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

EXCHANGE ACT OF 1934
For the quarterly period ended August 2, 2013

X

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 of (I.R.S. Employer
incorporation or organization) Identification No.)

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

1-800-289-3355
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes R 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 during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
YesR Noo

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 R 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 Act). Yes o No R
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As of the close of business on August 22, 2013, 1,758,369,276 shares of common stock, par value $.01 per share,
were outstanding.




Edgar Filing: DELL INC - Form 10-Q

Table of Contents

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report includes “forward-looking statements.” The words “may,” “will,” “anticipate,” “estimate,” “‘expect,” “intend,” “pla
“seek” 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 “Part I - Item 1A -
Risk Factors” of our Annual Report on Form 10-K for the fiscal year ended February 1, 2013. Any forward-looking
statement speaks only as of the date as of 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 was made.
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PART I
ITEM 1 — FINANCIAL STATEMENTS
DELL INC.

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(in millions)

ASSETS

Current assets:

Cash and cash equivalents
Short-term investments

Accounts receivable, net

Short-term financing receivables, net
Inventories, net

Other current assets

Total current assets

Property, plant, and equipment, net
Long-term investments

Long-term financing receivables, net
Goodwill

Purchased intangible assets, net
Other non-current assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Short-term debt

Accounts payable

Accrued and other

Short-term deferred revenue

Total current liabilities

Long-term debt

Long-term deferred revenue

Other non-current liabilities

Total liabilities

Commitments and contingencies (Note 11)
Stockholders’ equity:

Common stock and capital in excess of $.01 par value; shares authorized: 7,000; shares
issued: 2,958 and 3,413, respectively; shares outstanding: 1,758 and 1,738, respectively
Treasury stock at cost: 1,200 and 1,200 shares, respectively

Retained earnings

Accumulated other comprehensive loss
Total Dell stockholders’ equity
Noncontrolling interest

Total stockholders’ equity

Total liabilities and stockholders’ equity

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

August 2,
2013
(unaudited)

$11,185
643
6,591
3,131
1,468
3,848
26,866
2,212
2,048
1,469
9,253
2,990
1,033
$45,871

$2,736
12,051
3,657
4,312
22,756
4,075
4,003
4,256
35,090

12,698

(32,145
30,381
(153
10,781
10,781
$45,871

February 1,
2013

$12,569
208
6,629
3,213
1,382
3,967
27,968
2,126
2,565
1,349
9,304
3,374
854
$47,540

$3,843
11,579
3,644
4,373
23,439
5,242
3,971
4,187
36,839

12,554

(32,145
30,330
(59
10,680
21
10,701
$47,540

)
)
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DELL INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per share amounts; unaudited)

Three Months Ended Six Months Ended
August 2, August 3, August 2, August 3,
2013 2012 2013 2012
Net revenue:
Products $11,326 $11,403 $22,228 $22,826
Services, including software related 3,188 3,080 6,360 6,079
Total net revenue 14,514 14,483 28,588 28,905
Cost of net revenue:
Products 9,767 9,280 19,011 18,610
Services, including software related 2,058 2,065 4,141 4,090
Total cost of net revenue 11,825 11,345 23,152 22,700
Gross margin 2,689 3,138 5,436 6,205
Operating expenses:
Selling, general, and administrative 2,097 1,976 4,305 3,985
Research, development, and engineering 320 261 633 495
Total operating expenses 2,417 2,237 4,938 4,480
Operating income 272 901 498 1,725
Interest and other, net (53 ) (63 ) (121 ) (95
Income before income taxes 219 838 377 1,630
Income tax provision 15 106 43 263
Net income $204 $732 $334 $1,367
Earnings per share:
Basic $0.12 $0.42 $0.19 $0.78
Diluted $0.12 $0.42 $0.19 $0.77
Cash dividends declared per common share $0.08 $— $0.16 $—
Weighted-average shares outstanding:
Basic 1,757 1,747 1,752 1,753
Diluted 1,764 1,753 1,763 1,764

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

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in millions; unaudited)
Three Months Ended Six Months Ended
August2, August3, August2, August3,

2013 2012 2013 2012
Net income $204 $732 $334 $1,367
Other comprehensive income, net of tax
Foreign currency translation adjustments (70 ) (75 ) (101 ) (83
Available-for-sale investments
Change in unrealized gains (losses) (5 ) 4 4 ) 4
Reclassification adjustment for net (gains) losses included innet “ )y — ©
income
Net change (5 ) — 4 ) (2
Cash Flow Hedges
Change in unrealized gains (losses) 42 76 88 51
Reclass1f1cat10n adjustment for net (gains) losses included in net 3 ) (40 ) (77 ) (26
income
Net change (1 ) 36 11 25
Total other comprehensive income (loss), net of tax benefit (76 ) (39 ) (94 ) (60

(expense) of $0 and $2, respectively and $0 and $(7), respectively
Comprehensive income, net of tax $128 $693 $240 $1,307
The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.

6
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DELL INC.

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

Six Months Ended

August 2, August 3,

2013 2012
Cash flows from operating activities:
Net income $334 $1,367
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 650 529
Stock-based compensation expense 138 192
Effects of exchange rate changes on monetary assets and liabilities denominated in 49 15
foreign currencies
Deferred income taxes (265 ) (48
Provision for doubtful accounts — including financing receivables 104 121
Other 31 12
Changes in assets and liabilities, net of effects from acquisitions:
Accounts receivable (205 ) (472
Financing receivables 19 11
Inventories (89 ) (190
Other assets 107 (196
Accounts payable 528 (440
Deferred revenue 94 122
Accrued and other liabilities 144 (524
Change in cash from operating activities 1,639 499
Cash flows from investing activities:
Investments:
Purchases (405 ) (1,190
Maturities and sales 489 2,440
Capital expenditures (322 ) (262
Proceeds from the sale of facilities, land, and other assets — 34
Collections on purchased financing receivables 49 102
Acquisitions of businesses, net of cash received (264 ) (2,411
Divestitures of businesses, net of cash transferred 48 —
Change in cash from investing activities (405 ) (1,287
Cash flows from financing activities:
Repurchases of common stock — (724
Cash dividends paid (283 ) —
Issuance of common stock under employee plans 31 44
Issuance (repayment) of commercial paper (maturity 90 days or less), net — 138
Proceeds from debt 878 1,151
Repayments of debt (3,143 ) (2,104
Other (1 ) 8
Change in cash from financing activities (2,518 ) (1,487
Effect of exchange rate changes on cash and cash equivalents (100 ) (58
Change in cash and cash equivalents (1,384 ) (2,333
Cash and cash equivalents at beginning of the period 12,569 13,852
Cash and cash equivalents at end of the period $11,185 $11,519

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

NOTE 1 — PROPOSED MERGER AND BASIS OF PRESENTATION

Proposed Merger

On February 5, 2013, Dell Inc. (“Dell”’) announced that it had signed a definitive agreement and plan of merger (the
“merger agreement”) pursuant to which it would be acquired by Denali Holding Inc. (“Parent”), a Delaware corporation
owned by Michael S. Dell, the Chairman, Chief Executive Officer and founder of Dell, and investment funds affiliated
with Silver Lake Partners, a global private equity firm. Following completion of the transaction, Mr. Dell would
continue to lead Dell as Chairman and Chief Executive Officer and maintain a significant equity investment in Dell by
contributing his Dell shares to Parent and making a cash investment in Parent. Shares of common stock held by the
Parent and its subsidiaries, shares held by Mr. Dell and certain of Mr. Dell's related parties (together with Mr. Dell, the
“MD Investors”), and by Dell or any wholly-owned subsidiary of Dell will not be entitled to receive the merger
consideration. Subject to the satisfaction or permitted waiver of closing conditions set forth in the merger agreement,
the merger is expected to be consummated before the end of the third quarter of the fiscal year ending January 31,
2014.

The parties to the original merger agreement amended the merger agreement on August 2, 2013 in order, among other
changes, to increase the per share merger consideration from $13.65 per share of Dell's common stock to $13.75 per
share, provide for Dell to pay a special cash dividend of $0.13 per share to stockholders of record as of a date to be
determined prior to the effective time of the merger and ensure that the $0.08 per share regular quarterly dividend for
the third quarter of Dell's current fiscal year is paid to holders of record as of a date prior to the closing of the merger.
In addition, the amendment revises the condition to the closing of the merger (the “unaffiliated vote condition™) that
previously required the affirmative vote (in person or by proxy) in favor of the proposal to adopt the merger
agreement by the holders of a majority of the outstanding shares of common stock owned, directly or indirectly, by the
“unaffiliated stockholders” referred to below. As revised, the unaffiliated vote condition requires the affirmative vote in
favor of the proposal to adopt the merger agreement of the holders of at least a majority of the outstanding shares of
common stock owned, directly or indirectly, by the unaffiliated stockholders that are present in person or by proxy at
the meeting and are voted for or against the proposal. The unaffiliated stockholders are Dell's stockholders other than
Parent, Denali Intermediate Inc. (“Intermediate”) and Denali Acquiror Inc. (“Merger Sub”) (collectively the “Parent
Parties”), Mr. Dell and certain of his related family trusts, any other officers and directors of Dell or any other person
having any equity interest in, or any right to acquire any equity interest in, Merger Sub or any person of which Merger
Sub is a direct or indirect subsidiary. In addition to the unaffiliated vote condition, adoption of the amended merger
agreement will continue to require the affirmative vote (in person or by proxy) of the holders of a majority of the
outstanding shares of common stock under applicable Delaware law. The amendment also reduces the termination fee
payable by Dell upon termination of the merger agreement in certain specified circumstances.

On August 2, 2013, at the reconvened special meeting of Dell stockholders held to vote on adoption of the merger
agreement, Dell adjourned the special meeting, which was initially convened on July 18, 2013, and then adjourned to
July 24, 2013 and further adjourned to August 2, 2013, to permit the solicitation of additional votes in favor of the
proposal to adopt the amended merger agreement, and to provide its stockholders additional time to consider the
amendment to the original merger agreement, including the increased merger consideration, the $0.13 per share
special cash dividend and the revised unaffiliated vote condition as well as to review a supplement to Dell's definitive
proxy statement dated May 30, 2013. The special meeting will be reconvened on September 12, 2013. The new record
date for stockholders entitled to vote at the special meeting is August 13, 2013.

Consummation of the merger is subject to certain customary conditions in addition to stockholder approval. The
merger agreement does not contain a financing condition.

11
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The merger agreement places limitations on Dell's ability to engage in certain types of transactions without Parent's
consent during the period between the signing of the merger agreement and the effective time of the merger. During
this period, Dell may not repurchase shares of its common stock or, except as permitted under the amended merger
agreement (which provides for Dell to pay a special cash dividend of $0.13 per share), declare dividends in excess of
the quarterly rate of $0.08 per share authorized under its current dividend policy. In addition, with limited exceptions,
Dell may not incur additional debt other than up to $1.8 billion under its existing commercial paper program, $2.0
billion under its revolving credit facilities, $1.5 billion under its structured financing debt facilities, and up to $25
million of additional indebtedness. Further, other than in transactions in the ordinary course of business or within
specified dollar limits and certain other limited exceptions, Dell generally may not acquire other businesses, make
investments in other persons, or sell, lease, or encumber its material assets.

8
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DELL INC.

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

Parent has obtained equity and debt financing commitments for the transactions contemplated by the merger
agreement, the aggregate proceeds of which, together with the proceeds of a rollover investment of Dell shares in
Parent by the MD Investors, an investment in subordinated securities and the available cash of Dell, will be sufficient
for Parent to pay the aggregate merger consideration and all related fees and expenses. The commitment of financial
institutions to provide debt financing for the transaction is subject to a number of customary conditions, including the
execution and delivery by the borrowers and the guarantors of definitive documentation consistent with the debt
commitment letter.

Pursuant to the terms of a “go-shop” provision in the merger agreement, during the period which began on the date of
the merger agreement and expired after March 22, 2013, Dell and its subsidiaries and their respective representatives
had the right to initiate, solicit and encourage any alternative acquisition proposals from third parties, provide
nonpublic information to such third parties and participate in discussions and negotiations with such third parties
regarding alternative acquisition proposals. The 45-day go-shop period elicited two alternative acquisition proposals.
One proposal was submitted by a group led by entities affiliated with Blackstone Management Partners and the other
by entities affiliated with Carl Icahn. On April 19, 2013, Blackstone Management Partners withdrew from the process
and decided not to submit a definitive acquisition proposal. Under the terms and conditions set forth in the merger
agreement, before the company stockholders approve the adoption of the merger agreement, the Board of Directors
may change its recommendation, including in order to approve, and may authorize Dell to enter into, an alternative
acquisition proposal if the Special Committee of the Board of Directors that recommended approval of the merger has
determined in good faith, after consultation with outside counsel and its financial advisors, that such alternative
acquisition proposal would be more favorable to Dell's stockholders, taking into account all of the terms and
conditions of such proposal (including, among other things, the financing, likelihood and timing of its consummation
and any adjustments to the merger agreement).

The merger agreement contains certain termination rights for Dell and Parent. Among such rights, and subject to
certain limitations, either Dell or Parent may terminate the merger agreement if the merger is not completed by
November 5, 2013.

Other than expenses associated with the proposed merger, which include transaction costs as well as special
performance-based retention cash awards granted to certain key employees in the first quarter of Fiscal 2014 (the
"Merger-Related Costs"), the terms of the merger agreement did not impact Dell's Condensed Consolidated Financial
Statements as of and for the three months or six months ended August 2, 2013.

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, as amended, for the fiscal year ended February 1, 2013 ("Fiscal 2013"). 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 August 2, 2013, the results of its operations and
corresponding comprehensive income for the three and six months ended August 2, 2013, and August 3, 2012, and its
cash flows for the six months ended August 2, 2013, and August 3, 2012.

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

13
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accompanying Notes. Actual results could differ materially from those estimates. The results of operations and
corresponding comprehensive income for the three and six months ended August 2, 2013, and August 3, 2012, and the
cash flows for the six months ended August 2, 2013, and August 3, 2012, are not necessarily indicative of the results
to be expected for the full fiscal year or for any other fiscal period.

Dell's fiscal year is the 52 or 53 week period ending on the Friday nearest January 31. The fiscal year ending

January 31, 2014 ("Fiscal 2014"), will be a 52 week period.

9
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DELL INC.

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

During the first quarter of Fiscal 2014, Dell completed the reorganization or its reportable segments from the
customer-centric segments it maintained through Fiscal 2013 to reportable segments based on the following product
and services business units:

€nd-User Computing ("EUC")

€Enterprise Solutions Group ("ESG")

Dell Software Group

Dell Services

Dell has recast prior period amounts to be consistent with the reorganized segment structure. The change in Dell's
segments did not impact Dell's previously reported consolidated net revenue, gross margin, operating income, net
income, or earnings per share. See Note 14 of the Notes to the Condensed Consolidated Financial Statements for more
information on Dell's reportable segments.

During the first quarter of Fiscal 2014, Dell retired 475 million shares that were issued to a wholly-owned subsidiary
during Fiscal 2007. While legally issued, these shares were not considered outstanding as of February 1, 2013.

Reclassifications — 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. This revision had no impact
to the total change in cash from operating activities.

Recently Issued Accounting Pronouncements

Disclosures about Offsetting Assets and Liabilities — In January 2013, the Financial Accounting Standards Board (the
"FASB") issued amended guidance that enhanced disclosure requirements about the nature of an entity’s right to offset
and related arrangements associated with its derivative instruments, repurchase agreements, and securities lending
transactions. This new guidance requires the disclosure of the gross amounts subject to rights of offset, amounts offset
in accordance with the accounting standards followed, and the related net exposure. This new guidance became
effective for Dell during the first quarter of Fiscal 2014. Other than requiring additional disclosures, this new guidance
did not impact Dell's Condensed Consolidated Financial Statements. See Note 6 of the Notes to the Condensed
Consolidated Financial Statements for more information on disclosures about offsetting assets and liabilities.
Comprehensive Income — In February 2013, the FASB issued new guidance on reporting reclassifications out of
accumulated other comprehensive income. This new guidance became effective for Dell during the first quarter of
Fiscal 2014. Other than requiring additional disclosures, this new guidance did not impact Dell's Condensed
Consolidated Financial Statements. See Note 10 of the Notes to the Condensed Consolidated Financial Statements for
more information on Dell's reclassifications out of accumulated other comprehensive loss.

10
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DELL INC.

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

NOTE 2 — 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 August 2, 2013, and February 1, 2013:

August 2, 2013 February 1, 2013

Level 1® Level2® Level 3 Total Level 1 ® Level2® Level 3 Total

Quoted Quoted

Prices Significant Prices Significant

in Active Significant in Active Significant

Markets Other Unobservable Markets Other Unobservable

Observable Observable

for Inputs Inputs for Inputs Inputs

Identical p Identical p

Assets Assets

(in millions)
Assets:
Cash equivalents:
Money market funds  $7,102 $— $— $7,102 $8,869 $— $— $8,869
Debt securities:
Non- U.S.‘ government 79 o 79 . 96 . 96
and agencies
Commercial paper — 5 — 5 — 6 — 6
U.S. corporate — 1,631 — 1,631 — 1,701 — 1,701
International corporate — 740 — 740 — 700 — 700
Equity and other 127 — 127 1 112 — 113
securities
Derivative instruments — 115 — 115 — 68 — 68
Total assets $7,102 $2,697 $— $9,799 $8,870 $2,683 $— $11,553
Liabilities:
Derivative instruments $— $7 $— $7 $— $16 $— $16
Total liabilities $— $7 $— $7 $— $16 $— $16

@ Dell did not transfer any securities between levels during the six months ended August 2, 2013 or during the fiscal
year ended February 1, 2013.

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 in the above table consist of money market funds with
original maturities of 90 days or less and valued at fair value. The valuations of these securities are based on quoted
prices in active markets for identical assets, when available, or pricing models whereby all significant inputs are
observable or can be derived from or corroborated by observable market data. Dell reviews security pricing and
assesses liquidity on a quarterly basis.

Debt Securities — The majority of Dell's debt securities consist of various fixed income securities such as

U.S. corporate, international corporate, and non-U.S. government and agencies. Valuation is based on pricing models
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. Inputs are documented in
accordance with the fair value measurements hierarchy. Dell reviews security pricing and assesses liquidity on a

16
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quarterly basis. See Note 3 of the Notes to the Condensed Consolidated Financial Statements for additional
information about investments.

Equity and Other Securities — The majority of Dell's investments in equity and other securities that are measured at fair
value on a recurring basis consist of various mutual funds held in Dell's Deferred Compensation Plan. The valuation

of these securities is based on pricing models whereby all significant inputs are observable or can be derived from or
corroborated by observable market data. The valuation for the Level 1 position is based on quoted prices in active
markets.

11
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DELL INC.

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

Derivative Instruments — Dell's derivative financial instruments consist primarily of foreign currency forward and
purchased option contracts and interest rate swaps. The fair value of the portfolio is determined using valuation
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, when 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. See
Note 6 of the Notes to the Condensed Consolidated Financial Statements for a description of Dell's derivative
financial instrument activities.

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. These assets consist primarily
of investments accounted for under the cost and equity methods and non-financial assets such as goodwill and
intangible assets. Goodwill, intangible assets, and investments accounted for under the cost method are measured at
fair value initially and subsequently when there is an indicator of impairment and the impairment is recognized. See
Notes 3 and 7 of the Notes to the Condensed Consolidated Financial Statements for additional information about
investments and goodwill and intangible assets.

12
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DELL INC.

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

NOTE 3 — INVESTMENTS

The following table summarizes, by major security type, the carrying 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.

August 2, 2013 February 1, 2013
Carrying Cost Unrealized Unrealized Carrying Cost Unrealized Unrealized
Value Gain (Loss) Value Gain (Loss)
(in millions)
Investments:
Non- US government and $38 $38 §— $— $13 $13 $— $_
agencies
Commercial paper 5 5 — — 6 6 — —
U.S. corporate 390 389 1 — 113 112 1 —
International corporate 210 209 1 — 76 76 — —
Total short-term investments 643 641 2 — 208 207 1 —
Non- US government and A1 40 | . 33 23 L .
agencies
U.S. corporate 1,241 1,237 5 (1 ) 1,588 1,580 9 (1 )
International corporate 530 530 1 (1 ) 624 620 4 —
Equity and other securities 236 236 — — 270 270 — —
Total long-term investments 2,048 2,043 7 (2 ) 2,565 2,553 13 (1 )
Total investments $2,691 $2,684 $9 $2 ) $2,773 $2,760 $14 $(1 )

Dell's investments in debt securities are classified as available-for-sale securities, which are carried at fair value.
Equity and other securities primarily relate to investments held in Dell's Deferred Compensation Plan, which are
classified as trading securities and carried at fair value, and investments accounted for under the cost and equity
methods. The fair value of Dell's portfolio can be affected by interest rate movements, credit risk, and liquidity risks.
Dell's investments in debt securities have contractual maturities of three years or less.

Investments accounted for under the cost and equity methods included in equity and other securities in the table above
were $109 million and $157 million as of August 2, 2013, and February 1, 2013, respectively. This decline was due to
the sale of certain investments that Dell acquired in connection with its acquisition of Quest Software, Inc. during the
third quarter of Fiscal 2013.

13
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NOTE 4 — FINANCIAL SERVICES

Dell Financial Services

Dell offers or arranges various financing options and services for its business and consumer customers in the U.S.,
Canada and Europe through Dell Financial Services (“DFS”). DFS's key activities include the origination, collection,
and servicing of customer receivables primarily related to the purchase of Dell products and services. DFS results are
allocated to Dell's segments based on the product or services business unit to which the origination relates.

Dell's financing receivables are aggregated into the following categories:

Revolving loans — 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. These private
label credit financing programs are referred to as Dell Preferred Account (“DPA”) and Dell Business Credit
(“DBC”). The DPA product is primarily offered to individual customers, and the DBC product is primarily
offered to small and medium-sized commercial customers. Revolving loans in the U.S. bear interest at a
variable annual percentage rate that is tied to the prime rate. Based on historical payment patterns, revolving
loan transactions are typically repaid within 12 months on average. Revolving loans are included in short-term
financing receivables.

Fixed-term sales-type leases and loans — Dell enters into sales-type lease arrangements with customers who desire lease
financing. Leases with business customers have fixed terms of generally two to four years. Future maturities of
minimum lease payments at August 2, 2013, were as follows: Fiscal 2014 - $868 million; Fiscal 2015 - $937 million;
Fiscal 2016 - $494 million; Fiscal 2017 - $122 million; Fiscal 2018 and beyond - $21 million. Dell also offers
fixed-term loans to qualified small businesses, large commercial accounts, governmental organizations, educational
entities, and certain individual consumer customers. These loans are repaid in equal payments including interest and
have defined terms of generally three to four years.

14
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The following table summarizes the components of Dell's financing receivables segregated by portfolio segment as of
August 2, 2013, and February 1, 2013:

August 2, 2013 February 1, 2013

Revolving  Fixed-term  Total Revolving  Fixed-term  Total
(in millions)
Financing Receivables, net:
Customer receivables, gross $1,645 $2,733 $4,378 $1,834 $2,535 $4,369
Allowances for losses (148 ) (22 ) (170 ) (169 ) (23 ) (192 )
Customer receivables, net 1,497 2,711 4,208 1,665 2,512 4,177
Residual interest — 392 392 — 385 385
Financing receivables, net $1,497 $3,103 $4,600 $1,665 $2,897 $4,562
Short-term $1,497 $1,634 $3,131 $1,665 $1,548 $3,213
Long-term — 1,469 1,469 — 1,349 1,349
Financing receivables, net $1,497 $3,103 $4,600 $1,665 $2,897 $4,562

The following table summarizes the changes in the allowance for financing receivable losses for the respective
periods:

Three Months Ended
August 2, 2013 August 3, 2012
. Fixed- . Fixed-
Revolving Total Revolving Total
term term
(in millions)
Allowance for financing receivable losses:
Balance at beginning of period $157 $22 $179 $169 $23 $192
Principal charge-offs (36 ) (12 (48 ) (42 ) (5 ) (47 )
Interest charge-offs (7 ) — (7 ) (8 ) — (8 )
Recoveries 12 1 13 22 1 23
Provision charged to income statement 22 11 33 27 2 29
Balance at end of period $148 $22 $170 $168 $21 $189
Six Months Ended
August 2, 2013 August 3, 2012
. Fixed- : Fixed-
Revolving Total Revolving Total
term term
(in millions)
Allowance for financing receivable
losses:
Balance at beginning of period $169 $23 $192 $179 $23 $202
Principal charge-offs (80 ) (15 95 ) (91 ) (7 ) (98 )
Interest charge-offs (15 ) — (15 ) (17 ) — (17 )
Recoveries 25 2 27 34 2 36
Provision charged to income statement 49 12 61 63 3 66
Balance at end of period $148 $22 $170 $168 $21 $189
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The following table summarizes the aging of Dell's customer financing receivables, gross, including accrued interest,
as of August 2, 2013, and February 1, 2013, segregated by class:

August 2, 2013 February 1, 2013
Past Due Past Due
Current 1—90 Past Due Total Current 1—90 Past Due Total
> 90 Days > 90 Days
Days Days
(in millions)
Revolving — DPA $1,179 $138 $40 $1,357 $1,322  $163 $54 $1,539
Revolving — DBC 257 25 6 288 264 25 6 295
Fixed-term — Consumer 5, 15 1 333 310 16 | 327
and Small Commercial
Fixed-term —
Medium and Large 2,245 150 5 2,400 2,015 172 21 2,208
Commercial
Total customer $3,998  $328 $52 $4378  $3911 $376 $82 $4.369

receivables, gross
DFS Acquisitions

In Fiscal 2012, Dell entered into a definitive agreement to acquire CIT Vendor Finance's Dell-related financing assets
portfolio and sales and servicing functions in Europe. The acquisition of these assets will enable global expansion of
Dell's direct finance model. Dell completed the first portfolio purchase of this acquisition at the end of the second
quarter of Fiscal 2014 for $215 million. The purchased portfolio included $182 million in gross contractual payments
under fixed-term leases and loans with a fair value at purchase of approximately $174 million. As part of the same
purchase, Dell acquired a liquidating portfolio of operating leases. The gross amount of the equipment associated with
these operating leases was approximately $41 million and is included in property, plant, and equipment in the
Condensed Consolidated Statements of Financial Position. Dell expects to complete the remainder of this transaction
during the second half of Fiscal 2014.

Credit Quality

The following tables summarize customer receivables, gross, including accrued interest by credit quality indicator
segregated by class, as of August 2, 2013, and February 1, 2013. The categories shown in the tables below segregate
customer receivables based on the relative degrees of credit risk. The credit quality categories cannot be compared
between the different classes as loss experience in each class varies substantially. The credit quality indicators for
DPA revolving accounts are primarily as of each quarter-end date, and all others are generally updated on a periodic
basis.

For DPA revolving receivables shown in the table below, Dell makes credit decisions based on proprietary scorecards,
which include the customer's credit history, payment history, credit usage, and other credit agency-related elements.
The higher quality category includes prime accounts generally of a higher credit quality that are comparable to U.S.
customer FICO scores of 720 or above. The mid-category represents the mid-tier accounts that are comparable to U.S.
customer FICO scores from 660 to 719. The lower category is generally sub-prime and represents lower credit quality
accounts that are comparable to U.S customer FICO scores below 660.
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Mid Lower  Total Higher

(in millions)

$180

$391 $786 $1,357  $201

February 1, 2013

Mid

$435

Lower

$903

Total

$1,539
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For the receivables shown in the table below, an internal grading system is utilized that assigns a credit level score
based on a number of considerations, including liquidity, operating performance, and industry outlook. The higher
category includes receivables that are generally within Dell's top credit quality levels, which typically have the lowest
loss experience. The middle category generally falls within the mid-tier credit levels, and the lower category generally
falls within Dell's bottom credit levels, which experience higher loss rates. The grading criteria and classifications are
different between the fixed-term and revolving products as the loss performance varies between these product and
customer sets. Therefore, the credit levels are not comparable between the consumer and small commercial fixed-term
class and the DBC revolving class.

August 2, 2013 February 1, 2013
Higher Mid Lower Total Higher Mid Lower Total
(in millions)

Revolving — DBC $94 $81 $113 $288 $99 $88 $108 $295

Fixed-term — Consumeg o $124  $120  $333  $90 $117  $120  $327
and Small Commercial
For the receivables in the table below, an internal grading system is also utilized that assigns a credit level score based
on liquidity, operating performance, and industry outlook. Dell's internal credit level scoring has been aggregated to
their most comparable external commercial rating agency equivalents. Investment grade generally represents the
highest credit quality accounts, non-investment grade represents middle quality accounts, and sub-standard represents
the lowest quality accounts.

August 2, 2013 February 1, 2013

Investment Non-Investmerub-Standardotal ~ Investment Non-Investmerub-Standardotal

(in millions)
Fixed-term — Medium
and Large $1,437 $ 634 $ 329 $2,400 $1,355 $ 582 $ 271 $2,208
Commercial

Asset Securitizations and Sales

Dell transfers certain U.S. customer financing receivables to Special Purpose Entities (“SPEs”) that meet the definition
of a Variable Interest Entity ("VIE") and are consolidated into Dell's Condensed Consolidated Financial Statements.
These 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 by which Dell's right to receive collections for
assets securitized exceeds the amount required to pay interest, principal, and other fees and expenses related to the
asset-backed securities. Dell provides credit enhancement to the securitization in the form of over-collateralization.
Customer receivables funded via securitization through SPEs were $323 million and $379 million during the three
months ended August 2, 2013, and August 3, 2012, respectively, and $857 million and $915 million for the six
months ended August 2, 2013, and August 3, 2012, respectively.

The following table shows financing receivables held by the consolidated VIEs:
August 2, February 1,
2013 2013
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Financing receivables held by consolidated VIEs, net:
Short-term, net
Long-term, net
Financing receivables held by consolidated VIEs, net

17

(in millions)

$1,166 $1,089
426 386
$1,592 $1,475
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Dell's securitization programs are generally effective for 6 to 12 months and are subject to a periodic renewal process.
These programs contain standard structural features related to the performance of the securitized receivables. The
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 criteria are not met and Dell is unable to restructure the
program, no further funding of receivables will be permitted and the timing of Dell's expected cash flows from
over-collateralization will be delayed. At August 2, 2013, these criteria were met.

Dell sells selected fixed-term financing receivables to unrelated third parties on a periodic basis, primarily to manage
certain concentrations of customer credit exposure. For the three months ended August 2, 2013, and August 3, 2012,
the amount of the receivables sold was $9 million and $227 million, respectively. For the six months ended August 2,
2013, and August 3, 2012, the amount of the receivables sold was $62 million and $298 million, respectively.

Structured Financing Debt

The structured financing debt related to the fixed-term lease and loan programs and the revolving loan securitization
program was $1.4 billion and $1.3 billion as of August 2, 2013, and February 1, 2013, respectively. The debt is
collateralized solely by the financing receivables in the programs. The debt has a variable interest rate and an average
duration of 12 to 36 months based on the terms of the underlying financing receivables. As of August 2, 2013, the
total debt capacity related to the securitization programs was $1.5 billion. Dell's securitization programs are structured
to operate near their debt capacity. See Note 5 of the Notes to the Condensed Consolidated Financial Statements for
additional information regarding the structured financing debt.

Dell enters into interest rate swap agreements to effectively convert a portion of the structured financing debt from a
floating rate to a fixed rate. The interest rate swaps qualify for hedge accounting treatment as cash flow hedges. See
Note 6 of the Notes to the Condensed Consolidated Financial Statements for additional information about interest rate
swaps.
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NOTE 5 — BORROWINGS

The following table summarizes Dell's outstanding debt as of the dates indicated:
August 2, February 1,
2013 2013
(in millions)

Long-Term Debt

Senior Notes

$600 million issued on April 17, 2008, at 4.70% due April 2013 (“2013A Notes™®®) $— $601
$500 million issued on September 7, 2010, at 1.40% due September 2013 500 500
$500 million issued on April 1, 2009, at 5.625% due April 2014 (®) 500 500
$300 million issued on March 28, 2011, with a floating rate due April 2014 (“2014B

Notes™) 300 300
$400 million issued on March 28, 2011, at 2.10% due April 2014 400 400
$700 million issued on September 7, 2010, at 2.30% due September 2015 ®) 701 702
$400 million issued on March 28, 2011, at 3.10% due April 2016 ® 402 402
$500 million issued on April 17, 2008, at 5.65% due April 2018 ®) 500 502
$600 million issued on June 10, 2009, at 5.875% due June 2019 ® 601 604
$400 million issued on March 28, 2011, at 4.625% due April 2021 399 398
$400 million issued on April 17, 2008, at 6.50% due April 2038 400 400
$300 million issued on September 7, 2010, at 5.40% due September 2040 300 300
Senior Debentures

$300 million issued on April 3, 1998, at 7.10% due April 2028 ("Senior Debentures") @ 376 379
Other

Long-term structured financing debt 943 872
Less: current portion of long-term debt (2,247 ) (1,618 )
Total long-term debt 4,075 5,242
Short-Term Debt

Commercial paper 32 1,807
Short-term structured financing debt 455 416
Current portion of long-term debt 2,247 1,618
Other 2 2
Total short-term debt 2,736 3,843
Total debt $6,811 $9,085

@ Includes the impact of interest rate swap terminations.
®) Includes hedge accounting adjustments.

As of August 2, 2013, the total carrying value and estimated fair value of outstanding senior notes and debentures,
including the current portion, was $5.4 billion and $5.2 billion, respectively. This is compared to a carrying value and
estimated fair value of $6.0 billion and $5.9 billion, respectively, as of February 1, 2013. The fair value of outstanding
senior notes and debentures is determined based on observable market prices in a less active market and is categorized
as Level 2 in the fair value hierarchy. The fair values of the structured financing debt, commercial paper, and other
short-term debt approximate their carrying values. Interest on the senior notes and debentures is payable semiannually,
except for the floating rate 2014B Notes, which accrue interest that is payable quarterly. The carrying value of the
Senior Debentures and the 2013A Notes includes an unamortized amount related to the termination of interest rate
swap agreements, which were previously designated as hedges of the debt. See Note 6 of the Notes to the Condensed
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rate for the short-term structured financing debt and other as of August 2, 2013, and February 1, 2013, was 1.10% and
1.00%, respectively.
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Structured Financing Debt — As of August 2, 2013, Dell had $1.4 billion outstanding of structured financing debt,
which was primarily related to the fixed-term lease and loan, and revolving loan securitization programs. Of the $943
million outstanding of long-term structured financing debt, which is primarily related to the fixed-term lease and loan
programs, $547 million was classified as current as of August 2, 2013. See Note 4 and Note 6 of the Notes to the
Condensed Consolidated Financial Statements for further discussion of the structured financing debt and the interest
rate swap agreements that hedge a portion of that debt.

Commercial Paper — As of August 2, 2013, and February 1, 2013, there was $32 million and $1.8 billion, respectively,
outstanding under the commercial paper program. The weighted average interest rate on outstanding commercial

paper as of August 2, 2013, and February 1, 2013, was 0.61% and 0.38%, respectively. Dell has $2.0 billion in senior
unsecured revolving credit facilities primarily to support its commercial paper program. These credit facilities will
expire on April 15, 2015. There were no outstanding advances under the revolving credit facilities as of August 2,
2013.

The indentures governing the senior notes and debentures and the structured financing debt shown in the above table
contain customary events of default, including failure to make required payments, failure to comply with certain
agreements or covenants, and certain events of bankruptcy and insolvency. The indentures governing the senior notes
also contain covenants limiting Dell's ability to create certain liens; enter into sale-and-lease back transactions; and
consolidate or merge with, or convey, transfer or lease all or substantially all of its assets to, another person. The
senior unsecured revolving credit facilities require 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. Dell was in compliance with all financial covenants as of August 2, 2013.
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NOTE 6 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES
Derivative Instruments

As part of its risk management strategy, Dell uses derivative instruments, primarily forward contracts and purchased
options, to hedge certain foreign currency exposures and interest rate swaps to manage the exposure of its debt
portfolio to interest rate risk. Dell's objective is to offset gains and losses resulting from these exposures with gains
and losses on the derivative contracts used to hedge the exposures, thereby reducing volatility of earnings and
protecting fair values of assets and liabilities. Dell assesses hedge effectiveness both at the onset of the hedge and at
regular intervals throughout the life of the derivative and recognizes any ineffective portion of the hedge, as well as
amounts not included in the assessment of effectiveness, in earnings as a component of interest and other, net. Hedge
ineffectiveness and amounts not included in the assessment of effectiveness were not material for fair value or cash
flow hedges for the three and six months ended August 2, 2013, and August 3, 2012.

Foreign Exchange Risk

Dell uses forward contracts and purchased 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. The majority of these contracts typically expire in 12 months or less.

During the three and six months ended August 2, 2013, and August 3, 2012, Dell did not discontinue any cash flow
hedges related to foreign exchange contracts 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.

In addition, Dell uses forward contracts and purchased options to hedge monetary assets and liabilities denominated in
a foreign currency. These contracts generally expire in 3 months or less, are considered economic hedges and are not
designated. 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. Dell recognized a gain of $22 million and a loss of $16 million for the change in fair value of these instruments
during the three months ended August 2, 2013, and August 3, 2012, respectively, and losses of $6 million and $4
million during the six months ended August 2, 2013, and August 3, 2012, respectively.

Interest Rate Risk

Dell uses interest rate swaps to hedge the variability in cash flows related to the interest rate payments on structured
financing debt. The interest rate swaps economically convert the variable rate on the structured financing debt to a
fixed interest rate to match the underlying fixed rate being received on fixed term customer leases and loans. The
duration of these contracts typically ranges from 30 to 42 months. Certain of these swaps are designated as cash flow
hedges.

In addition, Dell may periodically use forward-starting interest rate swaps and interest rate lock agreements to lock in
fixed interest rates on its forecasted issuances of debt. The objective of these hedges is to offset the variability of
future payments associated with the interest rate on debt instruments. As of August 2, 2013, Dell did not have any
forward-starting interest rate swaps designated as cash flow hedges. In comparison, as of August 3, 2012, Dell had
$600 million in aggregate notional amounts of forward-starting interest rate swaps outstanding.

Periodically, Dell also uses interest rate swaps designated as fair value hedges to modify the market risk exposures in
connection with long-term debt to achieve primarily LIBOR-based floating interest expense. As of August 2, 2013,
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and August 3, 2012, Dell had outstanding interest rate swaps that economically hedge a portion of its interest rate
exposure on certain tranches of long-term debt. See Note 5 of the Notes to the Condensed Consolidated Financial
Statements for additional information about borrowings.
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Notional Amounts of Outstanding Derivative Instruments

The notional amounts of Dell's outstanding derivative instruments are as follows as of the dates indicated:
August 2, February 1,
2013 2013

(in millions)
Foreign Exchange Contracts

Designated as cash flow hedging instruments $2.,885 $2,847
Non-designated as hedging instruments 972 512
Total $3,857 $3,359
Interest Rate Contracts

Designated as fair value hedging instruments $700 $800
Designated as cash flow hedging instruments 787 1,320
Non-designated as hedging instruments 139 127
Total $1,626 $2,247

Derivative Instruments Additional Information

Dell has reviewed the existence and nature of credit-risk-related contingent features in derivative trading agreements
with its counterparties. Certain agreements contain clauses under which, if Dell's credit ratings were to fall below
investment grade upon a change of control of Dell, counterparties would have the right to terminate those derivative
contracts where Dell is in a net liability position. As of August 2, 2013, there had been no such triggering event.
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Effect of Derivative Instruments on the Condensed Consolidated Statements of Financial Position and the Condensed

Consolidated Statements of Income

Gain (Loss)

Recognized

in Location of Gain (Loss)
Derivatives in Accumulated  Reclassified
Cash Flow OCI, Net from Accumulated
Hedging Relationships  of Tax, on OClI into Income

Derivatives (Effective Portion)

(Effective

Portion)

(in millions)
For the three months ended August 2, 2013
Total net revenue

Foreign exchange $41 Total cost of net
contracts revenue

Interest rate contracts 1 Interest and other, net
Total $42

For the three months ended August 3, 2012
Total net revenue

Foreign exchange $79 Total cost of net
contracts revenue

Interest rate contracts A3 ) Interest and other, net
Total $76

For the six months ended August 2, 2013
Total net revenue

Foreign exchange $87 Total cost of net
contracts revenue

Interest rate contracts 1 Interest and other, net
Total $88

For the six months ended August 3, 2012
Total net revenue

Foreign exchange $54 Total cost of net
contracts revenue

Interest rate contracts A3 ) Interest and other, net
Total $51

23

Gain (Loss)
Reclassified
from
Accumulated
OClI into
Income
(Effective
Portion)

$36
9

a )

$44

$36

$40

$65
11

$76

$33

(7 )

$26

Location of
Gain (Loss)
Recognized in
Income on
Derivative
(Ineffective
Portion)

Interest and
other, net

Interest and
other, net

Interest and
other, net

Interest and
other, net

Gain (Loss)
Recognized in
Income on
Derivative
(Ineffective
Portion)

$1 )
$ )

$1
$1
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Fair Value of Derivative Instruments and Amounts Offset in the Condensed Consolidated Statements of Financial
Position
Dell presents its foreign exchange derivative instruments on a net basis in the Condensed Consolidated Statements of
Financial Position due to the right of offset by its counterparties under master netting arrangements. The fair value of
those derivative instruments presented on a gross basis as of each date indicated below was as follows:

August 2, 2013

Other Other Non- Other Other Total
Current Current Current Non-Current Fair Value
Assets Assets Liabilities  Liabilities
(in millions)
Derivatives Designated as Hedging Instruments
Foreign exchange contracts in an asset position $94 $— $6 $— $100
Foreign exchange contracts in a liability position (51 ) — 4 ) — (55 )
Interest rate contracts in an asset position — 6 — — 6
Interest rate contracts in a liability position — — — (1 ) (1 )
Net asset (liability) 43 6 2 (1 ) 50
Derivatives not Designated as Hedging Instruments
Foreign exchange contracts in an asset position 172 — 9 — 181
Foreign exchange contracts in a liability position (106 ) — (17 ) — (123 )
Net asset (liability) 66 — (8 ) — 58
Total derivatives at fair value $109 $6 $(6 ) $(1 ) $108
February 1, 2013
Other Other Non- Other Other Total
Current Current Current Non-Current Fair Value
Assets Assets Liabilities  Liabilities
(in millions)
Derivatives Designated as Hedging Instruments
Foreign exchange contracts in an asset position $86 $— $9 $— $95
Foreign exchange contracts in a liability position (40 ) — 3 ) — 43 )
Interest rate contracts in an asset position — 12 — — 12
Interest rate contracts in a liability position — — — (6 ) (6 )
Net asset (liability) 46 12 6 (6 ) 58
Derivatives not Designated as Hedging Instruments
Foreign exchange contracts in an asset position 118 — 16 — 134
Foreign exchange contracts in a liability position (108 ) — (32 ) — (140 )
Net asset (liability) 10 — (16 ) — (6 )
Total derivatives at fair value $56 $12 $(10 ) $(6 ) $52
24
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The following table presents the gross amounts of Dell's derivative instruments, amounts offset due to master netting
agreements with Dell's various counterparties, and the net amounts recognized in the Condensed Consolidated

Statements of Financial Position.

Description

Foreign Exchange Contracts
Financial assets

Financial liabilities

Total Foreign Exchange Contracts
Interest Rate Contracts

Financial assets

Financial liabilities

Total Interest Rate Contracts
Total Derivative Instruments

Description

Foreign Exchange Contracts
Financial assets

Financial liabilities

Total Foreign Exchange Contracts
Interest Rate Contracts

Financial assets

Financial liabilities

Total Interest Rate Contracts
Total Derivative Instruments

August 2, 2013

Gross
Amounts
Gross Offset in
Amounts of
Recognized
Statement
Assets/ of
(Liabilities) Financial
Position
(in millions)
$281 $(172 )
(178 ) 172
6 _
(1 ) —
$108 $—
February 1, 2013
Gross
Amounts
Gross Offset in
Amounts of
Recognized
Statement
Assets/ of
(Liabilities) Financial
Position
(in millions)
$229 $(173 )
(183 ) 173
12 —
(6 ) —
$52 $—

Net
Amounts of
Assets/
(Liabilities)
Presented in
the
Statement
of Financial
Position

$109
(© )

6
(1 )

$108

Net
Amounts of
Assets/
(Liabilities)
Presented in
the
Statement
of Financial
Position

$56
(10 )

12
(© )

$52

Gross Amounts not
Offset in the Statement of
Financial Position

Cash Net Amount
Financial Collateral
Instruments Received
or Pledged
$— $— $109
— — 6 )
103
— — 6
— — (1 )
5
$— $— $108
Gross Amounts not
Offset in the Statement of
Financial Position
Cash Net Amount
Financial Collateral
Instruments Received
or Pledged
$— $— $56
— — (10 )
46
— — 12
— — 6 )
6
$— $— $52
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NOTE 7 — GOODWILL AND INTANGIBLE ASSETS

Goodwill

During the first quarter of Fiscal 2014, Dell completed the reorganization of its reportable segments from the
customer-centric segments it maintained through Fiscal 2013 to the following product and services reportable
segments: End-User Computing, the Enterprise Solutions Group, the Dell Software Group, and Dell Services. See
Note 14 of the Notes to the Consolidated Financial Statements for additional information on Dell's reportable
segments.

As a direct result of this segment change, in the first quarter of Fiscal 2014, Dell's goodwill reporting units also
changed. As a result of this change, goodwill was re-allocated to the new reporting units on a relative fair value basis
as of February 1, 2013. Dell did not incur any impairment charges to goodwill as a result of this change in reporting
units.

The following table presents goodwill allocated to Dell's current reportable segments as of August 2, 2013, and
February 1, 2013, and changes in the carrying amount of goodwill for the six months ended August 2, 2013:

Enterprise
]ég?r;guszgg Solutions ]()}f(l)luioftware Dell Services  Total
Group
(in millions)
Balance at February 1, 2013 $1,499 $2,244 $890 $4,671 $9,304
Gogdwﬂl acquired during the 17 o 33 L 55
period
Adjustments 4 ) (5 ) (85 ) (12 ) (106 )
Balance at August 2, 2013 $1,512 $2,239 $843 $4,659 $9,253

The Dell Software Group adjustment above is due to the sale of a business that Dell acquired in connection with its
acquisition of Quest Software, Inc. during the third quarter of Fiscal 2013. The sale resulted in the elimination of all
noncontrolling interest as of August 2, 2013.

Goodwill is tested for impairment on an annual basis during the second fiscal quarter, or sooner if an indicator of
impairment occurs. Based on the results of the annual impairment test, performed during the second quarter of Fiscal
2014, no impairment of goodwill existed at August 2, 2013. In addition, Dell did not have any accumulated goodwill
impairment charges as of August 2, 2013.

Intangible Assets

Dell's intangible assets associated with completed acquisitions at August 2, 2013, and February 1, 2013, were as
follows:

August 2, 2013 February 1, 2013
Gross Accum.ula.ted Net Gross Accurr.lula.ted Net
Amortization Amortization

(in millions)
Customer relationships $2,181 $(861 ) $1,320 $2,184 $(721 ) $1,463
Technology 2,511 (1,047 ) 1,464 2,513 (827 ) 1,686
Non-compete agreements 75 (60 ) 15 75 (54 ) 21
Trade names 158 (71 ) 87 159 (59 ) 100
Amortizable intangible assets 4,925 (2,039 ) 2,886 4,931 (1,661 ) 3,270
In-process research and development 78 — 78 78 — 78
Indefinite lived intangible assets 26 — 26 26 — 26
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Total intangible assets $5,029 $(2,039 ) $2,990 $5,035 $(1,661 ) $3,374
Amortization expense related to finite-lived intangible assets was approximately $196 million and $150 million during
the three months ended August 2, 2013, and August 3, 2012, respectively, and $392 million and $260 million during
the six months ended August 2, 2013, and August 3, 2012. There were no material impairment charges related to
intangible assets for the three and six months ended August 2, 2013, and August 3, 2012.
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Estimated future annual pre-tax amortization expense of finite-lived intangible assets a