Case 3.18
LO 3, 4, 6, 7
Analysis of liquidity and profitability measures of Dell Inc. The following data (amounts in millions) are taken from the January 30, 2009, and February 1, 2008, comparative financial statements of Dell Inc., a direct marketer and distributor of personal computers (PCs) and PC-related products:
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Consolidated Statements of

Fiscal Year Ended
January 30, February 1,
2009 2008

Net revenve. . 561,101 361133
Costof net revenue . 50,144 49,462
Gross margin . 10,957 1,671
Operating expenses:
Selling, general, and administrative ... 8 7,102 7,538
Research, development, and engineering. 665 693
Total operating expenses . : 7,767 8,231
Operating income. ... - 319 3,440
Investment and other income, net. 134 387
Income before income taxes. . 3324 3827
Income tax provision . 846 880
Netincome ............... o s 2478 s 2947
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Assets
Current assets:
Cash and cash equivalents
Shortterm investments
Accounts receivable, net. ...
Financing receivables, net. ...+ ..oovoeenrnns
Inventories, net.

Other current assets .

Total current assets
Property, plant, and equipment, net. ... ...
Investiments o7t
Long-tem financing receivables, net .
Goodill
Purchased intangible assets, net .
Other noncurrent asets .. ...

Total assets .
Liabilities and Equity

Curtent liabltes:

Shortterm debt .

AcCOUDIS payable ki e e

Accrued and other .. ek

Short-term deferred service revenue.
Total current labiltes. .
LONGREIM OB .. s s st

Long-term deferred service revenue. .
Other noncurrent fabilties .

Total labilties .

Stockholders' equity:
Common stock and capital in excess of .01 par value;
shares authorized: 7,000; shares isued: 3,338 and
3,320, respectively
Treasury stock, a cost; 919 and 785 shars, respectively
Retained earmings. ...
Accumulated other comprehensive income (0ss).
Total stockholders’ equity .
Total labilties and equity .
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At February 2, 2007, total assets were $25,635 and total stockholders' equity was $4,328.

a. Calculate Dell, Inc.'s, working capital, current ratio, and acid-test ratio at January 30, 2009, and February 1, 2008. Round your ratio answers to two decimal places. 

b. Calculate Dell's ROE for the years ended January 30, 2009, and February 1, 2008. Round your ratio answers to two decimal places, and your percentage answers to one decimal place. 

c. Calculate Dell's ROI, showing margin and turnover, for the years ended January 30, 2009, and February 1, 2008. Round your ratio answers to two decimal places and your percentage answers to one decimal place. 

d. Evaluate the company's overall liquidity and profitability. 

e. Dell, Inc., did not declare or pay any dividends during the years ended January 30, 2009, or February 1, 2008. What do you suppose is the primary reason 
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