Exhibits 2 and 5 contain the comparative balance sheet and income statement for Dell Computer Corporation. Assume you are the chief financial officer.
1. Compute liquidity ratios (working capital and current ratio) and profitability ratios (profit margin, asset turnover, return on assets, debt to equity ratio, and return on equity) for 2001 and 2002 and show the industry ratios (except working capital) from Figures 4 to 9 in this chapter. Use income from continuing operations and end-of-year assets and stockholders’ equity to compute the ratios.
2. Write a memorandum to the board of directors in executive summary form describing changes in Dell’s liquidity and profitability performance from 2001 to 2002 compared with the industry averages.
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Balance Sheet for Dell Computer Corporation

Dell Computer Corporation
Consolidated Statement of Financial Position

(in millions)
January 31,  February 1,
2003 2002
ASSETS
Current assets:
Cash and cash equivalents $ 4,232 $ 3,641
Short-term investments 406 273
Accounts receivable, net 2,586 2,269
Inventories 306 278
Other 1,394 1,416
Total current assets 8,924 7,877
Property, plant and equipment, net 913 826
Investments 5,267 4,373
Other non-current assets 366 459
Total assets $15,470 $13,535

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable
Accrued and other
Total current liabilities
Long-term debt
Other liabilities
Total liabilities

Stockholders’ equity:

Common stock and capital in excess of $.01 par value; shares

authorized: 7,000; shares issued: 2,681 and 2,654, respectively 6,018 5,605
Treasury stock, at cost; 102 and 52 shares, respectively (4,539) (2,249)
Retained earnings 3,486 1,364
Other comprehensive income (loss) (33) 38
Other (59) (64)

Total stockholders’ equity 4,873

Total liabilities and stockholders’ equity $15,470

Source: Dell Computer Corporation, Annual Report, 2002.
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Income Statement for Dell Computer Corporation

Dell Computer Corporation

Consolidated Statement of Income
(in millions, except per share amounts)
Fiscal Year Ended
January 31,  February 1, February 2,
2003 2002 2001
Net revenue $35,404 $31,168 $31,888
Cost of revenue 29,055 25,661 25,445
Gross margin 6,349 5,507 6,443
Operating expenses:
Selling, general and administrative 3,050 2,784 3,193
Research, development and engineering 455 452 482
Special charges = 482 105
Total operating expenses 3,505 3,718 3,780
Operating income 2,844 1,789 2,663
Investment and other income (loss), net 183 (58) 531
Income before income taxes and cumulative
effect of change in accounting principle 3,027 1,731 3,194
Provision for income taxes 905 485 958
Income before cumulative effect of change in
accounting principle 2,122 1,246 2,236
Cumulative effect of change in accounting
principle, net — — (59)
Net income $ 2,122 $ 1,246 $ 2,177

Source: Dell Computer Corporation, Annual Report, 2002.
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FiGURE 4

Average Current Ratio for
Selected Industries
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FIGURE 5

Average Profit Margin for
Selected Industries

Source: Data from Dun & Bradstreet,
Industry Norms and Key Business Ratios,
2001-2002.
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Asset Turnover for Selected
Industries
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Return on Assets for Selected
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Average Debt to Equity Ratio
for Selected Industries
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FIGURE 9

Average Return on Equity for
Selected Industries
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Dell Inc.
Executive Summary
