Instruments — Dell uses derivative financial instruments, primarily forwards, options, and swaps to hedge certain foreign
currency and interest rate exposures. Dell also uses other derivative instruments not designated as hedges such as forwards to hedge
foreign currency balance sheet exposures. Dell does not use derivatives for speculative purposes.

Dell applies SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, (“SFAS 133”) as amended, which
establishes accounting and reporting standards for derivative instruments and hedging activities. SFAS 133 requires Dell to recognize
all derivatives as either assets or liabilities in its Consolidated Statements of Financial Position and measure those instruments at fair
value. See Note 2 of Notes to Consolidated Financial Statements for a full description of Dell’s derivative financial instrument
activities and related accounting policies.

Treasury Stock — Effective with the beginning of the second quarter of Fiscal 2002, Dell began holding repurchased shares of its
common stock as treasury stock. Prior to that date, Dell retired all such repurchased shares, which were recorded as a reduction to
retained earnings. Dell accounts for treasury stock under the cost method and includes treasury stock as a component of stockholders’
equity.

Revenue Recognition — Dell’s revenue recognition policy is in accordance with the requirements of Staff Accounting Bulletin
(“SAB”) No. 104, Revenue Recognition, (“SAB 104”), Emerging Issues Task Force (“EITF”) 00-21, Accounting for Revenue
Arrangements with Multiple Deliverables, AICPA Statement of Position (“SOP”) No. 97-2, Software Revenue Recognition, EITF
01-09, Accounting for Consideration Given by a Vendor to a Customer (Including a Reseller of the Vendor's Products) (“EITF
01-09”) and other applicable revenue recognition guidance and interpretations. Net revenues include sales of hardware, software and
peripherals, and services (including extended service contracts and professional services). Dell recognizes revenue for these products
when it is realized or realizable and earned. Revenue is considered realized and earned when:

. persuasive evidence of an arrangement exists;

. delivery has occurred or services have been rendered,

. Dell’s fee to its customer is fixed or determinable; and

. collection of the resulting receivable is reasonably assured.

Revenue from the sale of products are recognized when title and risk of loss passes to the customer. Delivery is considered complete
when products have been shipped to Dell’s customer or services have been rendered, title and risk of loss has transferred to the
customer, and customer acceptance has been satisfied through obtaining acceptance from the customer, the acceptance provision
lapses, or Dell has evidence that the acceptance provisions have been satisfied.

During Fiscal 2008, Dell began selling its products through retailers. Sales to Dell’s retail customers are generally made under
agreements allowing for limited rights of return, price protection, rebates, and marketing development funds. Dell has generally
limited these rights through contractual caps within Dell’s agreements with its retailers. Dell’s policy on sales to retailers is to
recognize revenue and related costs of revenue, net of returns and price adjustments, which are estimated using the contractual caps
specified in the sales arrangement. To the extent return rights or price adjustments are not limited by a contractual cap, the revenue
and related cost are deferred until the product has been sold by the retailer, the rights expire, or a reliable estimate of such amounts can
be made. Dell records estimated reductions to revenue or an expense for retail customer programs at the time revenue is recognized.
Dell’s customer programs primarily involve rebates, which are designed to serve as sales incentives to resellers of Dell products and
marketing
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development funds, which represent monies paid to retailers that are generally earmarked for market segment development and
expansion and are designed to support Dell retail partners’ activities while also promoting Dell products. Dell accounts for customer
programs in accordance with EITF 01-09.

Dell sells its products and services either separately or as part of a multiple-element arrangement. Dell allocates revenue from
multiple-element arrangements to the elements based on the relative fair value of each element, which is generally based on the
relative sales price of each element when sold separately. The allocation of fair value for a multiple-element arrangement involving
software is based on vendor specific objective evidence (“VSOE”), or in the absence of VSOE for delivered elements, the residual
method. Under the residual method, Dell allocates the residual amount of revenue from the arrangement to software licenses at the
inception of the license term when VSOE for all undelivered elements, such as Post Contract Customer Support (“PCS”), exists and
all other revenue recognition criteria have been satisfied. In the absence of VSOE for undelivered elements, revenue is deferred and
subsequently recognized over the term of the arrangement. For sales of extended warranties with a separate contract price, Dell defers
revenue equal to the separately stated price. Revenue associated with undelivered elements is deferred and recorded when delivery
occurs. Product revenue is recognized, net of an allowance for estimated returns, when both title and risk of loss transfer to the
customer, provided that no significant obligations remain. Revenue from extended warranty and service contracts, for which Dell is
obligated to perform, is recorded as deferred revenue and subsequently recognized over the term of the contract or when the service is
completed. Revenue from sales of third-party extended warranty and service contracts or other products or software PCS, for which
Dell is not obligated to perform, and for which Dell does not meet the criteria for gross revenue recognition under EITF 99-19,
Reporting Revenue Gross as a Principal versus Net as an Agent, is recognized on a net basis. All other revenue is recognized on a
gross basis.

Dell defers the cost of shipped products awaiting revenue recognition until revenue is recognized. These deferred costs totaled
$519 million and $424 million at February 1, 2008 and February 2, 2007, respectively, and are included in other current assets on
Dell’s Consolidated Statement of Financial Position.

Dell records revenue from the sale of equipment under sales-type leases as product revenue at the inception of the lease. Sales-type
leases also produce financing income, which Dell recognizes at consistent rates of return over the lease term. Customer revolving loan
financing income is recognized when billed to the customer.

Dell reports revenue net of any revenue-based taxes assessed by governmental authorities that are imposed on and concurrent with
specific revenue-producing transactions.

Warranty — Dell records warranty liabilities at the time of sale for the estimated costs that may be incurred under its limited warranty.
The specific warranty terms and conditions vary depending upon the product sold and country in which Dell does business, but
generally includes technical support, parts, and labor over a period ranging from one to three years. Factors that affect Dell’s warranty
liability include the number of installed units currently under warranty, historical and anticipated rates of warranty claims on those
units, and cost per claim to satisfy Dell’s warranty obligation. The anticipated rate of warranty claims is the primary factor impacting
the estimated warranty obligation. The other factors are less significant due to the fact that the average remaining aggregate warranty
period of the covered installed base is approximately 20 months, repair parts are generally already in stock or available at
pre-determined prices, and labor rates are generally arranged at pre-established amounts with service providers. Warranty claims are
relatively predictable based on historical experience of failure rates. If actual results differ from the estimates, Dell revises its
estimated warranty liability. Each quarter, Dell reevaluates its estimates to assess the adequacy of its recorded warranty liabilities and
adjusts the amounts as necessary.

Vendor Rebates — Dell may receive consideration from vendors in the normal course of business. Certain of these funds are rebates
of purchase price paid and others are related to reimbursement of costs incurred by Dell to sell the vendor’s products. Dell’s policy for
accounting for these funds is in accordance with EITF 02-16, Accounting by a Customer (Including a Reseller) for Certain
Consideration Received from a Vendor. The funds are recognized as a reduction of cost of goods sold and inventory if the funds are a
reduction of the price of the vendor’s products. If the consideration is a reimbursement of costs incurred by Dell to sell or develop the
vendor’s products, then the consideration is classified as a reduction of that cost in the income
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statement, most often operating expenses. In order to be recognized as a reduction of operating expenses, the reimbursement must be
for a specific, incremental, identifiable cost incurred by Dell in selling or developing the vendor’s products or services.

Loss Contingencies — Dell is subject to the possibility of various losses arising in the ordinary course of business. Dell considers the
likelihood of loss or impairment of an asset or the incurrence of a liability, as well as Dell’s ability to reasonably estimate the amount
of loss, in determining loss contingencies. An estimated loss contingency is accrued when it is probable that an asset has been
impaired or a liability has been incurred and the amount of loss can be reasonably estimated. Dell regularly evaluates current
information available to determine whether such accruals should be adjusted and whether new accruals are required. Third parties
have in the past and may in the future assert claims or initiate litigation related to exclusive patent, copyright, and other intellectual
property rights to technologies and related standards that are relevant to Dell. If any infringement or other intellectual property claim
made against Dell by any third party is successful, or if Dell fails to develop non-infringing technology or license the proprietary
rights on commercially reasonable terms and conditions, Dell’s business, operating results, and financial condition could be materially
and adversely affected.

Shipping Costs — Dell’s shipping and handling costs are included in cost of sales in the accompanying Consolidated Statements of
Income for all periods presented.

Selling, General, and Administrative — Selling expenses include items such as sales commissions, marketing and advertising costs,
and contractor services. Advertising costs are expensed as incurred and were $943 million, $836 million, and $773 million, during
Fiscal 2008, 2007, and 2006 respectively. General and administrative expenses include items for Dell’s administrative functions, such
as Finance, Legal, Human Resources, and Information Technology support. These functions include costs for items such as salaries,
maintenance and supplies, insurance, depreciation expense, and allowance for doubtful accounts.

Research, Development, and Engineering Costs — Research, development, and engineering costs are expensed as incurred, in
accordance with SFAS 2, Accounting for Research and Development Costs. Research, development, and engineering expenses
primarily include payroll and headcount related costs, contractor fees, infrastructure costs, and administrative expenses directly related
to research and development support.

In Process Research and Development (“IPR&D”’) — IPR&D represents the fair value of the technology acquired in a business
combination where technological feasibility has not been established and no future alternative uses exist. IPR&D is expensed
immediately upon completion of the associated acquisition.

Website Development Costs — Dell expenses, as incurred, the costs of maintenance and minor enhancements to the features and
functionality of its websites.

Income Taxes — Deferred tax assets and liabilities are recorded based on the difference between the financial statement and tax basis
of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to reverse. Dell calculates a
provision for income taxes using the asset and liability method, under which deferred tax assets and liabilities are recognized by
identifying the temporary differences arising from the different treatment of items for tax and accounting purposes. In determining the
future tax consequences of events that have been recognized in the financial statements or tax returns, judgment is required.
Differences between the anticipated and actual outcomes of these future tax consequences and changes in enacted tax rates could have
a material impact on Dell’s consolidated results of operations or financial position.

Comprehensive Income — Dell’s comprehensive income is comprised of net income, unrealized gains and losses on marketable
securities classified as available-for-sale, unrealized gains and losses related to the change in valuation of retained interests in
securitized assets, foreign currency translation adjustments, and unrealized gains and losses on derivative financial instruments related
to foreign currency hedging. Upon the adoption of SFAS No. 155, Accounting for Certain Hybrid Financial Instruments—an
amendment of FASB Statements No. 133 and 140, (“SFAS 155”), beginning the first quarter of Fiscal 2008, all gains and losses in
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valuation of retained interests in securitized assets are recognized in income immediately and no longer included as a component of
accumulated other comprehensive income (loss).

Earnings Per Common Share — Basic earnings per share is based on the weighted-average effect of all common shares issued and
outstanding, and is calculated by dividing net income by the weighted-average shares outstanding during the period. Diluted earnings
per share is calculated by dividing net income by the weighted-average number of common shares used in the basic earnings per share
calculation plus the number of common shares that would be issued assuming exercise or conversion of all potentially dilutive
common shares outstanding. Dell excludes equity instruments from the calculation of diluted earnings per share if the effect of
including such instruments is antidilutive. Accordingly, certain stock-based incentive awards have been excluded from the calculation
of diluted earnings per share totaling 230 million, 268 million, and 127 million, shares during Fiscal 2008, 2007, and 2006
respectively.

In December 2006, Dell modified the organizational structure of certain subsidiaries to achieve more integrated global operations and
to provide various financial, operational, and tax efficiencies. In connection with this internal restructuring, Dell issued 475 million
shares of common stock to a wholly-owned subsidiary. Pursuant to Accounting Research Bulletin 51, Consolidated Financial
Statements (as amended), these shares are not considered to be outstanding.

The following table sets forth the computation of basic and diluted earnings per share for each of the past three fiscal years:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions, except per share amounts)

Numerator:

Net income $ 2,947 $ 2,583 $ 3,602
Denominator:
Weighted-average shares outstanding:

Basic 2,223 2,255 2,403

Effect of dilutive options, restricted stock units, restricted stock, and

other 24 16 46
Diluted 2,247 2,271 2,449

Earnings per common share:
Basic $ 1.33 $ 1.15 $ 1.50
Diluted $ 1.31 $ 1.14 $ 1.47

Stock-Based Compensation — At February 1, 2008, Dell has stock-based compensation plans and an employee stock purchase plan
with outstanding stock or stock options; however, Dell discontinued the employee stock purchase plan effective February 2, 2008, as
part of an overall assessment of its benefits strategy.

Effective February 4, 2006, Dell adopted SFAS 123(R) using the modified prospective transition method which does not require
revising the presentation in prior periods for stock-based compensation. Under this transition method, stock-based compensation
expense for Fiscal 2008 and Fiscal 2007 includes compensation expense for all stock-based compensation awards granted prior to
February 4, 2006, but not yet vested at February 3, 2006, based on the grant date fair value estimated in accordance with the original
provisions of SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS 123”). Stock-based compensation expense for all
stock-based compensation awards granted after February 3, 2006 is based on the grant-date fair value estimated in accordance with the
provisions of SFAS 123(R). Dell recognizes this compensation
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expense net of an estimated forfeiture rate over the requisite service period of the award, which is generally the vesting term of three
to five years for stock options and restricted stock awards. In March 2005, the United States Securities and Exchange Commission
(“SEC”) issued Staff Accounting Bulletin No. 107 (“SAB 107”) regarding the SEC’s interpretation of SFAS 123(R) and the valuation
of share-based payments for public companies. Dell has applied the provisions of SAB 107 in its adoption of SFAS 123(R). See

Note 5 of Notes to Consolidated Financial Statements for further discussion of stock-based compensation.

Prior to the adoption of SFAS 123(R), Dell measured compensation expense for its employee stock-based compensation plan using
the intrinsic value method prescribed by Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees
(“APB 25”). Dell applied the disclosure provisions of SFAS 123 such that the fair value of employee stock-based compensation was
disclosed in the notes to its financial statements. Under APB 25, when the exercise price of Dell’s employee stock options equaled the
market price of the underlying stock at the date of the grant, no compensation expense was recognized.

Recently Issued Accounting Pronouncements — In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements
(“SFAS 157”), which defines fair value, provides a framework for measuring fair value, and expands the disclosures required for
assets and liabilities measured at fair value. SFAS 157 applies to existing accounting pronouncements that require fair value
measurements; it does not require any new fair value measurements. SFAS 157 is effective for fiscal years beginning after
November 15, 2007 and is required to be adopted by Dell beginning in the first quarter of Fiscal 2009. Management is currently
evaluating the impact that SFAS 157 may have on Dell’s results of operations, financial position, and cash flows and does not expect
the impact to be material.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS
159”), which provides companies with an option to report selected financial assets and liabilities at fair value with the changes in fair
value recognized in earnings at each subsequent reporting date. SFAS 159 provides an opportunity to mitigate potential volatility in
earnings caused by measuring related assets and liabilities differently, and it may reduce the need for applying complex hedge
accounting provisions. If elected, SFAS 159 is effective for fiscal years beginning after November 15, 2007, which is Dell’s Fiscal
2009. Management is currently evaluating the impact that this statement may have on Dell’s results of operations and financial
position and has yet to make a decision on the elective adoption of SFAS 159.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (“SFAS 141(R)”). SFAS 141(R) requires that the
acquisition method of accounting be applied to a broader set of business combinations and establishes principles and requirements for
how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, liabilities assumed, any
noncontrolling interest in the acquiree, and the goodwill acquired. SFAS 141(R) also establishes the disclosure requirements to enable
the evaluation of the nature and financial effects of the business combination. SFAS 141(R) is effective for fiscal years beginning after
December 15, 2008 and is required to be adopted by Dell beginning in the first quarter of Fiscal 2010. Management is currently
evaluating the impact that SFAS 141(R) may have on Dell’s results of operations, financial position, and cash flows.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements—an amendment
of ARB No. 51 (“SFAS 160”). SFAS 160 requires that the noncontrolling interest in the equity of a subsidiary be accounted for and
reported as equity, provides revised guidance on the treatment of net income and losses attributable to the noncontrolling interest and
changes in ownership interests in a subsidiary and requires additional disclosures that identify and distinguish between the interests of
the controlling and noncontrolling owners. SFAS 160 also establishes disclosure requirements that clearly identify and distinguish
between the interests of the parent and the interests of the noncontrolling owners. SFAS 160 is effective for fiscal years beginning
after December 15, 2008 and is required to be adopted by Dell beginning in the first quarter of Fiscal 2010. Management does not
expect SFAS 160 to have an impact on Dell’s results of operations, financial position, and cash flows.
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NOTE 2 — FINANCIAL INSTRUMENTS
Disclosures About Fair Values of Financial Instruments

The fair value of investments and related interest rate derivative instruments has been estimated based upon quoted rates and pricing
models. The fair value of foreign currency forward contracts has been estimated using market quoted rates of foreign currencies at the
applicable balance sheet date. The estimated fair value of foreign currency purchased option contracts is based on market quoted rates
at the applicable balance sheet date and the Black-Scholes option pricing model. The estimates presented herein are not necessarily
indicative of the amounts that Dell could realize in a current market exchange. Changes in assumptions could significantly affect the
estimates.

Cash and cash equivalents, accounts receivable, accounts payable, and accrued and other liabilities are reflected in the accompanying
Consolidated Statements of Financial Position at cost, which approximates fair value because of the short-term maturity of these assets
and liabilities.

See Note 6 of Notes to Consolidated Financial Statements for a discussion on financing receivables and retained interest.
Investments

The following table summarizes, by major security type, the fair value and cost of Dell’s investments. All investments with remaining
maturities in excess of one year are recorded as long-term investments in the accompanying Consolidated Statements of Financial
Position.

February 1, 2008 February 2, 2007
Fair Unrealized Unrealized Fair Unrealized Unrealized
Value Cost Gain (Loss) Value Cost Gain (Loss)
(in millions)
Debt securities:
U.S. government
and agencies $ 1,013 $ 991 § 23§ 1 $ 1424 $ 1,449 $ —  § (25)
U.S. corporate 571 569 10 ®) 1,163 1,170 — @)
International
corporate 68 67 1 — 156 159 — 3)
State and municipal
government 5 5 — — 41 41 — —
Debt securities 1,657 1,632 34 ) 2,784 2,819 — (35)
Equity and other
securities 111 111 — — 115 109 6 —
Investments $§ 1,768 $§ 1,743 § 34 § 9 $ 2,899 $ 2928 $ 6 § (35)
Short-term $ 208 $ 206 $ 2 $ — $ 752 $ 756 $ — $ 4
Long-term 1,560 1,537 32 9) 2,147 2.172 6 (31)
Investments $ 1,768 $ 1,743 $ 34 $ 9 $ _2.899 $ 2,928 $ 6 $ (35)
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The fair value of Dell’s portfolio is affected primarily by interest rates more than the credit and liquidity issues currently facing the
capital markets. Dell attempts to mitigate these risks by investing primarily in high credit quality securities with AAA and AA ratings
and short-term securities with an A-1 rating, limiting the amount that can be invested in any single issuer, and by investing in short to
intermediate term investments whose market value is less sensitive to interest rate changes. As part of its cash and risk management
processes, Dell performs periodic evaluations of the credit standing of the institutions in accordance with its investment policy. Dell’s
investments in debt securities have effective maturities of less than five years. Management believes that no significant concentration
of credit risk for investments exists for Dell.

As of February 1, 2008, Dell did not hold any auction rate securities. At February 2, 2007, Dell held auction rate securities that had a
carrying value of $255 million. The total carrying value of investments in asset-backed and mortgage-backed debt securities was
approximately $550 million.

The following table summarizes Dell’s debt securities that had unrealized losses at February 1, 2008:

Less Than 12 Months 12 Months or Greater Total
Unrealized Unrealized Unrealize
Fair Value Loss Fair Value Loss Fair Value Loss
(in millions)
Debt securities.
U.S. government and
agencies $ 29 $ €)) $ 59 $ 0) $ 38 $ (1)
U.S. corporate 38 ® 27 (0) 65 ()
International corporate — — 2 — 2 —
State and municipal
governments... — — — — — —
Total debt securities $ 67 $ (9) $ 88 $ (0) $ 155 $ (9)

At February 1, 2008, Dell had 40 debt securities that had fair values below their carrying values for a period of less than 12 months
and 51 debt securities that had fair values below their carrying values for a period of more than 12 months. The unrealized losses are
due to changes in interest rates and are expected to be recovered over the contractual term of the instruments.

Dell periodically reviews its investment portfolio to determine if any investment is other-than-temporarily impaired due to changes in
credit risk or other potential valuation concerns. The unrealized loss of $9 million has been recorded in other comprehensive income
(loss), as Dell believes that the investments are not other-than-temporarily impaired. While certain available-for-sale securities have
market values below cost, Dell believes it is probable that the principal and interest will be collected in accordance with the
contractual terms, and that the decline in the market value is exacerbated by the overall credit concerns in the market. Factors
considered in determining whether a loss is other-than-temporary include the length of time and extent to which fair value has been
less than the cost basis, the underlying collateral, agency ratings, future cash flows, and Dell’s intent and ability to hold the investment
for a period of time sufficient to allow for any anticipated recovery in fair value. Dell’s assessment that an investment is not
other-than-temporarily impaired could change in the future due to new developments or changes in any particular investment.
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The fair value of Dell’s portfolio was based on quoted market prices, which Dell currently believes are indicative of fair value. Dell
will continue to evaluate whether the inputs are market observable as it implements SFAS 157.

The following table summarizes Dell’s realized gains and losses on investments:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)
Gains $ 17 $ 9 $ 13
Losses 3) (14) 15)
Net realized gain (loss) $ 14 $ %) $ (2)

Dell routinely enters into securities lending agreements with financial institutions in order to enhance investment income. Dell
requires that the loaned securities be collateralized in the form of cash or securities for values which generally exceed the value of the
loaned security. At February 1, 2008 and February 2, 2007, there were no securities on loan.

Foreign Currency Instruments

As part of its risk management strategy, Dell uses derivative instruments, primarily forward contracts and options, to hedge certain
foreign currency exposures. Dell’s objective is to offset gains and losses resulting from these exposures with gains and losses on the
derivative contracts used to hedge them, thereby reducing volatility of earnings and protecting fair values of assets and liabilities. Dell
does not use derivative contracts for speculative purposes. Dell applies hedge accounting based upon the criteria established by SFAS
133, whereby Dell designates its derivatives as fair value hedges or cash flow hedges. Dell estimates the fair values of derivatives
based on quoted market prices or pricing models using current market rates and records all derivatives in the Consolidated Statements
of Financial Position at fair value.

Cash Flow Hedges

Dell uses a combination of forward contracts and options designated as cash flow hedges to protect against the foreign currency
exchange rate risks inherent in its forecasted transactions denominated in currencies other than the U.S. dollar. The risk of loss
associated with purchased options is limited to premium amounts paid for the option contracts. The risk of loss associated with
forward contracts is equal to the exchange rate differential from the time the contract is entered into until the time it is settled. These
contracts typically expire in 12 months or less. For derivative instruments that are designated and qualify as cash flow hedges, Dell
records the effective portion of the gain or loss on the derivative instrument in accumulated other
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comprehensive income (loss) as a separate component of stockholders’ equity and reclassifies these amounts into earnings in the
period during which the hedged transaction is recognized in earnings. Dell reports the effective portion of cash flow hedges in the
same financial statement line item, within earnings, as the changes in value of the hedged item.

For foreign currency option and forward contracts designated as cash flow hedges, Dell assesses hedge effectiveness both at the onset
of the hedge as well as at the end of each fiscal quarter throughout the life of the derivative. Dell measures hedge ineffectiveness by
comparing the cumulative change in the fair value of the hedge contract with the cumulative change in the fair value of the hedged
item, both of which are based on forward rates. Dell recognizes any ineffective portion of the hedge, as well as amounts not included
in the assessment of effectiveness, currently in earnings as a component of investment and other income, net. Hedge ineffectiveness
for cash flow hedges was not material for Fiscal 2008, 2007 and 2006. During Fiscal 2008, 2007, and 2006, Dell did not discontinue
any cash flow hedges that had a material impact on Dell’s results of operations as substantially all forecasted foreign currency
transactions were realized in Dell’s actual results.

Changes in the aggregate unrealized net gain (loss) of Dell’s cash flow hedges that are recorded as a component of comprehensive
income (loss), net of tax, are presented in the table below. Dell expects to reclassify substantially all of the unrealized net loss
recorded in accumulated other comprehensive income (loss) at February 1, 2008, into earnings during the next fiscal year, providing
an offsetting economic impact against the underlying transactions.

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)

Aggregate unrealized net gain (loss) at beginning of year $ 13 $ (17) $ (26)
Net (losses) gains reclassified to earnings (392) (260) 225
Change in fair value of cash flow hedges 354 290 (216)

Aggregate unrealized net (loss) gain at end of year $ (25) $ 13 $ 17

Other Foreign Currency Derivative Instruments

Dell uses forward contracts to hedge monetary assets and liabilities, primarily receivables and payables, denominated in a foreign
currency. The change in the fair value of these instruments represents a natural hedge as their gains and losses offset the changes in the
underlying fair value of the monetary assets and liabilities due to movements in currency exchange rates. These contracts generally
expire in three months or less. These contracts are not designated as hedges under SFAS 133, and therefore, the change in the
instrument’s fair value is recognized currently in earnings as a component of investment and other income, net.

The gross notional value of foreign currency derivative financial instruments and the related net asset or liability were as follows:

February 1, 2008 February 2, 2007
Gross Net Asset Gross Net Asset
Notional (Liability) Notional (Liability)
(in millions)
Cash flow hedges $ 7,772 $ 9) $ 7,443 $ 80
Other derivatives (1,338) 8 (1,125) (5
$ 6434 $ (1) $ 6318 $ 75
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Commercial Paper

On June 1, 2006, Dell implemented a $1.0 billion commercial paper program with a supporting $1.0 billion senior unsecured
revolving credit facility. This program allows Dell to obtain favorable short-term borrowing rates. Dell pays facility commitment and
letter of credit participation fees at rates based upon Dell’s credit rating. Unless extended, this facility expires on June 1, 2011, at
which time any outstanding amounts under the facility will be due and payable. The facility requires compliance with conditions that
must be satisfied prior to any borrowing, as well as ongoing compliance with specified affirmative and negative covenants, including
maintenance of a minimum interest coverage ratio. Amounts outstanding under the facility may be accelerated for typical defaults,
including failure to pay principal or interest, breaches of covenants, non-payment of judgments or debt obligations in excess of

$200 million, occurrence of a change of control, and certain bankruptcy events. Dell believes it will be able to access the capital
markets to increase the size of its existing commercial paper program.

There were no outstanding advances under the commercial paper program as of February 1, 2008. At February 2, 2007, $100 million
was outstanding under the program, and the weighted-average interest rate on those outstanding short-term borrowings was 5.3%. Dell
uses the proceeds of the program and facility for general corporate purposes.

DFS Credit Facilities

Prior to Dell’s purchase of CIT’s 30% ownership interest in DFS in December 2007, DFS maintained credit facilities with CIT that
provided a maximum capacity of $750 million to fund leased equipment. These borrowings were secured by DFS’ assets and
contained certain customary restrictive covenants. Interest on the outstanding loans was paid quarterly and calculated based on an
average of the two- and three-year U.S. Treasury Notes plus 4.45%. DFS was required to make quarterly payments if the value of the
leased equipment securing the loans was less than the outstanding principal balance. At February 1, 2008, there were no outstanding
advances from CIT as the credit facilities terminated upon Dell’s acquisition of the remaining ownership interest in DFS. At
February 2, 2007, outstanding advances from CIT totaled $122 million, of which $87 million was included in short-term borrowings,
and $35 million was included in long-term debt on Dell’s Consolidated Statements of Financial Position.

India Credit Facilities

Dell India Pvt Ltd., Dell’s wholly-owned subsidiary, maintains unsecured short-term credit facilities with Citibank N.A. Bangalore
Branch India (“Citibank India”) that provide a maximum capacity of $30 million to fund Dell India’s working capital and import
buyers’ credit needs. Financing is available in both Indian rupees and foreign currencies. The borrowings are extended on an
unsecured basis based on Dell’s guarantee to Citibank U.S. Citibank India can cancel the facilities in whole or in part without prior
notice, at which time any amounts owed under the facilities will become immediately due and payable. Interest on the outstanding
loans is charged monthly and is calculated based on Citibank India’s internal cost of funds plus 0.25%. At February 1, 2008,
outstanding advances from Citibank India totaled $23 million, which is included in short-term borrowings on Dell’s Consolidated
Statement of Financial Position.

Long-Term Debt and Interest Rate Risk Management

In April 1998, Dell issued $200 million 6.55% fixed rate senior notes with the principal balance due April 15, 2008 (the “Senior
Notes”) and $300 million 7.10% fixed rate senior debentures with the principal balance due April 15, 2028 (the “Senior Debentures”).
Interest on the Senior Notes and Senior Debentures is paid semi-annually, on April 15 and October 15. The Senior Notes and Senior
Debentures rank equally and are redeemable, in whole or in part, at the election of Dell for principal, any accrued interest, and a
redemption premium based on the present value of interest to be paid over the term of the debt agreements. The Senior Notes and
Senior Debentures generally contain no restrictive covenants, other than a limitation on liens on Dell’s assets and a limitation on
sale-leaseback transactions involving Dell property. In early Fiscal 2009, we plan to obtain additional long-term debt financing.
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Concurrent with the issuance of the Senior Notes and Senior Debentures, Dell entered into interest rate swap agreements converting
Dell’s interest rate exposure from a fixed rate to a floating rate basis to better align the associated interest rate characteristics to its
cash and investments portfolio. The interest rate swap agreements have an aggregate notional amount of $200 million maturing
April 15, 2008 and $300 million maturing April 15, 2028. The floating rates are based on three-month London Interbank Offered
Rates plus 0.41% and 0.79% for the Senior Notes and Senior Debentures, respectively. As a result of the interest rate swap
agreements, Dell’s effective interest rates for the Senior Notes and Senior Debentures were 5.9% and 6.2%, respectively, for Fiscal
2008.

The interest rate swap agreements are designated as fair value hedges. Although the Senior Notes and Senior Debentures allow for
settlement before their stated maturity, such settlement would always be at an amount greater than the fair value of the Senior Notes
and Senior Debentures. Accordingly, the Senior Notes and Senior Debentures are not considered to be pre-payable as defined by

SFAS 133 and related interpretations. The changes in the fair value of the interest rate swaps are assessed in accordance with SFAS
133 and reflected in the carrying value of the interest rate swaps on the balance sheet. The estimated fair value is based primarily on
projected future swap rates. The carrying value of the debt is adjusted by an equal and offsetting amount. The estimated fair value of
the short and long-term debt was approximately $563 million at February 1, 2008, compared to a carrying value of $497 million at that
date.

NOTE 3 — INCOME TAXES

The provision for income taxes consists of the following:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)

Current:

Domestic $ 901 $ 846 $ 1,141

Foreign 287 178 263
Tax repatriation benefit — — (85)
Deferred (308) (262) (313)
Provision for income taxes $ 880 $ 762 $ 1,006

Income before income taxes included approximately $3.2 billion, $2.6 billion, and $3.0 billion related to foreign operations in Fiscal
2008, 2007, and 2006 respectively. On October 22, 2004, the American Jobs Creation Act of 2004 (the “Act”) was signed into law.
Among other items, the Act created a temporary incentive for U.S. multinationals to repatriate accumulated income earned outside the
U.S. at an effective tax rate of 5.25%, versus the U.S. federal statutory rate of 35%. In the fourth quarter of Fiscal 2005, Dell recorded
an initial estimated income tax charge of $280 million based on the decision to repatriate $4.1 billion of foreign earnings. This tax
charge included an amount relating to a drafting oversight that Congressional leaders expected to correct in calendar year 2005. On
May 10, 2005, the Department of Treasury issued further guidance that addressed the drafting oversight. In the second quarter of
Fiscal 2006, Dell reduced its original estimate of the tax charge by $85 million as a result of the guidance issued by the Treasury
Department in May 2005. As of February 3, 2006, Dell had completed the repatriation of the $4.1 billion in foreign earnings. No
foreign income was repatriated during Fiscal 2007 or Fiscal 2008.

Deferred tax assets and liabilities for the estimated tax impact of temporary differences between the tax and book basis of assets and

liabilities are recognized based on the enacted statutory tax rates for the year in which Dell expects the differences to reverse. Deferred

taxes have not been recorded on the excess book basis in the amount of approximately $10.8 billion in the shares of certain foreign

subsidiaries because these basis differences are not expected to reverse in the foreseeable future and are expected to be permanent in
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duration. These basis differences arose primarily through the undistributed book earnings of substantially all of the subsidiaries that
Dell intends to reinvest indefinitely. The basis differences could reverse through a sale of the subsidiaries, the receipt of dividends
from the subsidiaries, as well as various other events. Net of available foreign tax credits, residual income tax of approximately

$3.5 billion at February 1, 2008, would be due upon reversal of this excess book basis.

The components of Dell’s net deferred tax asset are as follows:

Deferred tax assets:
Deferred revenue
Inventory and warranty provisions
Investment impairments and unrealized gains
Provisions for product returns and doubtful accounts
Capital loss
Leasing and financing
Credit carryforwards
Stock-based and deferred compensation
Operating accruals
Other

Deferred tax assets

Deferred tax liabilities:
Property and equipment
Acquired intangibles
Other

Deferred tax liabilities
Valuation allowance

Net deferred tax asset

Current portion (included in other current assets)
Non-current portion (included in other non-current assets)
Net deferred tax asset

Fiscal Year Ended
February 1, February 2,
2008 2007
(in millions)
$ 597 $ 440
46 128
10 —
61 51
7 13
302 222
3 22
188 145
58 34
134 125
1,406 1,180
(105) (96)
(199) (16)
@b S 1)
(325) (151)
— R V1)
$ 1,081 $ 1,001
$ 596 $ 445
485 556
$ 1,081 $ 1,001

A portion of Dell’s foreign operations operate at a reduced tax rate or free of tax under various tax holidays, which expire in whole or
in part during Fiscal 2010 through 2021. Many of these holidays may be extended when certain conditions are met. The income tax

benefits attributable to the tax status of these subsidiaries were estimated to be approximately $502 million ($0.23 per share) in Fiscal
2008, $282 million ($0.13 per share) in Fiscal 2007, and $368 million ($0.15 per share) in Fiscal 2006.

In March 2007, China announced a broad program to reform tax rates and incentives, effective January 1, 2008, including the
introduction of phased-in transition rules that could significantly alter the Chinese tax structure for U.S. companies operating in China.
Clarification of the rules, which phase in higher statutory tax rates over a five year period, was issued in late Fiscal 2008. As a result,
Dell increased the relevant deferred tax assets to reflect the enacted statutory rates for the year in which it expects the differences to

reverse.
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The effective tax rate differed from the statutory U.S. federal income tax rate as follows:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
Effective tax rate:
U.S. federal statutory rate 35.0% 35.0% 35.0%
Foreign income taxed at different rates (18.2) (17.8) (13.9)
Tax repatriation benefit — — (1.9)
Foreign earnings subject to U.S. taxation 4.6 2.9 1.6
Imputed intercompany charges — 2.0 1.2
In-process research and development 0.8 — —
Other _0.8 0.7 (0.2)
Effective tax rate 23.0% 22.8% 21.8%

The increase in Dell’s Fiscal 2008 effective tax rate, compared to Fiscal 2007, is due to the tax related to accessing foreign cash and
the nondeductibility of acquisition-related IPR&D charges offset primarily by the increase of consolidated profitability in lower
foreign tax jurisdictions during Fiscal 2008 as compared to a year ago. The increase in Dell’s Fiscal 2007 effective tax rate, compared
to Fiscal 2006, is due to the $85 million tax reduction in the second quarter of Fiscal 2006 discussed above, offset by a higher
proportion of its operating profits being generated in lower foreign tax jurisdictions during Fiscal 2007.

Dell adopted FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement

No. 109 (“FIN 48”), effective February 3, 2007. The cumulative effect of adopting FIN 48 was a $62 million increase in tax liabilities
and a corresponding decrease to the February 2, 2007 stockholders’ equity balance of which $59 million related to retained earnings
and $3 million related to additional-paid-in-capital. In addition, consistent with the provisions of FIN 48, Dell changed the
classification of $1.1 billion of income tax liabilities from current to non-current because payment of cash is not anticipated within one
year of the balance sheet date. These non-current income tax liabilities are recorded in other non-current liabilities in the Consolidated
Statements of Financial Position. A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Total
(in millions)

Balance at February 3, 2007 $ 1,096

Increases related to tax positions of the current year 390

Increases related to tax positions of prior years 34

Reductions for tax positions of prior years (13)

Lapse of statute of limitations (6)

Settlements (18)
Balance at February 1, 2008 $ 1,483

Associated with the unrecognized tax benefits of $1.5 billion at February 1, 2008, are interest and penalties as well as $171 million of
offsetting tax benefits associated with estimated transfer pricing, the benefit of interest deductions, and state income tax benefits. The
net amount of $1.6 billion, if recognized, would favorably affect Dell’s effective tax rate.

Interest and penalties related to income tax liabilities are included in income tax expense. The balance of gross accrued interest and

penalties recorded in the Consolidated Statements of Financial Position at February 1, 2008 and February 2, 2007, was $288 million

and $200 million, respectively. During Fiscal 2008, $88 million related to interest and penalties was included in income tax expense.
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Dell is currently under audit in various jurisdictions, including the United States. The tax periods open to examination by the major
taxing jurisdictions to which Dell is subject include fiscal years 1997 through 2008. Dell does not anticipate a significant change to the
total amount of unrecognized benefits within the next 12 months.

NOTE 4 — CAPITALIZATION
Preferred Stock

Authorized Shares — Dell has the authority to issue five million shares of preferred stock, par value $.01 per share. At February 1,
2008 and February 2, 2007, no shares of preferred stock were issued or outstanding.

Redeemable Common Stock

In prior years, Dell inadvertently failed to register with the SEC the issuance of some shares under certain employee benefit plans. As
a result, certain purchasers of common stock pursuant to those plans may have the right to rescind their purchases for an amount equal
to the purchase price paid for the shares, plus interest from the date of purchase. At February 1, 2008 and February 2, 2007, Dell has
classified 4 million shares ($94 million) and 5 million shares ($111 million), respectively, which are subject to potential rescission
rights outside stockholders’ equity, because the redemption features are not within the control of Dell. No shareholder exercised these
rescission rights in Fiscal 2008. Dell may also be subject to civil and other penalties by regulatory authorities as a result of the failure
to register. These shares have always been treated as outstanding for financial reporting purposes.

Common Stock
Authorized Shares — At February 1, 2008, Dell is authorized to issue 7.0 billion shares of common stock, par value $.01 per share.

Share Repurchase Program — Dell has a share repurchase program that authorizes it to purchase shares of common stock in order to
increase shareholder value and manage dilution resulting from shares issued under Dell’s equity compensation plans. However, Dell
does not currently have a policy that requires the repurchase of common stock in conjunction with stock-based payment arrangements.
On December 3, 2007, Dell’s Board of Directors approved a new authorization for an additional $10.0 billion for share repurchases.
Dell suspended its repurchase program in September 2006, and after recommencing the program during the fourth quarter of Fiscal
2008, Dell repurchased 179 million shares for an aggregate cost of approximately $4.0 billion.

NOTE 5 —BENEFIT PLANS
Description of the Plans

Employee Stock Plans — Dell is currently issuing stock grants under the Dell Amended and Restated 2002 Long-Term Incentive Plan
(“the 2002 Incentive Plan”), which was approved by shareholders on December 4, 2007. There are previous plans that have been
terminated except for options previously granted under those plans that are still outstanding. These are all collectively referred to as
the “Stock Plans”.

The 2002 Incentive Plan provides for the granting of stock-based incentive awards to Dell’s employees, non-employee directors, and
certain consultants and advisors to Dell. Awards may be incentive stock options within the meaning of Section 422 of the Internal
Revenue Code, nonqualified stock options, restricted stock, or restricted stock units. There were approximately 292 million,
271 million, and 272 million shares of Dell’s common stock available for future grants under the Stock Plans at February 1, 2008,
February 2, 2007, and February 3, 2006, respectively. To satisfy stock option exercises, Dell has a policy of issuing new shares as
opposed to repurchasing shares on the open market.
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Stock Option Agreements — The right to purchase shares pursuant to existing stock option agreements typically vests pro-rata at each
option anniversary date over a three- to five-year period. The options, which are granted with option exercise prices equal to the fair
market value of Dell’s common stock on the date of grant, generally expire within ten to twelve years from the date of grant. Dell has
not issued any options to consultants or advisors to Dell since Fiscal 1999. In conjunction with the adoption of SFAS 123(R) in the
first quarter of Fiscal 2007, Dell changed its method of attributing the value of stock-based compensation expense from an accelerated
approach to a straight-line method. Compensation expense for all stock option awards granted on or prior to February 3, 2006, uses the
accelerated approach with an exception of stock options granted in Fiscal 2002 and Fiscal 2003, for which the straight-line method is
used.

Restricted Stock Awards — Awards of restricted stock may be either grants of restricted stock, restricted stock units, or
performance-based stock units that are issued at no cost to the recipient. For restricted stock grants, at the date of grant, the recipient
has all rights of a stockholder, subject to certain restrictions on transferability and a risk of forfeiture. Restricted stock grants typically
vest over a three- to seven-year period beginning on the date of grant. For restricted stock units, legal ownership of the shares is not
transferred to the employee until the unit vests, which is generally over a three- to five-year period. Dell also grants
performance-based restricted stock units as a long-term incentive in which an award recipient receives shares contingent upon Dell
achieving performance objectives and the employees’ continuing employment through the vesting period, which is generally over a
three- to five-year period. Compensation expense recorded in connection with these performance-based restricted stock units is based
on Dell’s best estimate of the number of shares that will eventually be issued upon achievement of the specified performance criteria
and when it becomes probable that certain performance goals will be achieved. The cost of these awards is determined using the fair
market value of Dell’s common stock on the date of the grant. Compensation expense for restricted stock awards with a service
condition is recognized on a straight-line basis over the vesting term. Compensation expense for performance-based restricted stock
awards is recognized on an accelerated multiple-award approach based on the most probable outcome of the performance condition. In
accordance with SFAS 123(R), deferred compensation related to restricted stock awards issued prior to Fiscal 2007, which was
previously classified as “other” in stockholders’ equity, was classified as capital in excess of par value upon adoption.

Temporary Suspension of Option Exercises, Vesting of Restricted Stock Units, and Employee Stock Purchase Plan (“ESPP”)
Purchases — As a result of Dell’s inability to timely file its Annual Report on Form 10-K for Fiscal 2007, Dell suspended the exercise
of employee stock options, the settlement of restricted stock units, and the purchase of shares under the ESPP on April 4, 2007. Dell
resumed allowing the exercise of employee stock options by employees and the settlement of restricted stock units on October 31,
2007. The purchase of shares under the ESPP will not be resumed as the plan has been discontinued effective the first quarter of Fiscal
2009.

Dell agreed to pay cash to current and former employees who held in-the-money stock options (options that have an exercise price less
than the current market stock price) that expired during the period of unexercisability due to Dell’s inability to timely file its Annual
Report on Form 10-K for Fiscal 2007. Dell has made payments of approximately $107 million relating to in-the-money stock options
that expired in the second and third quarters of Fiscal 2008. Of the $107 million total, $17 million is included in cost of net revenue
and $90 million in operating expenses. As options have again become exercisable, Dell does not expect to pay cash for expired
in-the-money stock options in the future.
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General Information

Stock Option Activity — The following table summarizes stock option activity for the Stock Plans during Fiscal 2008:

Options outstanding — February 2, 2007
Granted

Exercised

Forfeited

Cancelled/expired

Options outstanding — February 1, 2008

Vested and expected to vest (net of estimated forfeitures) —
February 1, 2008 (a)
Exercisable — February 1, 2008

The following table summarizes stock option activity for the Stock Plans during Fiscal 2007:

Options outstanding — February 3, 2006
Granted

Exercised

Forfeited

Cancelled/expired

Options outstanding — February 2, 2007

Vested and expected to vest (net of estimated forfeitures) —
February 2, 2007 (a)
Exercisable — February 2, 2007 (2)

(a)
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Weighted-
Weighted- Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Options Price Term Value
(in millions) (per share) (in years) (in millions)
314 $32.16
12 24.45
(7 18.99
(5) 26.80
(50) 32.01
264 $32.30
259 $32.43 4.5 $ 13
242 $32.89 4.2 $ 12
Weighted-
Weighted- Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Options Price Term Value
(in millions) (per share) (in years) (in millions)
343 $31.86
10 25.97
(13) 14.09
4) 25.84
(22) 36.43
314 $32.16
309 $32.26 5.2 $148
284 $32.74 5.1 $145

For options vested and expected to vest and options
exercisable, the aggregate intrinsic value in the table
above represents the total pre-tax intrinsic value (the
difference between Dell’s closing stock price on
February 1, 2008 and February 2, 2007, and the exercise
price multiplied by the number of in-the-money options)
that would have been received by the option holders had
the holders exercised their options on February 1, 2008
and February 2, 2007. The intrinsic value changes based
on changes in the fair market value of Dell’s common

stock.
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Other information pertaining to stock options for Fiscal 2008, Fiscal 2007, and Fiscal 2006 is as follows:

Fiscal Years Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions, except per option data)
Weighted-average grant date fair value of stock options granted per option $6.29 $6.90 $10.22
Total fair value of options vested(2) $208 $ 415 $2,029
Total intrinsic value of options exercised (b) $ 64 $171 $ 688
(a) Includes the Fiscal 2006 acceleration of vesting of

certain unvested and “out-of-the-money” stock options
with exercise prices equal to or greater than the $30.75
per share previously awarded under equity
compensation plans.

(b) The total intrinsic value of options exercised represents
the total pre-tax intrinsic value (the difference between
the stock price at exercise and the exercise price
multiplied by the number of options exercised) that was
received by the option holders who exercised their
options during the fiscal year.

At February 1, 2008, $93 million of total unrecognized stock-based compensation expense, net of estimated forfeitures, related to
stock options is expected to be recognized over a weighted-average period of approximately 2.0 years.

Non-vested Restricted Stock Activity — Non-vested restricted stock awards at February 1, 2008 and February 2, 2007, and activities
during Fiscal 2008 and Fiscal 2007 were as follows:

Weighted-
Number Average

of Grant Date

Shares Fair Value

(in millions) (per share)
Non-vested restricted stock — February 2, 2007 17 $28.76
Granted 26 22.85
Vested 3) 28.79
Forfeited 4 24.71
Non-vested restricted stock — February 1, 2008 36 $24.90

Weighted-
Number Average

of Grant Date

Shares Fair Value

(in millions) (per share)
Non-vested restricted stock — February 3, 2006 2 $34.66
Granted 21 28.36
Vested 1) 28.84
Forfeited _5 29.29
Non-vested restricted stock — February 2, 2007 17 $28.76

55

Source: DELL INC, 8-K, June 05, 2008



DELL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Fiscal Years Ended

February 1, February 2, February 3,
2008 2007 2006
(in millions, except per share data)
Weighted-average grant date fair value of restricted stock awards granted $22.85 $28.36 $39.70
Total estimated fair value of restricted stock awards vested $ 103 $ 16 $ —

At February 1, 2008, $600 million of unrecognized stock-based compensation expense, net of estimated forfeitures, related to
non-vested restricted stock awards is expected to be recognized over a weighted-average period of approximately 1.9 years.

Expense Information under SFAS 123(R)

For Fiscal 2008 and Fiscal 2007, stock-based compensation expense, net of income taxes, was allocated as follows:

Fiscal Year Ended
February 1, February 2,
2008 2007
(in millions)

Stock-based compensation expense:

Cost of net revenue $ 62 $ 59

Operating expenses 374 309
Stock-based compensation expense before taxes 436 368

Income tax benefit 127) 110)
Stock-based compensation expense, net of income taxes $ 309 $ 258

Stock-based compensation in the table above includes $107 million of cash expense in Fiscal 2008 for expired stock options as
previously discussed.

Prior to the adoption of SFAS 123(R), net income included compensation expense related to restricted stock awards but did not
include stock-based compensation expense for employee stock options or the purchase discount under Dell’s ESPP. As a result of
adopting SFAS 123(R), income before income taxes and net income were lower by $272 million and $191 million, respectively, for
Fiscal 2007 as compared to Fiscal 2006, than if Dell had not adopted SFAS 123(R). The impact on both basic and diluted earnings per
share for the fiscal year ended February 2, 2007, was $0.08 per share. The remaining $96 million of pre-tax stock compensation
expense for the fiscal year ended February 2, 2007, is associated with restricted stock awards that, consistent with APB 25, are
expensed over the associated vesting period. Stock-based compensation expense is based on awards expected to vest, reduced for
estimated forfeitures. SFAS 123(R) requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent
periods if actual forfeitures differ from those estimates. In the pro forma information required under SFAS 123, forfeitures were
accounted for as they occurred.

Prior to the adoption of SFAS 123(R), tax benefits resulting from tax deductions in excess of the stock-based compensation expense
recognized for those options were classified as operating cash flows. The excess windfall tax benefits are now classified as a source of
financing cash flows, with an offsetting amount classified as a use of operating cash flows. This amount was $12 million in Fiscal
2008 and $80 million in Fiscal 2007. In addition, there was no material stock-based compensation expense capitalized as part of the

cost of an asset.
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Pro Forma Information under SFAS 123 for Periods Prior to Fiscal 2007

Prior to the adoption of SFAS 123(R), Dell measured compensation expense for its employee stock-based compensation plan using
the intrinsic value method prescribed by APB 25. Under APB 25, when the exercise price of Dell’s employee stock options equaled or
exceeded the market price of the underlying stock on the date of the grant, no compensation expense was recognized. Dell applied the
disclosure provisions of SFAS 123, as amended by SFAS 148, as if the fair-value based method had been applied in measuring
compensation expense.

The following table illustrates the effect on net income and earnings per share for the fiscal year ended February 3, 2006, as if Dell
had applied the fair value recognition provisions of SFAS 123 to stock options and stock purchase plans:

Fiscal Year Ended

(in millions, except per share data) February 3, 2006
Net income $ 3,602

Deduct: Total stock options and stock purchase plans employee compensation determined under fair value

method for these awards, net of related tax effects (1,094)

Net income — pro forma $ 2,508
Earnings per common share:

Basic $ 1.50

Basic — pro forma $ 1.04

Diluted $ 1.47

Diluted — pro forma $ 1.02

On January 5, 2006, Dell’s Board of Directors approved the acceleration of vesting of certain unvested and “out-of-the-money” stock
options with exercise prices equal to or greater than $30.75 per share previously awarded under equity compensation plans. Options to
purchase approximately 101 million shares of common stock, or 29% of the outstanding unvested options, were subject to the
acceleration. The weighted-average exercise price of the options that were accelerated was $36.37. The purpose of the acceleration
was to enable Dell to reduce future compensation expense associated with these options upon the adoption of SFAS 123(R).

Valuation Information

SFAS 123(R) requires the use of a valuation model to calculate the fair value of stock option awards. Dell has elected to use the
Black-Scholes option pricing model, which incorporates various assumptions, including volatility, expected term, and risk-free interest
rates. The volatility is based on a blend of implied and historical volatility of Dell’s common stock over the most recent period
commensurate with the estimated expected term of Dell’s stock options. Dell uses this blend of implied and historical volatility
because management believes such volatility is more representative of prospective trends. The expected term of an award is based on
historical experience and on the terms and conditions of the stock awards granted to employees. The dividend yield of zero is based on
the fact that Dell has never paid cash dividends and has no present intention to pay cash dividends.
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The weighted-average fair value of stock options and purchase rights under the employee stock purchase plan was determined based
on the Black-Scholes option pricing model weighted for all grants during Fiscal 2008, 2007, and 2006 utilizing the assumptions in the
following table:

Fiscal Years Ended

February 1, February 2, February 3,
2008 2007 2006

Expected term:

Stock options 3.5 years 3.6 years 3.8 years

Employee stock purchase plan N/A(a) 3 months 3 months
Risk-free interest rate (U.S. Government Treasury Note) 4.4% 4.8% 3.9%
Volatility 27% 26% 25%
Dividends 0% 0% 0%
(a) No purchase rights were granted under the ESPP in

Fiscal 2008 due to Dell suspending the ESPP on

April 4, 2007, and subsequently discontinuing the plan
effective the first quarter of Fiscal 2009 as a part of an
overall assessment of its benefits strategy.

401(k) Plan — Dell has a defined contribution retirement plan (the “401(k) Plan”) that complies with Section 401(k) of the Internal
Revenue Code. Substantially all employees in the U.S. are eligible to participate in the Plan. Effective January 1, 2008, Dell matches
100% of each participant’s voluntary contributions, subject to a maximum contribution of 5% of the participant’s compensation, and
participants vest immediately in all Dell contributions to the Plan. From January 1, 2005 to December 31, 2007, Dell matched 100%
of each participant’s voluntary contributions, subject to a maximum contribution of 4% of the participant’s compensation. Prior to
January 1, 2005, Dell matched 100% of each participant’s voluntary contributions, subject to a maximum contribution of 3% of the
participant’s compensation. Dell’s contributions during Fiscal 2008, 2007, and 2006 were $76 million, $70 million, and $66 million,
respectively. Dell’s contributions are invested according to each participant’s elections in the investment options provided under the
Plan. Investment options include Dell stock, but neither participant nor Dell contributions are required to be invested in Dell stock. As
a result of Dell’s failure to file its Annual Report on Form 10-K for Fiscal 2007 by the original due date, April 3, 2007, Dell suspended
the right of Plan participants to invest additional contributions in Dell stock on April 4, 2007. Effective December 7, 2007, with the
filing of a registration statement on Form S-8, Dell ended the suspension and began allowing Plan participants to invest contributions
in Dell stock.

Deferred Compensation Plan — Dell has a nonqualified deferred compensation plan (the “Deferred Compensation Plan”) for the
benefit of certain management employees and non-employee directors. The Deferred Compensation Plan permits the deferral of base
salary and annual incentive bonus. The deferrals are held in a separate trust, which has been established by Dell to administer the Plan.
The assets of the trust are subject to the claims of Dell’s creditors in the event that Dell becomes insolvent. Consequently, the trust
qualifies as a grantor trust for income tax purposes (i.e. a “Rabbi Trust”). In accordance with the provisions of EITF No. 97-14,
Accounting for Deferred Compensation Arrangements Where Amounts Earned are Held in a Rabbi Trust and Invested (“EITF
97-14”), the assets and liabilities of the Plan are presented in investments and accrued and other liabilities in the accompanying
Consolidated Statements of Financial Position, respectively. The assets held by the trust are classified as trading securities with
changes recorded to investment and other income, net, and changes in the deferred compensation liability recorded to compensation
expense.

Employee Stock Purchase Plan — Dell discontinued its shareholder approved employee stock purchase plan during the first quarter of
Fiscal 2009. Prior to discontinuance, the ESPP allowed participating employees to purchase common stock through payroll deductions
at the end of each three-month participation period at a purchase price equal to 85% of the fair market value of the common stock at
the end of the participation period. Upon adoption of SFAS 123(R) in Fiscal 2007, Dell began recognizing compensation expense for
the 15% discount received by the participating employees. No common stock was issued under this plan in Fiscal 2008 due to Dell
suspending the ESPP on April 4, 2007, and subsequently discontinuing the ESPP as
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part of an overall assessment of its benefits strategy. Common stock issued under ESPP totaled 6 million shares in Fiscal 2007 and
5 million shares in Fiscal 2006. The weighted-average fair value of the purchase rights under the ESPP during Fiscal 2007 and Fiscal
2006 was $3.89 and $6.30 per right, respectively.

NOTE 6 — FINANCIAL SERVICES
Dell Financial Services L.P.

Dell offers or arranges various financing options and services for its business and consumer customers in the U.S. through DFS, a
wholly-owned subsidiary of Dell. DFS was formerly a joint venture between Dell and CIT, but on December 31, 2007, Dell purchased
CIT’s remaining 30% interest in DFS, making it a wholly-owned subsidiary. DFS is a full service financial services entity; key
activities include the origination, collection, and servicing of customer receivables related to the purchase of Dell products.

Dell utilizes DFS to facilitate financing for a significant number of customers who elect to finance products sold by Dell. New
financing originations, which represent the amounts of financing provided to customers for equipment and related software and
services through DFS, were $5.7 billion, $6.1 billion, and $6.5 billion during the fiscal year ended February 1, 2008, February 2, 2007,
and February 3, 2006, respectively.

CIT continues to have the right to purchase a minimum percentage of DFS’ customer receivables until January 29, 2010 (Fiscal 2010),
with the option to accelerate all or a portion of the Fiscal 2010 funding rights into Fiscal 2009. CIT’s minimum funding right is
approximately 35% of the new customer receivables facilitated by DFS, but could be as much as 60% if CIT fully accelerates its
Fiscal 2010 minimum funding right.

DFS services the receivables purchased by CIT. However, Dell’s obligation related to the performance of the DFS originated
receivables purchased by CIT is limited to the cash funded credit reserves established at the time of funding.

Financing Receivables

The following table summarizes the components of Dell’s financing receivables, net of the allowance for doubtful accounts:

Fiscal Year Ended
February 1, February 2,
2008 2007
(in millions)
Financing receivables, net:
Customer receivables:
Revolving loans, gross $ 1,063 $ 805
Fixed-term leases and loans, gross 654 632
Customer receivables, gross 1,717 1,437
Customer receivables allowance (96) (39)
Customer receivables, net 1,621 1,398
Residual interest 295 296
Retained interest 223 159
Financing receivables, net $ 2,139 $ 1,853
Short-term $ 1,732 $ 1,530
Long-term 407 323
Financing receivables, net $ 2,139 $ 1,853
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Financing receivables consist of customer receivables, residual interest, and retained interest in securitized receivables. Customer
receivables include fixed-term loans and leases and revolving loans resulting from the sale of Dell products and services. For
customers who desire lease financing, Dell enters into sales-type lease arrangements with the customers. Of the customer receivables
balance, $444 million represent balances which are due from CIT in connection with specified promotional programs.

» Customer receivables are presented net of allowance for uncollectible accounts. The allowance is based on factors including
historical experience, past due receivables, receivable type, and the risk composition of the receivables. The composition and
credit quality varies from investment grade commercial customers to subprime consumers. Subprime receivables comprise less
than 20% of the net customer receivable balance at February 1, 2008. Financing receivables are charged to the allowance at the
earlier of when an account is deemed to be uncollectible or when an account is 180 days delinquent. Recoveries on customer
receivables previously charged off as uncollectible are recorded to the allowance for uncollectible accounts. The following is a
description of the components of financing receivables.

— Revolving loans offered under private label credit financing programs provide qualified customers with a revolving credit line
for the purchase of products and services offered by Dell. Revolving loans bear interest at a variable annual percentage rate that
is tied to the prime rate. From time to time, account holders may have the opportunity to finance their Dell purchases with
special programs during which, if the outstanding balance is paid in full, no interest is charged. These special programs
generally range from 3 to 12 months and have an average original term of approximately 11 months. At February 1, 2008 and
February 2, 2007, $668 million and $694 million, respectively, were receivables under these special programs.

— Leases with business customers generally have fixed terms of two to three years. Future maturities of minimum lease payments
at February 1, 2008, are as follows: 2009: $137 million; 2010: $74 million; 2011: $30 million; and 2012: $4 million.
Fixed-term loans are also offered to qualified small businesses and primarily consist of loans with short-term maturities.

The following table presents the net credit losses and accounts 60 days or more past due of customer receivables. Net credit losses on
leases and loans represent net investment balances. Net credit losses on revolving loans represent principal losses, net of recoveries.
Net credit losses increased in Fiscal 2008 due to higher delinquencies driven by deterioration in the credit environment.

Fiscal Year Ended
February 1, 2008 February 2, 2007
Dollars % Dollars Y%
(in millions, except percentages)
Net credit losses of customer financing receivables $40 2.7% (a) $20 1.5% (a)
Customer financing receivables 60 days or more delinquent $34 2.1% (b) $10 0.7% (b)
(a) Net credit losses as a percentage of the outstanding average customer

receivables balance over the year.

(b) Customer financing receivables 60 days or more delinquent divided
by the ending customer financing receivables balance.

* Dell retains a residual interest in the leased equipment. The amount of the residual interest is established at the inception of the
lease based upon estimates of the value of the equipment at the end of the lease term using historical studies, industry data, and
future value-at-risk demand valuation methods. On a periodic basis, Dell assesses the carrying amount of its recorded residual
values for impairment. Anticipated declines in specific future residual values that are considered to be other-than-temporary are

recorded in current earnings.
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¢ Retained interests represent the residual beneficial interest Dell retains in certain pools of securitized financing receivables.
Retained interests are stated at the present value of the estimated net beneficial cash flows after payment of all senior interests. In
estimating the value of retained interests, Dell makes a variety of financial assumptions, including pool credit losses, payment
rates, and discount rates. These assumptions are supported by both Dell’s historical experience and anticipated trends relative to
the particular receivable pool. Dell reviews its investments in retained interests periodically for impairment, based on estimated
fair value. In the first quarter of Fiscal 2008, Dell adopted SFAS 155, and as a result, all gains and losses are recognized in income

immediately.

The following table summarizes the components of retained interest balances and related cash flows:

Retained interest:
Retained interest at beginning of year
New sales
Distributions from conduits
Net accretion
Change in fair value for the period
Retained interest at end of year

Cash flows during the periods:
Proceeds from new securitizations
Other cash flows received on retained interests
Servicing and administration fees received
Repurchases of ineligible contracts

Cash flows during the period

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)
$ 159 $ 90 $ 24
173 167 97
(132) (142) (37)
31 17 4
®) 27 2
$ 223 $ 159 $ 90
$ 538 $ 607 $ 446
132 142 36
15 9 —
(1) () )
$ 674 $ 751 $ 478

The table below summarizes the key assumptions used to measure the retained interest at the date of the securitizations for
transactions completed in Fiscal 2008 and the assumptions used in calculating the fair value of the retained interest in securitized

assets at February 1, 2008.

Weighted Average Key Assumptions

Monthly
Payment Credit Discount
Rates Losses Rates Life
(lifetime) (annualized) (months)
Time of sale valuation of retained interest 9% 8% 14% 14
Valuation of retained interests 8% 10% 16% 12
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The impact of adverse changes to the key valuation assumptions to the fair value of retained interest at February 1, 2008 and
February 2, 2007 is shown in the following table:

Fiscal Year Ended
February 1, February 2,
2008 2007
(in millions)

Adverse change of:
Expected prepayment speed: 10% $(17) $ (2
Expected prepayment speed: 20% $27) $ @
Expected credit losses: 10% $ (®) $ (7)
Expected credit losses: 20% $(15) $(14)
Discount rate: 10% $ (7) $ 4
Discount rate: 20% $(13) $ (3

These sensitivity analyses are hypothetical in nature and should be used with caution. The analyses utilized 10% and 20% adverse
variation in assumptions to assess the sensitivities in fair values of the retained interest. However, these changes generally cannot be
extrapolated because the relationship of the change in assumptions to the change in fair value may not be linear. Further, the effect of
a variation in a particular assumption on the fair value is calculated without giving effect to any other assumption changes. It should
be noted that changes in one factor may result in changes in another factor (for example, increases in market interest rates may result
in lower prepayments and increased credit losses) that may magnify or counteract the other factor’s sensitivities. The effect of multiple
factor changes were not considered in this analysis.

Asset Securitization

During Fiscal 2008 and Fiscal 2007, Dell sold $1.2 billion and $1.1 billion, respectively, of fixed-term leases and loans and revolving
loans to unconsolidated qualifying special purpose entities. The qualifying special purpose entities are bankruptcy remote legal entities
with assets and liabilities separate from those of Dell. The sole purpose of the qualifying special purpose entities is to facilitate the
funding of financing receivables in the capital markets. Dell determines the amount of receivables to securitize based on its funding
requirements in conjunction with specific selection criteria designed for the transaction. The qualifying special purpose entities have
entered into financing arrangements with three multi-seller conduits that, in turn, issue asset-backed debt securities in the capital
markets. Transfers of financing receivables are recorded in accordance with the provisions of SFAS 140. The principal balance of the
securitized receivables at the end of Fiscal 2008 and Fiscal 2007 was $1.2 billion and $1.0 billion, respectively.

Dell retains the right to receive collections on securitized receivables in excess of amounts needed to pay interest and principal as well
as other required fees. Upon the sale of the financing receivables, Dell records the present value of the excess cash flows as a retained
interest, which typically results in a gain that ranges from 1% to 3% of the customer receivables sold. Dell services the securitized
contracts and earns a servicing fee. Dell’s securitization transactions generally do not result in servicing assets and liabilities, as the
contractual fees are adequate compensation in relation to the associated servicing cost.

Dell securitization programs contain standard structural features related to the performance of the securitized receivables. These
structural features include defined credit losses, delinquencies, average credit scores, and excess collections above or below specified
levels. In the event one or more of these features are met and Dell is unable to restructure the program, no further funding of
receivables will be permitted and the timing of expected retained interest cash flows will be delayed, which would impact the
valuation of the retained interest. Should these events occur, Dell does not expect a material adverse affect on the valuation of the
retained interest or on Dell’s ability to securitize financing receivables.
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The following table presents the net credit losses and accounts 60 days or more past due of the securitized financing receivables:

Fiscal Year Ended
February 1, 2008 February 2, 2007
Dollars % Dollars %
(in millions, except percentages)
Net credit losses of securitized financing receivables $81 7.0%(2) $31 3.8%(a)
Securitized financing receivables 60 days or more delinquent $54 4.4%(b) $33 3.4%(b)
(a) Net credit losses as a percentage of the average outstanding

securitized financing receivables over the year.

(b) Securitized financing receivables 60 days or more delinquent divided
by the ending securitized financing receivables balance.

NOTE 7 — ACQUISITIONS

Dell has recorded all of its acquisitions using the purchase method of accounting in accordance with SFAS No. 141, Business
Combinations (“SFAS 141”). Accordingly, the results of operations of the acquired companies have been included in Dell’s
consolidated results since the date of each acquisition. Dell allocates the purchase price of its acquisitions to the tangible assets,
liabilities, and intangible assets acquired, which include in-process research & development (“IPR&D”) charges, based on their
estimated fair values. The excess of the purchase price over the fair value of the identified assets and liabilities has been recorded as
goodwill. The fair value assigned to the assets acquired is based on valuations using management’s estimates and assumptions. Dell
does not expect the majority of goodwill related to these acquisitions to be deductible for tax purposes. Dell has not presented pro
forma results of operations because these acquisitions are not material to Dell’s consolidated results of operations, financial position or
cash flows on either an individual or an aggregate basis.

The purchase price allocations for these acquisitions are preliminary and subject to revision as more detailed analyses are completed
and additional information about the fair value of assets and liabilities becomes available. Any change in the estimated fair value of
the net assets of the acquired companies will change the amount of the purchase price allocable to goodwill.

EqualLogic Acquisition

On January 25, 2008, Dell completed its acquisition of EqualLogic Inc. (“EqualLogic”), a provider of high performance Internet
Protocol (IP) iSCSI storage area network (SAN) solutions uniquely designed for virtualization and ease-of-use. Dell acquired 100% of
the common shares of EqualLogic for approximately $1.4 billion in cash. Dell recorded approximately $969 million of goodwill and
$486 million of amortizable intangible assets. This acquisition will strengthen Dell’s product and channel position and assist Dell in its
strategic efforts to simplify and virtualize IT for its customers globally. Dell also expensed IPR&D of $75 million resulting from the
EqualLogic acquisition.
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Based on valuations prepared using estimates and assumptions developed by management, the preliminary purchase price allocation
as of the date of acquisition are as follows:

(in millions)

Cash, cash equivalents, and short-term investments $ 21
Other tangible assets 57
Liabilities _(@24d3)
Total net liabilities assumed (165)
Amortizable intangible assets 486
Goodwill 969
IPR&D 75
Total purchase price $ 1,365

Dell has included EqualLogic in its storage line of business for product revenue reporting purposes. Goodwill, which represents the
excess of the purchase price over the net tangible and intangible assets acquired, is not deductible for tax purposes. The amortizable
intangible assets are being amortized over their estimated useful lives based upon their expected future cash flows, as follows:

Weighted-Average

Useful Life
(in millions) (years)
Technology $ 424 6.0
Customer relationships 46 7.6
Covenants not-to-compete 16 4.2
Total amortizable intangible assets $ 486 6.1

ASAP Software Acquisition

On November 9, 2007, Dell completed its acquisition of ASAP Software Express, Inc., (“ASAP”), a provider of software solutions
and licensing services for approximately $353 million in cash. This acquisition will help Dell to simplify information technology by
combining Dell’s reach as a leading supplier of commercial technology and services and ASAPs expertise in software licensing and
license management. In connection with the acquisition, Dell recorded approximately $130 million of goodwill and $171 million of
amortizable intangible assets. Dell did not record any IPR&D in connection with the ASAP acquisition.

Based on valuations prepared using estimates and assumptions prepared by management, the purchase price allocation as of the date
of acquisition are as follows:

(in millions)

Cash, cash equivalents, and short-term investments $ 2

Other tangible assets 175

Liabilities (125)
Total net assets acquired 52

Amortizable intangible assets 171

Goodwill 130
Total purchase price $ 353
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Dell has included ASAP in its software and peripherals line of business for product revenue reporting purposes. Goodwill, which
represents the excess of the purchase price over the net tangible and intangible assets acquired, is expected to be deductible for tax
purposes. The amortizable intangible assets are being amortized over their estimated useful lives based upon their projected cash flows
as follows:

Weighted-Average

Useful Life
(in millions) (years)
Technology $ 18 4.9
Customer relationships 144 10.8
Tradenames 8 53
Covenants not-to-compete 1 1.1
Total amortizable intangible assets $ 171 9.9

Other Acquisitions in Fiscal 2008

Dell acquired three other companies in Fiscal 2008, Everdream Corporation, Silverback Technologies Inc., and Zing Systems Inc. Dell
also purchased CIT Group Inc.’s remaining 30% interest in DFS during Fiscal 2008. Total consideration for these purchases was
approximately $553 million, which included direct transaction costs, and certain liabilities recorded in connection with these
acquisitions. The largest of these transactions was the purchase of CIT’s 30% minority interest in DFS for approximately

$306 million, which resulted in recognition of $245 million of goodwill and now gives Dell 100% ownership in DFS. With these
acquisitions Dell expects to be able to broaden its services and financing offerings to customers while simplifying IT.

Dell recorded approximately $438 million of goodwill and $78 million of amortizable intangible assets in connection with these other
acquisitions. Dell also expensed approximately $8 million of [IPR&D related to these acquisitions in Fiscal 2008. Based on valuations
prepared using estimates and assumptions developed by management, the preliminary purchase price allocations as of the date of
acquisitions are as follows:

(in millions)

Cash and short-term investments $ 9
Other tangible assets 7
Liabilities 4
Total net assets acquired 2
Amortizable intangible assets 78
Indefinite lived intangible assets(a) 27
Total purchased intangibles 105
Goodwill 438
IPR&D 8
Total purchase price $ 553
(a) Indefinite-lived intangible assets represent tradename

related to DFS, which is valued at approximately
$27 million at February 1, 2008.
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Goodwill, which represents the excess of the purchase price over the net tangible and intangible assets acquired, is not deductible for
tax purposes for most of these acquisitions. The amortizable intangible assets are being amortized over their estimated useful lives as
follows:

Weighted-Average

Useful Life
(in millions) (years)
Technology $ 42 3.8
Customer relationships 30 5.0
Covenants not-to-compete 5 34
Other 1 34
Total amortizable intangible assets $ 78 4.2

Dell has included the results of operations of these transactions prospectively from the respective date of the transaction.

Acquisitions in Fiscal 2007

Dell completed two acquisitions during Fiscal 2007. Total consideration for these acquisitions was approximately $146 million, which
included direct transaction costs. The purchase of Alienware Corporation, the larger of the two acquisitions, satisfied the growing
number of consumers and businesses seeking the highest-performance PC products, including those used for gaming and multimedia
digital content management. Dell recorded approximately $110 million of goodwill and $50 million of amortizable intangible assets in
connection with these acquisitions.

Dell has included the results of operations of these transactions prospectively from the respective date of transaction. Supplemental
pro forma information is not provided, as the acquisitions did not have a material effect on Dell’s results of operations, cash flows, or
financial position individually or in aggregate.

NOTE 8 — GOODWILL AND INTANGIBLE ASSETS

Goodwill

Dell records the excess of an acquisition’s purchase price over the fair value of the identified assets and liabilities as goodwill.
Changes in the carrying amount of goodwill during Fiscal 2008 and Fiscal 2007 are as follows:

Fiscal Year Ended
February 1, February 2,
2008 2007
(in millions)
Balance at beginning of the year $ 110 $ —
Goodwill acquired during the period 1,538 110
Balance at end of the year $ 1,648 $ 110

Goodwill acquired during Fiscal 2008 has not yet been allocated to Dell’s segments. Allocations will be completed as the preliminary
purchase price allocations are finalized. Based on the results of its annual impairment tests, Dell determined that no impairment of
goodwill existed as of February 1, 2008 or
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February 2, 2007. However, future goodwill impairment tests could result in a charge to earnings. Dell will continue to evaluate
goodwill on an annual basis during its second fiscal quarter and whenever events and changes in circumstances indicate that there may
be a potential impairment.

Intangible Assets

Dell’s intangible assets associated with completed acquisitions for each of the following fiscal years at February 1, 2008 and
February 2, 2007, are as follows:

Fiscal 2008:
Accumulated
As of February 1, 2008 Gross Amortization Net
(in millions)
Technology $ 491 $ (15) § 476
Customer relationships 231 C) 222
Tradenames 39 (6) 33
Covenants not-to-compete 23 (N 22
Other 1 1) —
Amortizable intangible assets $ 785 $ (32) $ 753
Indefinite lived intangible assets 27 — 27
Total intangible assets $ 812 $ (32) $ 780
Fiscal 2007:
Accumulated
As of February 2, 2007 Gross Amortization Net
(in millions)
Technology $ 7 $ ) $ 5
Customer relationships 11 (1) 10
Tradenames 31 2) 29
Covenants not-to-compete 1 - = 1
Total amortizable intangible assets $ 50 $ Q) § 45

During Fiscal 2008 and Fiscal 2007, Dell recorded additions to intangible assets of $762 million and $50 million, respectively.
Amortization expense related to finite-lived intangible assets was approximately $27 million in Fiscal 2008 and $5 million in Fiscal
2007. During the year ended February 1, 2008, Dell did not record any impairment charges as a result of its analysis of its intangible
assets.

Estimated future annual pre-tax amortization expense of finite-lived intangible assets as of February 1, 2008, over the next five fiscal
years and thereafter is as follows:

Fiscal Years (in millions)
2009 $ 102
2010 154
2011 135
2012 113
2013 92
Thereafter 157
Total $ 753
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NOTE 9 — WARRANTY LIABILITY AND RELATED DEFERRED SERVICE REVENUE

Revenue from extended warranty and service contracts, for which Dell is obligated to perform, is recorded as deferred revenue and
subsequently recognized over the term of the contract or when the service is completed. Dell records warranty liabilities at the time of
sale for the estimated costs that may be incurred under its limited warranty. Changes in Dell’s deferred revenue for extended
warranties, and warranty liability for standard warranties which are included in other current and non-current liabilities on Dell’s
Consolidated Statements of Financial Position, are presented in the following tables:

Deferred service revenue:

Deferred service revenue at beginning of year
Revenue deferred for new extended warranty and service contracts sold
Revenue recognized

Deferred service revenue at end of year

Current portion
Non-current portion
Deferred service revenue at end of year

Warranty liability:
Warranty liability at beginning of year
Costs accrued for new warranty contracts and changes in estimates for
pre-existing warranties(a)
Service obligations honored
Warranty liability at end of year

Current portion
Non-current portion
Warranty liability at end of year

(a)
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Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)

$ 4,221 $ 3,707 $ 2,904
3,646 3,135 2,830
(2.607) (2.621) (2.027)

$ 5,260 $ 4,221 $ 3,707
$ 2,486 $ 2,032 $ 1,842
2,774 2.189 1.865

$ 5,260 $ 4,221 $ 3,707

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)

$ 958 $ 951 $ 722
1,141 1,242 1,391
1.170) (1.235) (1.162)

$ 929 $ 958 $ 951
$ 690 $ 768 $ 714
239 190 237

$ 929 $ 958 $ 951

Changes in cost estimates related to pre-existing
warranties are aggregated with accruals for new
warranty contracts. Dell’s warranty liability process
does not differentiate between estimates made for
pre-existing warranties and new warranty obligations.
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NOTE 10 — COMMITMENTS AND CONTINGENCIES

Lease Commitments — Dell leases property and equipment, manufacturing facilities, and office space under non-cancelable leases.
Certain of these leases obligate Dell to pay taxes, maintenance, and repair costs. At February 1, 2008, future minimum lease payments
under these non-cancelable leases are as follows: $92 million in Fiscal 2009; $73 million in Fiscal 2010; $65 million in Fiscal 2011;
$53 million in Fiscal 2012; $39 million in Fiscal 2013; and $165 million thereafter.

Rent expense under all leases totaled $118 million, $78 million, and $70 million for Fiscal 2008, 2007, and 2006 respectively.

Restricted Cash — Pursuant to an agreement between DFS and CIT, Dell is required to maintain escrow cash accounts that are held as
recourse reserves for credit losses, performance fee deposits related to Dell’s private label credit card, and deferred servicing revenue.
Restricted cash in the amount of $294 million and $418 million is included in other current assets on Dell’s Consolidated Statements
of Financial Position at February 1, 2008 and February 2, 2007, respectively.

Legal Matters — Dell is involved in various claims, suits, investigations, and legal proceedings. As required by SFAS No. 5,
Accounting for Contingencies (“SFAS 57), Dell accrues a liability when it believes that it is both probable that a liability has been
incurred and that it can reasonably estimate the amount of the loss. The following is a discussion of Dell’s significant legal matters.

e Investigations and Related Litigation — In August 2005, the SEC initiated an inquiry into certain of Dell’s accounting and
financial reporting matters and requested that Dell provide certain documents. The SEC expanded that inquiry in June 2006 and
entered a formal order of investigation in October 2006. The SEC’s requests for information were joined by a similar request from
the United States Attorney for the Southern District of New York (“SDNY”), who subpoenaed documents related to Dell’s
financial reporting from and after Fiscal 2002. In August 2006, because of potential issues identified in the course of responding
to the SEC’s requests for information, Dell’s Audit Committee, on the recommendation of management and in consultation with
PricewaterhouseCoopers LLP, Dell’s independent registered public accounting firm, initiated an independent investigation, which
was completed in the third quarter of Fiscal 2008. Although the Audit Committee investigation has been completed, the
investigations being conducted by the SEC and the SDNY are ongoing. Dell continues to cooperate with the SEC and the SDNY.

Dell and several of its current and former directors and officers are parties to securities, Employee Retirement Income Security
Act of 1974 (“ERISA”), and shareholder derivative lawsuits all arising out of the same events and facts. Four putative securities
class actions that were filed in the Western District of Texas, Austin Division, against Dell and certain of its current and former
officers have been consolidated, as In re Dell Securities Litigation, and a lead plaintiff has been appointed by the court. The lead
plaintiff has asserted claims under sections 10(b), 20(a), and 20A of the Securities Exchange Act of 1934 based on alleged false
and misleading disclosures or omissions regarding Dell’s financial statements, governmental investigations, internal controls,
known battery problems, business model, and insiders’ sales of its securities. This action also includes Dell’s independent
registered public accounting firm, PricewaterhouseCoopers LLP, as a defendant. Four other putative class actions that were also
filed in the Western District by purported participants in the Dell 401(k) Plan have been consolidated, as In re Dell ERISA
Litigation, and lead plaintiffs have been appointed by the court. The lead plaintiffs have asserted claims under ERISA based on
allegations that Dell, certain current officers, and certain current and former directors imprudently invested and managed
participants’ funds and failed to disclose information regarding its stock held in the 401(k) Plan. In addition, seven shareholder
derivative lawsuits that were filed in three separate jurisdictions (the Western District of Texas, Austin Division; the Delaware
Chancery Court; and the state district court in Travis County, Texas) have been consolidated into three actions, one in each of the
respective jurisdictions, as In re Dell Derivative Litigation, and name various current and former officers and directors as
defendants and Dell as a nominal defendant. The Travis County, Texas action has been transferred to the state district court in
Williamson County, Texas. By an order filed October 9,
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2007, the shareholder derivative action filed in the Western District of Texas, Austin Division, was dismissed without prejudice.
The shareholder derivative lawsuits assert claims derivatively on behalf of Dell under state law, including breaches of fiduciary
duties. Dell intends to defend all of these lawsuits vigorously.

Copyright Levies — Proceedings against the IT industry in Germany seek to impose levies on equipment, such as personal
computers and multifunction devices that facilitate making private copies of copyrighted materials. The total levies due, if
imposed, would be based on the number of products sold and the per-product amounts of the levies, which vary. Dell, along with
other companies and various industry associations are opposing these levies and instead are advocating compensation to rights
holders through digital rights management systems.

On December 29, 2005, Zentralstelle Fiir private Uberspielungrechte (“ZPU™), a joint association of various German collection
societies, instituted arbitration proceedings against Dell’s German subsidiary before the Arbitration Body in Munich. ZPU claims
alevy of €18.4 per PC that Dell sold in Germany from January 1, 2002 through December 31, 2005. On July 31, 2007, the
Arbitration Body recommended a levy of €15 on each PC sold during that period, for audio and visual copying capabilities. Dell
and ZPU rejected the recommendation and on February 21, 2008, ZPU filed a lawsuit in the German Regional Court in Munich.
Dell plans to continue to defend this claim vigorously. In the fourth quarter of Fiscal 2008, the German Federal Supreme Court
decided that printers are not leviable. Dell is currently not aware of any other pending levy cases before the German Federal
Supreme Court that could reasonably be expected to have a material adverse impact on Dell.

Lucent v. Dell — In February 2003, Lucent Technologies, Inc. filed a lawsuit against Dell in the United States District Court for
Delaware, and the lawsuit was subsequently transferred to the United States District Court for the Southern District of California.
The lawsuit alleges that Dell infringed 12 patents owned by Lucent and seeks monetary damages and injunctive relief. In

April 2003, Microsoft Corporation filed a declaratory judgment action against Lucent in the United States District Court for the
Southern District of California, asserting that Microsoft products do not infringe patents held by Lucent, including 10 of the 12
patents at issue in the lawsuit involving Dell and Microsoft. These actions were consolidated for discovery purposes with a
previous suit that Lucent filed against Gateway, Inc. In September 2005, the court granted a summary judgment of invalidity with
respect to one of the Lucent patents asserted against Dell. In subsequent decisions, the court granted summary judgment of
non-infringement with respect to five more of the Lucent patents asserted against Dell. Fact and expert discovery has closed, and
the three actions have been consolidated. The asserted patents are owned by two parties: Alcatel-Lucent and Multimedia Patent
Trust (MPT). Prior to trial, Gateway settled with both Alcatel-Lucent and MPT. Dell settled with MPT, licensing the patents
asserted by MPT in the lawsuit, but not with Alcatel-Lucent. Dell has satisfactorily resolved its indemnity coverage related to
Microsoft products it uses or distributes and has determined that, in conjunction with the MPT license, such indemnity
substantially reduces Dell’s exposure to the Alcatel-Lucent lawsuit. Trial as to those Alcatel-Lucent owned patents began
February 20, 2008, in San Diego federal court. Microsoft and Dell are defending these claims at trial, which is scheduled to end no
later the April 4, 2008. Separately, Dell filed a lawsuit against Lucent in the United States District Court for the Eastern District of
Texas, alleging that Lucent infringes two patents owned by Dell and seeking monetary damages and injunctive relief. That case
went to trial ending in a jury verdict on February 1, 2008, that the patents were valid but not infringed. Dell is considering its
options for challenging the verdict and appeal.

Dell is involved in various other claims, suits, investigations, and legal proceedings that arise from time to time in the ordinary course
of its business. Although Dell does not expect that the outcome in any of these other legal proceedings, individually or collectively,
will have a material adverse effect on its financial condition or results of operations, litigation is inherently unpredictable. Therefore,
Dell could incur judgments or enter into settlements of claims that could adversely affect its operating results or cash flows in a
particular period.
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Certain Concentrations — All of Dell’s foreign currency exchange and interest rate derivative instruments involve elements of market
and credit risk in excess of the amounts recognized in the consolidated financial statements. The counterparties to the financial
instruments consist of a number of major financial institutions. In addition to limiting the amount of agreements and contracts it enters
into with any one party, Dell monitors its positions with, and the credit quality of the counterparties to, these financial instruments.
Dell does not anticipate nonperformance by any of the counterparties.

Dell’s investments in debt securities are in high quality financial institutions and companies. As part of its cash and risk management
processes, Dell performs periodic evaluations of the credit standing of the institutions in accordance with its investment policy. Dell’s
investments in debt securities have effective maturities of less than five years. Management believes that no significant concentration
of credit risk for investments exists for Dell.

Dell markets and sells its products and services to large corporate clients, governments, healthcare and education accounts, as well as
small-to-medium businesses and individuals.

Dell purchases a number of components from single or limited sources. In some cases, alternative sources of supply are not available.
In other cases, Dell may establish a working relationship with a single source or a limited number of sources if Dell believes it is
advantageous due to performance, quality, support, delivery, capacity, or price considerations. If the supply of a critical single- or
limited-source product or component is delayed or curtailed, Dell may not be able to ship the related product in desired quantities and
in a timely manner. Even where multiple sources of supply are available, qualification of the alternative suppliers and establishment of
reliable supplies could result in delays and a possible loss of sales, which could harm operating results.

NOTE 11 — SEGMENT INFORMATION

Dell conducts operations worldwide. Effective the first quarter of Fiscal 2009, Dell combined the consumer business of Europe,
Middle East, and Africa (‘EMEA?”), Asia Pacific-Japan (“APJ”), and Americas International (formerly reported through Americas
Commercial) with the U.S. Consumer business and re-aligned its management and financial reporting structure. As a result, effective
February 2, 2008, Dell’s operating segments consisted of the following four segments: Americas Commercial, EMEA Commercial,
APJ Commercial, and Global Consumer. Dell’s commercial business includes sales to corporate, government, healthcare, education,
small and medium business customers, and value-added resellers and is managed through the Americas Commercial, EMEA
Commercial, and APJ Commercial segments. The Americas Commercial segment, which is based in Round Rock, Texas,
encompasses the U.S., Canada, and Latin America. The EMEA Commercial segment, based in Bracknell, England, covers Europe, the
Middle East, and Africa. The APJ Commercial segment, based in Singapore, encompasses the Asian countries of the Pacific Rim as
well as Australia, New Zealand, and India. The Global Consumer segment, which is based in Round Rock, Texas, includes global
sales and product development for individual consumers and retailers around the world. Dell revised previously reported operating
segment information to conform to its new operating segments in effect during the first quarter of Fiscal 2009.

Corporate expenses are included in Dell’s measure of segment operating income for management reporting purposes; however, with
the adoption of SFAS 123(R), beginning in Fiscal 2007, stock-based compensation expense is not allocated to Dell’s reportable
segments. Beginning in the fourth quarter of Fiscal 2008, acquisition-related charges such as in-process research and development and
amortization of intangibles are not allocated to Dell’s reportable segments. The asset totals disclosed by geography are directly
managed by those regions and include accounts receivable, inventory, certain fixed assets, and certain other assets. Assets are not
allocated specifically to the Americas Commercial and Global Consumer segments within the Americas region. Corporate assets
primarily include cash and cash equivalents, investments, deferred tax assets, goodwill, intangible assets, and other assets.
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The following tables present revenue by Dell’s reportable segments as well as a reconciliation of consolidated segment operating
income to Dell’s consolidated operating income for Fiscal 2008, Fiscal 2007, and Fiscal 2006:

Net revenue
Americas Commercial
EMEA Commercial
APJ Commercial
Global Consumer

Net revenue

Consolidated operating income

Americas Commercial

EMEA Commercial

APJ Commercial

Global Consumer
Consolidated segment operating income
Stock-based compensation expense(a)
Other product charges (b)
Selling, general, and administrative charges (c)
In-process research and development(d)
Amortization of intangible assets (d)

Consolidated operating income

(a)

(b)

(©

(d)
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Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)
$ 29,981 $ 28,289 $ 27,489
13,607 11,842 11,124
7,167 6,223 5,547
10,378 11,066 11,628
§ 61,133 $ 57420 $§ 55,788
Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)
$ 2,566 $ 2,351 $ 2,924
978 622 867
424 335 493
2 130 519
3,970 3,438 4,803
(436) (368) —
— — (338)
— — (83)

(83) — —
at) — —
$ 3,440 $ 3,070 $ 4,382

Stock compensation of $17 million for Fiscal 2006 is
included in the total consolidated segment operating
income. Stock-based compensation expense for Fiscal
2008 includes $107 million of cash expense for expired
stock options. See Note 5 of Notes to Consolidated
Financial Statements for additional information.

Other product charges include $307 million for
estimated warranty costs of servicing or replacing
certain OptiPlex™ systems that include a vendor part
that failed to perform to Dell’s specifications, as well as
additional charges for product rationalizations and
workforce realignment.

Charges relate to workforce realignment expenses,
primarily for severance and related costs of $50 million,
cost of operating leases on office space no longer
utilized of $4 million, and a write-off of goodwill of
$29 million. Management did not hold the operating
segments accountable for these charges in Fiscal 2006.

Prior to the fourth quarter of Fiscal 2008, amortization
of intangibles and IPR&D expenses of $16 million and
$5 million are included in total consolidated segment
operating income in Fiscal 2008 and 2007, respectively.
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The following table presents depreciation and amortization expense by Dell’s reportable segments for Fiscal 2008, Fiscal 2007, and
Fiscal 2006 and assets for Fiscal 2008 and Fiscal 2007:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006
(in millions)
Depreciation and amortization expense:
Americas Commercial $ 286 $ 214 $ 172
EMEA Commercial 124 95 80
APJ Commercial 86 71 59
Global Consumer 103 91 83
Depreciation and amortization expense $ 599 $ 471 $ 394
Fiscal Year Ended
February 1, February 2,
2008 2007
(in millions)
Assets:
Corporate $ 15,336 $ 16,694
Americas 6,524 4,981
EMEA 3,597 2,401
APJ 2,104 1,559
Total assets $§ 27,561 $§ 25635
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The following is net revenue and long-lived asset information allocated between the United States and foreign countries:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006

(in millions)
Net revenue:

United States $ 32,687 $ 32,361 $ 32,949
Foreign countries 28.446 25.059 22.839
Net revenue $ 61,133 $ 57,420 $ 55,788
Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006

(in millions)
Long-lived assets:

United States $ 1,622 $ 1,538 $ 1,440
Foreign countries 1.046 871 553
Long-lived assets $ 2,668 $ 2,409 $ 1,993

The allocation between domestic and foreign net revenue is based on the location of the customers. Net revenue and long-lived assets
from any single foreign country did not comprised more than 10% of Dell’s consolidated net revenues or long-lived assets during
Fiscal 2008, 2007, and 2006. No single customer accounted for more than 10% of Dell’s consolidated net revenue during Fiscal 2008,
2007, and 2006.

The following is net revenue by product groups:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006

(in millions)
Net revenue:

Desktop PCs $ 19,573 $ 19,815 $ 21,568
Mobility 17,423 15,480 14,372
Software and peripherals 9,908 9,001 8,329
Servers and networking 6,474 5,805 5,449
Enhanced services 5,320 5,063 4,207
Storage 2,435 2,256 1,863
Net revenue $ 61,133 $ 57,420 $ 55,788
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NOTE 12 — SUPPLEMENTAL CONSOLIDATED FINANCIAL INFORMATION

Supplemental Consolidated Statements of Financial Position Information:

Accounts receivable:
Gross accounts receivable
Allowance for doubtful accounts

Accounts receivable

Inventories:
Production materials
Work-in-process
Finished goods
Inventories

Property, plant, and equipment:
Computer equipment
Land and buildings
Machinery and other equipment
Total property, plant, and equipment
Accumulated depreciation and amortization
Property, plant, and equipment

Accrued and other current liabilities:
Warranty liability
Income taxes
Compensation
Other

Accrued and other current liabilities

Other non-current liabilities:
Warranty liability
Tax liability
Other

Other non-current liabilities
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Fiscal Year Ended
February 1, February 2,
2008 2007
(in millions)

$ 6,064 $ 4,748
(103) (126)

$ 5961 $ 4622
$ 744 $ 353
160 106

276 201

$ 1,180 $ 660
$ 1,968 $ 1,596
1,635 1,480
101l 973
4,614 4,049
(1,946) (1.640)

$ 2,668 $ 2,409
$ 690 $ 768
99 1,141

1,131 861

2,403 2,371

$ 4,323 $ 5,141
$ 239 $ 190
1,463 —

368 457

$ 2,070 $ 647
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The tables below provide a detailed presentation of investment and other income, net and supplemental cash flow information for
Fiscal 2008, Fiscal 2007, and Fiscal 2006:

Supplemental Consolidated Statements of Income Information:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006

(in millions)
Investment and other income, net:

Investment income, primarily interest $ 496 $ 368 $ 308
Gains (losses) on investments, net 14 ) 2
Interest expense (45) (45) (29)
CIT minority interest (29) (23) 27
Foreign exchange (30) (37) 3
Gain on sale of building — 36 —
Other 19) 19) 27
Investment and other income, net $ 387 $ 275 $ 226

Supplemental Consolidated Statements of Cash Flows Information:

Fiscal Year Ended
February 1, February 2, February 3,
2008 2007 2006

(in millions)
Changes in operating working capital accounts:

Accounts receivable, net $ (990) $ (542) $ (602)
Short-term financing receivables, net (310) (165) (378)
Inventories (498) (72) (72)
Accounts payable 837 505 1,018
Accrued and other liabilities 787 955 853
Other, net (345) (284) (872)
Changes in operating working capital accounts $ (519) $ 397 $ (53)
Income taxes paid $ 767 $ 652 $ 996
Interest paid $ 54 $ 57 $ 39
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NOTE 13 — UNAUDITED QUARTERLY RESULTS AND STOCK PRICES

Unaudited Quarterly Results — The following tables present selected unaudited Consolidated Statements of Income and stock sales
price data for each quarter of Fiscal 2008 and Fiscal 2007:

Fiscal Year 2008
First Second Third Fourth
Quarter Quarter Quarter Quarter
(in millions except per share data)
Net revenue $14,722 $14,776 $15,646 $15,989
Gross margin $ 2,838 $ 2,951 $ 2,888 $ 2,994
Net income $ 756 $ 746 $ 766 $ 679
Earnings per common share:
Basic $ 034 $ 033 $ 034 $ 031
Diluted $§ 034 $ 033 $ 034 $ 031
Weighted-average shares outstanding:
Basic 2,234 2,237 2,236 2,184
Diluted 2,254 2,264 2,266 2,201
Stock sales price per share:
High $ 25.95 $ 29.61 $ 30.77 $ 30.37
Low $ 21.61 $ 24.64 $ 24.96 $ 18.87
Fiscal Year 2007
First Second Third Fourth
Quarter Quarter Quarter Quarter
(in millions except per share data)
Net revenue $14,320 $14,211 $14,419 $14,470
Gross margin $ 2,508 $ 2,138 $ 2,391 $ 2,479
Net income $ 776 $ 480 $ 601 § 726
Earnings per common share:
Basic $ 034 $ 021 $ 027 $ 033
Diluted $§ 033 $ 0.21 $ 027 $ 032
Weighted-average shares outstanding:
Basic 2,297 2,264 2,229 2,230
Diluted 2,318 2,278 2,238 2,251
Stock sales price per share:
High $ 32.00 $ 2643 $ 24.62 $ 27.62
Low $ 2532 $ 19.91 $ 20.99 $ 23.52

71

Source: DELL INC, 8-K, June 05, 2008



DELL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

NOTE 14 — SUBSEQUENT EVENTS

On February 12, 2008, Dell agreed to acquire MessageOne Inc., a provider of Software-as-a-Service (SaaS) enabled enterprise-class
e-mail business continuity, compliance, archiving, and disaster recovery services. The acquisition, for approximately $155 million in
cash plus an additional $10 million to be used for management retention, has been approved by the board of directors of each
company and is subject to regulatory approvals and customary closing conditions. Upon completion, MessageOne operations will be
integrated into Dell’s Global Services organization.

The acquisition of MessageOne was identified and acknowledged by Dell’s Board of Directors as a related party transaction because
Michael Dell and his family hold indirect ownership interests in MessageOne. Consequently, Dell’s Board directed management to
implement a series of measures designed to ensure that the transaction was considered, analyzed, negotiated, and approved objectively
and independent of any control or influence from the related parties.

In addition, on March 31, 2008, Dell announced that it will close its desktop manufacturing facility in Austin, Texas.
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