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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended July 30, 2010
Or

o  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 0-17017

Dell Inc.
(Exact name of registrant as specified in its charter)

Delaware 74-2487834
(State or other jurisdiction (I.R.S. Employer Identification No.)
of incorporation or organization)

One Dell Way
Round Rock, Texas 78682
(Address of principal executive offices) (Zip Code)

1-800-BUY-DELL
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yesp No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yesp No o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.

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

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

As of the close of business on August 20, 2010, 1,944,708,225 shares of common stock, par value $.01 per share,
were outstanding.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report includes forward-looking statements. The words may, will, anticipate, estimate, expect, intend,
and similar expressions as they relate to us or our management are intended to identify these forward-looking

statements. All statements by us regarding our expected financial position, revenues, cash flows and other operating

results, business strategy, legal proceedings and similar matters are forward-looking statements. Our expectations

expressed or implied in these forward-looking statements may not turn out to be correct. Our results could be

materially different from our expectations because of various risks, including the risks discussed in PartI Item 1A

Risk Factors of our Annual Report on Form 10-K for the fiscal year ended January 29, 2010 and in our subsequently

filed SEC reports. Any forward-looking statement speaks only as of the date on which such statement is made, and,

except as required by law, we undertake no obligation to update any forward-looking statement to reflect events or
circumstances, including unanticipated events, after the date as of which such statement is made.
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PART1 FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
DELL INC.

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(in millions)

July 30, January 29,
2010 2010
(unaudited)
ASSETS

Current assets:

Cash and cash equivalents $ 11,694 $ 10,635
Short-term investments 744 373
Accounts receivable, net 6,565 5,837
Financing receivables, net 3,272 2,706
Inventories, net 1,372 1,051
Other current assets 3,562 3,643
Total current assets 27,209 24,245
Property, plant, and equipment, net 1,980 2,181
Investments 633 781
Long-term financing receivables, net 622 332
Goodwill 4,264 4,074
Purchased intangible assets, net 1,638 1,694
Other non-current assets 294 345
Total assets $ 36,640 $ 33,652

LIABILITIES AND STOCKHOLDERS EQUITY

Current liabilities:

Short-term debt $ 1,627 $ 663
Accounts payable 12,465 11,373
Accrued and other 3,812 3,884
Short-term deferred services revenue 3,009 3,040
Total current liabilities 20,913 18,960
Long-term debt 3,623 3,417
Long-term deferred services revenue 3,311 3,029
Other non-current liabilities 2,632 2,605
Total liabilities 30,479 28,011
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Commitments and contingencies (Note 12)

Stockholders equity:
Common stock and capital in excess of $.01 par value; shares authorized: 7,000;
shares issued: 3,365 and 3,351, respectively;

shares outstanding: 1,945 and 1,957, respectively 11,608 11,472
Treasury stock at cost: 945 shares and 919 shares, respectively (28,304) (27,904)
Retained earnings 22,984 22,110
Accumulated other comprehensive loss (127) 37
Total stockholders equity 6,161 5,641
Total liabilities and stockholders equity $ 36,640 $ 33,652

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.

1
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DELL INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in millions, except per share amounts; unaudited)

Net revenue:

Products

Services, including software related
Total net revenue

Cost of net revenue:

Products

Services, including software related

Total cost of net revenue

Gross margin

Operating expenses:
Selling, general, and administrative
Research, development, and engineering

Total operating expenses

Operating income

Interest and other, net
Income before income taxes
Income tax provision

Net income

Earnings per share:

Basic

Diluted

Table of Contents

$

Three Months Ended
July 30, July 31,
2010 2009
12,645 $ 10,623
2,889 2,141
15,534 12,764
10,931 8,978
2,017 1,395
12,948 10,373
2,586 2,391
1,679 1,571
162 149
1,841 1,720
745 671
(49) 42)
696 629
151 157
545 $ 472
0.28 $ 0.24
0.28 $ 0.24

Six Months Ended
July 30, July 31,
2010 2009
24,731 20,855
5,677 4,251
30,408 25,106
21,316 17,764
3,990 2,783
25,306 20,547
5,102 4,559
3,509 3,184
329 290
3,838 3,474
1,264 1,085
(117) (44)
1,147 1,041
261 279
886 762
0.45 0.39
0.45 0.39
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Weighted-average shares outstanding:
Basic 1,952 1,955 1,956 1,952
Diluted 1,960 1,960 1,967 1,956

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.

2

Table of Contents



Edgar Filing: DELL INC - Form 10-Q

Table of Contents
DELL INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions; unaudited)

Six Months Ended
July 30, July 31,
2010 2009

Cash flows from operating activities:

Net income $ 886 $ 762
Adjustments to reconcile net income to net cash provided by

operating activities:

Depreciation and amortization 511 402

Stock-based compensation 156 146

Effects of exchange rate changes on monetary assets and liabilities denominated

in foreign currencies 37 26

Deferred income taxes (55) (140)
Provision for doubtful accounts - including financing receivables 217 210

Other 4 19

Changes in assets and liabilities, net of effects from acquisitions:

Accounts receivable (896) (593)
Financing receivables (413) (379)
Inventories (318) 29

Other assets 36 24)
Accounts payable 1,131 1,318

Deferred services revenue 265 44

Accrued and other liabilities 12 17

Change in cash from operating activities 1,573 1,837

Cash flows from investing activities:

Investments:

Purchases (1,063) (776)
Maturities and sales 838 982

Capital expenditures (191) (179)
Proceeds from sale of facility and land 18 16

Acquisition of business, net of cash received (222) 3
Change in cash from investing activities (620) 40

Cash flows from financing activities:

Repurchase of common stock (400) -
Issuance of common stock under employee plans 9 -
Issuance (repayment) of commercial paper (maturity 90 days or less), net 724 (100)
Proceeds from debt 609 1,491
Repayments of debt (819) (12)
Other 2 -

Table of Contents 10
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Change in cash from financing activities 125

Effect of exchange rate changes on cash and cash equivalents (19)
Change in cash and cash equivalents 1,059

Cash and cash equivalents at beginning of period 10,635

Cash and cash equivalents at end of period $ 11,694 $

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.

3

1,379

91

3,347
8,352

11,699
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DELL INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

NOTE 1 BASIS OF PRESENTATION

Basis of Presentation The accompanying Condensed Consolidated Financial Statements of Dell Inc. (individually and
together with its consolidated subsidiaries, Dell ) should be read in conjunction with the Consolidated Financial
Statements and accompanying Notes filed with the U.S. Securities and Exchange Commission ( SEC ) in Dell s Annual
Report on Form 10-K for the fiscal year ended January 29, 2010. The accompanying Condensed Consolidated

Financial Statements have been prepared in accordance with accounting principles generally accepted in the United

States of America ( GAAP ). In the opinion of management, the accompanying Condensed Consolidated Financial
Statements reflect all adjustments of a normal recurring nature considered necessary to fairly state the financial

position of Dell and its consolidated subsidiaries at July 30, 2010, the results of its operations for the three and six

months ended July 30, 2010, and July 31, 2009, and its cash flows for the six months ended July 30, 2010, and

July 31, 2009.

The preparation of financial statements in accordance with GAAP requires management to make estimates and
assumptions that affect the amounts reported in Dell s Condensed Consolidated Financial Statements and the
accompanying Notes. Actual results could differ materially from those estimates. The results of operations for the
three and six months ended July 30, 2010, and July 31, 2009, and its cash flows for the six months ended July 30,
2010, and July 31, 2009, are not necessarily indicative of the results to be expected for the full year.

Recently Issued and Adopted Accounting Pronouncements

Revenue Arrangements with Multiple Deliverables In September 2009, the Emerging Issues Task Force of the
Financial Accounting Standards Board ( FASB ) reached consensus on two issues which affects the timing of revenue
recognition. The first consensus changes the level of evidence of standalone selling price required to separate
deliverables in a multiple deliverable revenue arrangement by allowing a company to make its best estimate of the
selling price ( ESP ) of deliverables when more objective evidence of selling price is not available and eliminates the
use of the residual method. The consensus applies to multiple deliverable revenue arrangements that are not accounted
for under other accounting pronouncements and retains the use of vendor specific objective evidence of selling price

( VSOE ) if available and third-party evidence of selling price ( TPE ), when VSOE is unavailable. The second
consensus excludes sales of tangible products that contain essential software elements, that is, software enabled
devices, from the scope of revenue recognition requirements for software arrangements. Dell elected to early adopt
this accounting guidance at the beginning of the first quarter of Fiscal 2011 on a prospective basis for applicable
transactions originating or materially modified after January 29, 2010.

Dell s multiple deliverable arrangements generally include hardware products that are sold with services such as
extended warranty services, installation, maintenance, and other services contracts. The nature and terms of these
multiple deliverable arrangements will vary based on the customized needs of Dell s customers. Maintenance, support,
and other services are generally delivered according to the terms of the arrangement after the initial sale of hardware

or software. Dell s service contracts may include a combination of services arrangements including deployment, asset
recovery, recycling, I'T outsourcing, consulting, applications development, applications maintenance, and business
process services. These service contracts may include provisions for cancellation, termination, refunds, or service

level adjustments. These contract provisions would not have a significant impact on recognized revenue as Dell
generally recognizes revenue for these contracts as the services are performed.

Table of Contents 12
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The adoption of the new guidance on multiple deliverable arrangements did not change the manner in which Dell
accounts for its multiple deliverable arrangements as Dell did not use the residual method for the majority of its
offerings and its services offerings are generally sold on a standalone basis where evidence of selling price is
available. Most of Dell s products and services qualify as separate units of accounting. Prior to the first quarter of
Fiscal 2011, Dell allocated revenue from multiple-element arrangements to the multiple elements based on the relative
fair value of each element, which was generally based on the relative sales price of each element when sold separately.
Because selling price is generally available based on standalone sales, Dell has limited application of

4
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DELL INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

TPE, as determined by comparison of pricing for products and services to the pricing of similar products and services
as offered by Dell or its competitors in standalone sales to similarly situated customers. Thus, the adoption of this
consensus had no impact on Dell s consolidated financial statements as of and for the first and second quarters of
Fiscal 2011, or the year ended January 29, 2010.

Pursuant to the new guidance on revenue recognition for software enabled products, certain Dell storage products are
no longer included in the scope of the software revenue recognition guidance. Prior to the new guidance, Dell
established fair value for Post Contract Customer Support ( PCS ) for these products, based on VSOE and used the
residual method to allocate revenue to the delivered elements. Under the new guidance, the revenue for what was
previously deemed PCS is now considered part of a multiple element arrangement. As such, any discount is allocated

to all elements based on the relative selling price of both delivered and undelivered elements. The impact of applying
this consensus was not material to Dell s consolidated financial statements as of and for the first and second quarters of
Fiscal 2011, or the year ended January 29, 2010.

As new products are introduced in future periods, Dell may be required to use TPE or ESP, depending on the specific
facts at the time.

Variable Interest Entities and Transfers of Financial Assets and Extinguishments of Liabilities The pronouncement
on transfers of financial assets and extinguishments of liabilities removes the concept of a qualifying special-purpose
entity and removes the exception from applying variable interest entity accounting to qualifying special-purpose
entities. The pronouncement on variable interest entities requires an entity to perform an ongoing analysis to
determine whether the entity s variable interest or interests give it a controlling financial interest in a variable interest
entity. The pronouncements were effective for fiscal years beginning after November 15, 2009. Dell adopted the
pronouncements at the beginning of the first quarter of Fiscal 2011. The adoption of these two pronouncements
resulted in Dell s consolidation of its two qualifying special purpose entities. See Note 5 of Notes to Condensed
Consolidated Financial Statements for additional information on the impact of the consolidation.

Recently Issued Accounting Pronouncements

Credit Quality of Financing Receivables and the Allowance for Credit Losses In July 2010, FASB issued a new
pronouncement that requires enhanced disclosures regarding the nature of credit risk inherent in an entity s portfolio of
financing receivables, how that risk is analyzed, and the changes and reasons for those changes in the allowance for
credit losses. The new disclosures will require information for both the financing receivables and the related

allowance for credit losses at more disaggregated levels. Disclosures related to information as of the end of a reporting
period will become effective for Dell in the fourth quarter of Fiscal 2011. Specific disclosures regarding activities that
occur during a reporting period, such as the disaggregated rollforward disclosures, will be required for Dell beginning
in the first quarter of Fiscal 2012. As these changes only relate to disclosures, they will not have an impact on Dell s
consolidated financial results.

Reclassifications 'To maintain comparability among the periods presented, Dell has revised the presentation of certain
prior period amounts reported within cash flows from operating activities presented in the Condensed Consolidated

Statements of Cash Flows. The revision had no impact on the total change in cash from operating activities.

5

Table of Contents 14



Edgar Filing: DELL INC - Form 10-Q

Table of Contents

15



Edgar Filing: DELL INC - Form 10-Q

Table of Contents
DELL INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(unaudited)
NOTE 2 INVENTORIES
July 30, January 29,
2010 2010
(in millions)

Inventories:
Production materials $ 673 $ 487
Work-in-process 199 168
Finished goods 500 396
Inventories $ 1,372 $ 1,051

NOTE 3 FAIR VALUE MEASUREMENTS

The following table presents Dell s hierarchy for its assets and liabilities measured at fair value on a recurring basis as
of July 30, 2010, and January 29, 2010:

July 30, 2010 January 29, 2010
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Quoted Quoted
Prices Prices
in Active Significant in Active Significant
Markets Markets
for Other Significant for Other Significant
Identical Observabl&nobservable Identical Observabl&inobservable
Assets Inputs Inputs Assets Inputs Inputs
(in millions)
Assets:
Cash equivalents:
Commercial paper $ - $ 549 % - 549 $ - % 197 % - $ 197
U.S. government and
agencies - 82 - 82 - - - -
Debt securities:
U.S. government and
agencies - 55 - 55 - 66 - 66
U.S. corporate - 545 31 576 - 553 30 583
International corporate - 630 - 630 - 391 - 391
State and municipal
governments - - - - - 2 - 2
Equity and other
securities - 96 - 96 - 90 - 90
Table of Contents 16



Retained interest
Derivative instruments

Total assets

Liabilities:
Derivative instruments

Total liabilities

Edgar Filing: DELL INC - Form 10-Q

120
$ 2,077
$ 37
$ 37

31

120
$ 2,108
$ 37
$ 37

96

1,395

12

12

151 151
- 96
181 $ 1,576
- 3 12
- 3 12

Table of Contents
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DELL INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

The following section describes the valuation methodologies Dell uses to measure financial instruments at fair value:

Cash Equivalents The majority of Dell s cash equivalents consists of commercial paper, including corporate and
asset-backed commercial paper, and U.S. government and agencies, all with original maturities of less than ninety
days and are valued at fair value which approximates cost. The valuation is based on models whereby all significant
inputs are observable or can be derived from or corroborated by observable market data. Dell utilizes a pricing service
to assist in obtaining fair value pricing for the majority of this investment portfolio. Dell conducts reviews on a
quarterly basis to verify pricing, assess liquidity, and determine if significant inputs have changed that would impact
the fair value hierarchy disclosure.

Debt Securities 'The majority of Dell s debt securities consists of various fixed income securities such as U.S.
government and agencies, U.S. and international corporate, and state and municipal bonds. This portfolio of
investments is valued based on model driven valuations whereby all significant inputs, including benchmark yields,
reported trades, broker-dealer quotes, issue spreads, benchmark securities, bids, offers and other market related data
are observable or can be derived from or corroborated by observable market data for substantially the full term of the
asset. Dell utilizes a pricing service to assist management in obtaining fair value pricing for the majority of this
investment portfolio. Pricing for securities is based on proprietary models, and inputs are documented in accordance
with the fair value measurements hierarchy. Dell conducts reviews on a quarterly basis to verify pricing, assess
liquidity, and determine if significant valuation inputs have changed that would impact the fair value hierarchy
disclosure. The Level 3 position as of July 30, 2010, and January 29, 2010, represents a convertible debt security that
Dell was unable to corroborate with observable market data. The investment is valued at cost plus accrued interest as
this is management s best estimate of fair value.

Equity and Other Securities The majority of Dell s investments in equity and other securities consists of various
mutual funds held in Dell s Deferred Compensation Plan. The valuation of these securities is based on models whereby
all significant inputs are observable or can be derived from or corroborated by observable market data.

Retained Interest The fair value of the retained interest was determined using a discounted cash flow model.
Significant assumptions to the model include pool credit losses, payment rates, and discount rates. These assumptions
are supported by both historical experience and anticipated trends relative to the particular receivable pool. Retained
interest in securitized receivables was included in financing receivables, short-term and long-term, on the Condensed
Consolidated Statements of Financial Position. During the first quarter of Fiscal 2011, Dell consolidated its previously
unconsolidated special purpose entities and as result, the retained interest as of January 29, 2010, was eliminated. See
Note 5 of Notes to Condensed Consolidated Financial Statements for additional information about the consolidation of
Dell s previously unconsolidated special purpose entities.

Derivative Instruments Dell s derivative financial instruments consist primarily of foreign currency forward and
purchased option contracts, and interest rate swaps. The portfolio is valued using internal models based on market
observable inputs, including interest rate curves, forward and spot prices for currencies, and implied volatilities. Credit
risk is factored into the fair value calculation of Dell s derivative instrument portfolio. For interest rate derivative
instruments, credit risk is determined at the contract level with the use of credit default spreads of either Dell, if in a
net liability position, or the relevant counterparty, when in a net asset position. For foreign exchange derivative
instruments, credit risk is determined in a similar manner, except that the credit default spread is applied based on the
net position of each counterparty with the use of the appropriate credit default spreads.
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DELL INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

The following table shows a reconciliation of the beginning and ending balances for fair value measurements using
significant unobservable inputs (Level 3) for the respective periods:

Three Months Ended
July 30, 2010 July 31, 2009
Retained U.S. Retained U.S.
Interest  Corporate Total Interest  Corporate Total
(in millions)
Balance at beginning of the period ~ $ - $ 30 % 30 $ 504 $ 288§ 532
Net unrealized gains (losses)
included in earnings® - 1 1 17 1 18
Issuances and settlements - - - 100 - 100
Transfers out of Level 3(® - - - (502) - (502)
Balance at end of period $ - $ 31 $ 31 $ 119 $ 29 $ 148
Six Months Ended
July 30, 2010 July 31, 2009
Retained U.S. Retained U.S.
Interest  Corporate Total Interest  Corporate Total
(in millions)

Balance at beginning of period $ 151 $ 30 $ 181 $ 39 $ 27 $ 423
Net unrealized gains (losses)
included in earnings® - 1 1 8 2 10
Issuances and settlements - - - 217 - 217
Transfers out of Level 3(® (151) - (151) (502) - (502)
Balance at end of period $ - $ 31 $ 31 $ 119 $ 29 $ 148

(a) The unrealized gains and losses on U.S. corporate represent accrued interest for assets that were still held at
July 30, 2010, and July 31, 2009.

(b) Represents transfers out resulting from the SPE consolidation. See Note 5 of Notes to Condensed Consolidated
Financial Statements for additional information on retained interest.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis Certain assets are measured at fair value on a
nonrecurring basis and therefore are not included in the recurring fair value table above. The assets consist primarily

of investments accounted for under the cost method and nonfinancial assets such as goodwill and intangible assets.
Investments accounted for under the cost method included in equity and other securities were approximately

Table of Contents 20



Edgar Filing: DELL INC - Form 10-Q

$20 million and $22 million, on July 30, 2010, and January 29, 2010, respectively. Goodwill and intangible assets are
measured at fair value initially and subsequently when there is an indicator of impairment and the impairment is
recognized. No impairment charges of goodwill and intangible assets were recorded for the three and six months
ended July 30, 2010. See Note 9 of Notes to Condensed Consolidated Financial Statements for additional information

about goodwill and intangible assets.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

NOTE 4 INVESTMENTS

The following table summarizes, by major security type, the fair value and amortized cost of Dell s investments. All
debt security investments with remaining maturities in excess of one year and substantially all equity and other
securities are recorded as long-term investments in the Condensed Consolidated Statements of Financial Position.

July 30, 2010 January 29, 2010
Fair UnrealizeUnrealized Fair Unrealizenrealized
Value Cost Gain (Loss) Value Cost Gain (Loss)
(in millions)

Investments:
U.S. government and
agencies $ 55 % 55 % - $ - 5 65 $ 65 $ - $ -
U.S. corporate 375 375 - - 233 232 1 -
International corporate 314 314 - - 75 75 - -
Total short-term
investments 744 744 - - 373 372 1 -
U.S. government and
agencies - - - - 1 1 - -
U.S. corporate 201 201 1 (D 350 349 2 (1)
International corporate 316 316 1 (D 316 316 1 (1)
State and municipal
governments - - - - 2 2 - -
Equity and other securities 116 116 - - 112 112 - -
Total long-term
investments 633 633 2 ) 781 780 3 2)
Total investments $ 1377 $ 1377 $ 2 $ @ $ 1,154 $ 1,152 $ 4 $ (2

Dell s investments in debt securities are classified as available-for-sale. Equity and other securities primarily relate to
investments held in Dell s Deferred Compensation Plan, which are classified as trading securities. Both of these classes
of securities are reported at fair value using the specific identification method. All other investments are initially
recorded at cost and reduced for any impairment losses. The fair value of Dell s portfolio is affected primarily by
interest rate movements rather than credit and liquidity risks.

At July 30, 2010, Dell had 81 debt securities that were in a loss position with total unrealized losses of $2 million and
a corresponding fair value of $395 million. Dell reviews its investment portfolio quarterly to determine if any
investment is other-than-temporarily impaired. An other-than-temporary impairment ( OTTI ) loss is recognized in
earnings if Dell has the intent to sell the debt security, or if it is more likely than not that it will be required to sell the
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debt security before recovery of its amortized cost basis. However, if Dell does not expect to sell a debt security, it
still evaluates expected cash flows to be received and determines if a credit loss exists. In the event of a credit loss,
only the amount of impairment associated with the credit loss is recognized in earnings. Amounts relating to factors
other than credit losses are recorded in other comprehensive income. As of July 30, 2010, Dell evaluated debt
securities classified as available-for-sale for OTTI and the existence of credit losses and concluded no such losses
should be recognized for the six months ended July 30, 2010.

9
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

NOTE 5 FINANCIAL SERVICES
Dell Financial Services L.L.C.

Dell offers or arranges various financing options and services for its business and consumer customers in the U.S.
through Dell Financial Services L.L.C. ( DFS ), a wholly-owned subsidiary of Dell. DFS s key activities include the
origination, collection, and servicing of customer receivables related to the purchase of Dell products and services.
New financing originations, which represent the amounts of financing provided to customers for equipment and
related software and services through DFS, were approximately $1 billion during the three months ended July 30,
2010, and July 31, 2009, and $1.9 billion during the six months ended July 30, 2010, and July 31, 2009.

Dell transfers certain customer financing receivables to special purpose entities ( SPEs ). The SPEs are bankruptcy
remote legal entities with separate assets and liabilities. The purpose of the SPEs is to facilitate the funding of
customer receivables in the capital markets. These SPEs have entered into financing arrangements with multi-seller
conduits that, in turn, issue asset-backed debt securities in the capital markets. Dell s risk of loss related to securitized
receivables is limited to the amount of Dell s right to receive collections for assets securitized exceeding the amount
required to pay interest, principal, and other fees and expenses. Dell provides credit enhancement to the securitization
in the form of over-collateralization. Prior to Fiscal 2011, the SPE that funds revolving loans was consolidated, and
the two SPEs that fund fixed-term leases and loans were not consolidated. In accordance with the new accounting
guidance on variable interest entities ( VIEs ), and transfers of financial assets and extinguishment of financial
liabilities, Dell determined that these two SPEs would be consolidated as of the beginning of Fiscal 2011. The primary
factors in this determination were the obligation to absorb losses due to the interest Dell retains in the assets
transferred to the SPEs in the form of over-collateralizatio