Dell Computer Corporation

Planning Materiality and Tolerable Misstatement

Objectives
· Determine planning materiality for an audit client

· Allocate planning materiality to financial statement elements

· Provide support for your materiality decisions
Dell Computer Corporation designs, develops, manufactures, markets, services, and supports a wide range of computer systems, including desktops, notebooks, work-stations, and network servers. The company also markets software, computer peripherals, and post-sale service and support programs. The company's products are sold in more than 170 countries and it has manufacturing facilities in Round Rock, Texas; Limerick, Ireland; and Penang, Malaysia. Net revenue for fiscal 1998 was $12.3 billion and net income was $944 million. Dell generally experiences stronger revenues in the second and third fiscal-year quarters.
The company's business strategy is to deliver the best customer experience through direct, comprehensive customer relationships, cooperative research and development with technology partners, custom-built computer systems, and service and support programs tailored to customer needs. The direct customer approach eliminates the need to support an extensive network of wholesale and retail dealers. This direct customer focus allows the company to reduce the cost of its products by avoiding typical dealer markups and avoiding higher inventory costs associated with the wholesale/ retail channel. In addition, direct customer contact allows the Company to maintain, monitor, and update a database of information about customers and their current and future product and service needs, which can be used to shape future product and service programs. The company's partnerships with leading-edge technology companies create efficient procurement, manufacturing, and distribution processes that allow Dell to bring relevant technology to its customers faster and more competitively priced than many of its competitors.
Dell common stock is traded on the NASDAQ national market, and Dell is required to have an annual audit pursuant with the 1934 Securities and Exchange Act. As of the close of business on September 8, 1998, Dell had 1,273,510,968 shares of common stock outstanding with a trading price of $59 11/16.
BACKGROUND INFORMATION ABOUT THE AUDIT

Your firm, Smith and Jones, PA., is in the initial planning phase for the fiscal 1999 audit of Dell Computer Corporation. As the audit manager, you have been assigned responsibility for determining planning materiality and tolerable misstatement. Your firm's materiality and tolerable misstatement guidelines have been provided to assist you with this assignment.
Donna Fontain, the audit partner, has performed a preliminary analysis of the company and its performance and believes the likelihood of management fraud is very low. Donna's initial analysis of the company's performance is documented in the memo referenced as G 3–1 and G 3–2 (top right corner of the document). Additionally, Donna has documented current events noted while performing the preliminary analysis in a separate memo, G 4. You have recorded the fiscal 1998 balance sheet numbers along with projections for fiscal 1999 on audit schedules G 6–1 and G 6–2. Selected information from the company's fiscal 1998 notes to the financial statements have been provided on the following pages. Assume no misstatements were discovered during the fiscal 1998 audit.
REQUIREMENTS

Review the audit memos (G 3–1, G 3–2 and G 4), selected information from the fiscal 1998 notes to the financial statements, and audit schedules (G 5, G 6–1, and G 6–2). Based on your review, complete audit schedules G 5, G 6–1, and G 6–2.
Smith and Jones, PA.

Policy Statement: Materiality
This policy statement provides general guidelines for firm personnel when determining planning materiality and tolerable misstatement for purposes of determining the nature, timing, and extent of audit procedures. The intent of this policy statement is not to suggest that these materiality guidelines must be followed on all audit engagements. The appropriateness of these materiality guidelines must be determined on an engagement by engagement basis, using professional judgment.
Planning Materiality Guidelines

Planning materiality represents the maximum, combined, financial statement misstatement or omission that could occur before influencing the decisions of reasonable individuals relying on the financial statements. The magnitude and nature of financial statement misstatements or omissions will not have the same influence on all financial statement users. For example, a 5 percent misstatement with current assets may be more relevant for a creditor than a stockholder, whereas a 5 percent misstatement with net income before income taxes may be more relevant for a stockholder than a creditor. Therefore, the primary consideration when determining materiality is the expected users of the financial statements.

Relevant financial statement elements and presumptions on the effect of combined misstatements or omissions that would be considered immaterial and material are provided below:

· Net Income Before Income Taxes—combined misstatements or omissions less than 5 percent of Net Income Before Income Taxes are presumed to be immaterial, and combined misstatements or omissions greater than 10 percent are presumed to be material. (Note: Net Income Before Income Taxes may not be an appropriate base if the client's Net Income Before Income Taxes is substantially below other companies of equal size or is highly variable.)

· Net Revenue—combined misstatements or omissions less than 1 percent of Net Revenue 411110
are presumed to be immaterial, and combined misstatements or omissions greater than 3 percent are presumed to be material.

· Current Assets—combined misstatements or omissions less than 5 percent of Current Assets are presumed to be immaterial, and combined misstatements or omissions greater than 10 percent are presumed to be material.

· Current Liabilities—combined misstatements or omissions less than 5 percent of Current Liabilities are presumed to be immaterial, and combined misstatements or omissions greater than 10 percent are presumed to be material.

· Total Assets—combined misstatements or omissions less than 1 percent of Total Assets are presumed to be immaterial, and combined misstatements or omissions greater than 3 percent are presumed to be material. (Note: Total Assets may not be an appropriate base for service organizations or other organizations that have few operating assets.)

The specific amounts established for each financial statement element must be determined by considering the primary users as well as qualitative factors. For example, if the client is close to violating the minimum current ratio requirement for a loan agreement, a smaller planning materiality amount should be used for current assets and liabilities. Conversely, if the client is substantially above the minimum current ratio requirement for a loan agreement, it would be reasonable to use a higher planning materiality amount for current assets and current liabilities.

Planning materiality should be based on the smallest amount established from relevant materiality bases to provide reasonable assurance that the financial statements, taken as a whole, are not materially misstated for any user.

Tolerable Misstatement Guidelines

In addition to establishing materiality for the overall financial statements, materiality for individual financial statement accounts should be established. The amount established for individual accounts is referred to as "tolerable misstatement." Tolerable misstatement represents the amount an individual financial statement account can differ from its true amount without affecting the fair presentation of the financial statements taken as a whole. Establishment of tolerable misstatement for individual accounts enables the auditor to design and execute an audit strategy for each audit cycle.
Tolerable misstatement should be established for all balance sheet accounts (except "retained earnings" because it is the residual account). Tolerable misstatement need not be allocated to income statement accounts because many misstatements affect both income statement and balance sheet accounts and misstatements affecting only the income statement are normally less relevant to users.
The objective in setting tolerable misstatement for individual balance sheet accounts is to provide reasonable assurance that the financial statements taken as a whole are fairly presented in all material respects at the lowest cost. Factors to consider when setting tolerable misstatement include:

· Relevance of Account to Users—tolerable misstatement should not exceed that amount that would influence the decision of reasonable users.

· Cost of Audit Evidence—tolerable misstatement should be higher for balance sheet accounts that cost more to audit.

· Competence of Evidence—tolerable misstatement should be higher for balance sheet accounts with less competent evidence available.

· Expected Misstatement—tolerable misstatement should at a minimum equal the expected misstatement for an account if it is unlikely that the client will adjust the financial statements for misstatements found during the audit.

· Size of Account—tolerable misstatement should be higher for larger balance sheet accounts.

To provide reasonable assurance that the financial statements taken as a whole do not contain material misstatements, the tolerable misstatement established for individual accounts should not exceed planning materiality and the sum of tolerable misstatements should not exceed three times planning materiality. The sum of tolerable misstatements should be lower as the expectation for management fraud increases. In many audits it is reasonable to expect that some individual accounts will be misstated less than tolerable misstatement and that misstatements across accounts will offset each other. This expectation is not reasonable when the likelihood of management fraud is high. If management is intentionally trying to misstate the financial statements, it is likely that misstatements will be systematically biased in one direction across accounts.
Dell Computer Corporation

Information from the Fiscal 1998 Notes to Consolidated Financial Statements

Fiscal Year The company's fiscal year is the 52- or 53-week period ending on the Sunday nearest January 31.

Marketable Securities The company's marketable securities are classified as available-for​-sale and are reported at fair value. Unrealized gains and losses are reported, net of taxes, as a component of stockholders' equity. Unrealized losses are charged against income when a decline in fair value is determined to be other than temporary. The specific identi​fication method is used to determine the cost of securities sold. Gains and losses on mar​ketable securities are included in financing and other when realized. The company accounts for highly liquid investments with maturities of three months or less at date of acquisition as marketable securities and reflects the related cash flows as investing cash flows. As a result, a significant portion of its gross marketable securities purchases and maturities disclosed as investing cash flows is related to highly liquid investments. The fair value of the company's holdings of marketable securities by security type is as follows:
	
	February 1, 1998
	February 2, 1997

	
	(In Millions)
	

	Preferred stock
	$ 172
	$ 172

	Mutual funds, principally invested in debt securities
	800
	182

	Debt securities:
	
	

	State and municipal securities
	190
	317

	U.S. corporate and bank debt
	307
	415

	U.S. government and agencies
	40
	98

	International corporate and bank debt
	15
	53

	Total debt securities
	552
	883

	Total marketable securities
	$1,524
	$1,237

	Inventories
Inventories are stated at the lower of cost or market. Cost is determined on

	a first-in, first-out basis. The components of the company's inventory were as follows:

	
	February 1, 1998
	February 2, 1997

	
	(In Millions)
	

	Production materials
	$ 189
	$ 223

	Work-in-process and finished goods
	44
	28

	
	$ 233
	$ 251


Property, Plant, and Equipment Property, plant, and equipment are carried at depreci​ated cost. Depreciation is provided using the straight-line method over the estimated economic lives of the assets, which range from 10 to 30 years for buildings and two to five years for all other assets. Leasehold improvements are amortized over the shorter of five years or the lease term. The components of the company's property, plant, and equipment were as follows:

	
	February 1, 1998
February 2, 1997

	
	(In Millions)
	

	Land and buildings
	$ 137
	$ 133

	Computer equipment
	135
	104

(continued)

	
	
	
	

	
	February 1, 1998
	February 2, 1997

	
	
	(In Millions)
	

	Office furniture and fixtures
	45
	32

	Machinery and other equipment
	126
	59

	Leasehold improvements
	66
	46

	Total property, plant, and equipment
	509
	374

	Accumulated depreciation and amortization
	(167)
	(139)

	
	$ 342
	$ 235

	
	
	


Foreign Currency Translation The majority of the company's international sales are made by international subsidiaries that have the U.S. dollar as their functional currency. International subsidiaries that have the U.S. dollar as the functional currency are remea​sured into U.S. dollars using current rates of exchange for monetary assets and liabili​ties and historical rates of exchange for nonmonetary assets. Gains and losses from remeasurement are included in financing and other. The company's subsidiaries that do not have the U.S. dollar as their functional currency translate assets and liabilities at current rates of exchange in effect at the balance sheet date. The resulting gains and losses from translation are included as a component of stockholders' equity. Items of income and expense for the company's international subsidiaries are translated using the monthly average exchange rates in effect for the period in which the items occur.

Foreign Currency Hedging Instruments The company enters into foreign exchange contracts to hedge its foreign currency risks. These contracts must be designated at inception as hedges and measured for effectiveness both at inception and on an ongoing basis. Realized and unrealized gains or losses and premiums on foreign currency purchased option contracts that are designated and effective as hedges of probable, anticipated, but not firmly committed, foreign currency transactions are deferred and recognized in income as a component of revenue, cost of sales and/or operating expenses in the same period as the hedged transaction. Forward contracts designated as hedges of probable, anticipated, or firmly committed transactions are accounted for on a mark-to-market basis, with realized and unrealized gains or losses recognized currently.

Equity Instruments Indexed to the Company's Common Stock Proceeds received upon the sale of equity instruments and amounts paid upon the purchase of equity instruments are recorded as a component of stockholders' equity. Subsequent changes in the fair value of the equity instrument contracts are not recognized. If the contracts are ulti​mately settled in cash, the amount of cash paid or received is recorded as a component of stockholders' equity.

Revenue Recognition Sales revenue is recognized at the date of shipment to customers. Provision is made for an estimate of product returns and doubtful accounts and is based on historical experience. Revenue from separately priced service and extended-warranty programs are deferred and recognized over the extended-warranty period. The components of the company's net accounts receivable are as follows:

	
	February 1, 1998
February 2, 1997

	
	(In Millions)
	

	Gross accounts receivable
	$1,514
	$ 934

	Allowance for doubtful accounts
	(28)
	(31)

	
	$1,486
	$ 903

	
	
	


Warranty and Other Post-Sales Support Programs The company provides currently for the estimated costs that may be incurred under its initial warranty and other post-sales support programs. The components of the company's accrued and other liabilities were as follows:

	
	February 1, 1998
February 2, 1997

	
	(In Millions)
	

	Accrued compensation
	$ 236
	$ 113

	Deferred revenue on warranty contracts
	193
	126

	Book overdrafts
	146
	27

	Accrued warranty costs
	139
	111

	Taxes other than income taxes
	122
	74

	Other
	218
	167

	
	$1,054
	$ 618


Advertising Costs Advertising costs are charged to expense as incurred. Advertising expenses for fiscal years 1998, 1997, and 1996 were $137 million, $87 million, and $83 million, respectively.

Stock-Based Compensation The company adopted Statement of Financial Accounting Standards No. 123, "Accounting for Stock-Based Compensation," in the fiscal year ended February 2, 1997. On adoption, the company continued to apply Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees," in accounting for its stock option and stock purchase plans. As a result, no expense has been recognized for options granted with an exercise price equal to market value at the date of grant or in connection with the employee stock purchase plan. For stock options that have been issued at discounted prices, the company accrues for compensation expense over the vesting period for the difference between the exercise price and fair market value on the measurement date.

Income Taxes The provision for income taxes is based on income before income taxes as reported in the Consolidated Statement of Income. Deferred tax assets and liabilities are determined based on the difference between the financial statement and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to reverse. The components of the company's net deferred tax asset (in​cluded in other current assets) were as follows:

	
	Fiscal Year Ended

	
	February 1,
	February 2,
	January 28,

	
	1998
	1997
	1996

	
	
	(In Millions)
	

	Provisions for product returns and doubtful accounts
	$ 20
	$ 31
	$ 25

	Inventory and warranty provisions
	24
	21
	18

	Deferred service contract revenue
	124
	107
	53

	Other
	(62)
	(26)
	(29)

	Net deferred tax asset
	$106
	$133
	$ 67


	Reference:
G 3-1

	Prepared by:
DF

	Date:
8/14/98

	Reviewed by:             

	Dell Computer Corporation

Memo: Analysis of Performance for First Six Months

Year Ended: January 31, 1999

	Net Revenue increased 53% in the first six months of fiscal 1999 over the comparable

	period of fiscal 1998 (from $5.40 billion to $8.25 billion). The increase in Net Revenue was

	primarily attributable to increased units sold. Unit sales increased 70% in the first six

	months of fiscal 1999 compared to the same period of fiscal 1998. Unit sales increased

	across all product lines for the first six months of fiscal 1999 compared to the same period

	of fiscal 1998. Desktop products continue to remain the primary component of unit sales,

	comprising 80% of total units sold during the first six months of fiscal 1999. However,

	the unit sales growth rate in enterprise systems (which include both servers and work‑

	stations) and notebooks exceeded the unit sales growth rate of desktop products. The

	effect of the increased unit sales on Net Revenue for the first six months of fiscal 1999

	compared to the same period of fiscal 1998 was partially offset by a decline in average

	revenue per unit sold of 10%. The decrease in average revenue per unit sold was prima-

	rily attributable to price reductions as a result of component cost declines.

	Net Revenue increased in all geographic regions in the first six months of fiscal 1999 as

	compared to the same period of fiscal 1998. The percentage of total Net Revenue

	derived from each region for the first six months of fiscal 1999 was 67.7% from the

	Americas, 25.6% from Europe, and 6.7% from Asia Pacific/Japan. The comparable per‑

	centages for the first six months of the previous fiscal year were 69.1% from the Ameri‑

	cas, 23.4% from Europe, and 7.5% from Asia Pacific/japan.

	The Company's Gross Margin as a percentage of Net Revenue increased to 22.5% in the

	first six months of fiscal 1999 compared to 21.9% in the corresponding period of the

	prior fiscal year. The increase resulted primarily from component cost declines, which

	were mostly passed through to customers, resulting in the aforementioned declines in

	average revenue per unit sold.

	The company continues to successfully manage its operating activities. Days of Sales In

	Accounts Receivable was 37 on August 2, 1998, compared to 36 on February 1, 1998.

	Days of Supply in Inventory was 8 on August 2, 1998, compared to 7 on February 1,

	1998, and Days in Accounts Payable was 52 on August 2, 1998, compared to 51 on Feb‑

	ruary 1, 1998.

	Selling, General and Administrative Expenses as a percentage of Net Revenue

	increased to 10% for the first six months of fiscal 1999 from 9.6% in the comparable

	period of the prior fiscal year. The increase was due primarily to the company's

	increased staffing worldwide and increased infrastructure expenses, including those for

	information systems, to support the company's continued growth.

	

	Reference:
G 3-2

	Prepared by:
DF

	Date:
8/14/98

	Reviewed by:

	Dell Computer Corporation

Memo: Analysis of Performance for First Six Months

Year Ended: January 31, 1999

	Research Development and Engineering Expenses as a percentage of Net Revenue

	decreased to 1.5% for the first six months of fiscal 1999 from 1.6% in the comparable

	period of the prior fiscal year. In absolute dollar amounts, these costs increased due to

	increased staffing levels and product development costs.

	Net Income as a percentage of Net Revenue increased to 7.9% for the first six months of

	fiscal 1999 from 7.6% in the comparable period of the prior year.

	Cash Flow from Operating Activities was $1.1 billion for the first six months of fiscal

	1999 compared to $0.6 billion for the same period of the prior fiscal year. The company's

	Cash Flow from Operating activities was generated primarily from the company's net

	income and increases in operating working capital.

	Overall, the company's first six months' performance has been very strong and com-

	pares favorably with major competitors. Compaq's Net Revenue for the first six months

	of 1998 grew 6.8% over the comparable 1997 period (to $11.52 billion from $10.79 bil‑

	lion). Compaq's Net Income/(Loss) as a percentage of Net Revenue decreased to

	(31.2%) for the first six months of 1998 compared to 6.2% for the first six months of 1997.

	Gateway 2000's Net Revenue for the first six months of 1998 grew 19% over the compa‑

	rable 1997 period (to $3.35 billion from $2.81 billion). Gateway 2000's Net Income as a

	percentage of Net Revenue decreased to 4.1% for the first six months of 1998 compared

	to 4.4% for the first six months of 1997.

	


	Reference:
G 4

	Prepared by:
DF

	Date:
8/14/98

	Reviewed by:

	Dell Computer Corporation

Memo: Current Events

Year Ended: January 31, 1999

	The company utilized $155 million in cash during the first six months of fiscal 1999 to

	improve and equip facilities. Cash flows for capital expenditures for fiscal 1999 are

	expected to be approximately $360 million.

	Subsequent to the second quarter of fiscal 1999, the company entered into an additional

	master lease facility providing funds up to $593 million. This agreement along with the

	agreement entered into last fiscal year provide Dell the ability to lease certain real prop‑

	erty, buildings and equipment to be constructed or acquired. Currently, $85 million of

	these facilities have been utilized.

	In April 1998, the company issued $200 million 6.55% fixed-rate senior notes due April

	15, 2008 (the "Senior Notes") and $300 million 7.10% fixed-rate senior debentures due

	April 15, 2028 (the "Senior Debentures"). Interest on the Senior Notes and Senior

	Debentures is paid semiannually. The Senior Notes and Senior Debentures are redeem‑

	able, in whole or in part, at the election of the company, for principal, any accrued inter‑

	est and a redemption premium based on the present value of interest to be paid over the

	term of the debt agreements. The Senior Notes and Senior Debentures generally contain

	no restrictive covenants, other than a limitation on liens on the company's assets and a

	limitation on sale-leaseback transactions.

	On July 17, 1998, the company's stockholders approved an amendment to the com‑

	pany's Certificate of Incorporation to increase the number of shares of common stock,

	par value $.01 per share, that the company is authorized to issue from one billion to

	three billion.

	The company intends to issue approximately 634 million authorized shares of common

	stock to complete a two-for-one stock split.

	During the current fiscal year, the company repurchased 11 million shares of common

	stock at an average cost of $36 per share. The company is currently authorized to repur‑

	chase up to 50 million additional shares of its common stock and anticipates that such

	repurchases will constitute a significant use of future cash resources. The above per

	share information does not reflect the company's expected two-for-one stock split.
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Planning Materiality Assessment

Year Ended: January 31, 1999

Primary Users of Financial Statements (list):
	Reference:
G 5

	
	
	Prepared by:
DF

	
	
	Date:
8/14/98

	
	
	Reviewed by:

	
	
	

	
	
	

	
	Likelihood of Management Fraud (check one):

Low Likelihood of Management Fraud
	

	
	Reasonably Low Likelihood of Management Fraud
	

	
	Moderate Likelihood of Management Fraud
	

	
	
	

	
	Materiality Bases (in Millions):

	
	
	
	
	Planning Materiality Levels
	

	
	Base
	Fiscal 1998

Actual

Financial

Statement

Amounts
	Fiscal 1999

Projected

Financial

Statement

Amounts
	Lower Limit
	Upper Limit
	

	
	
	
	
	Percent
	Dollar

Amount
	Percent
	Dollar

Amount
	

	
	Income Before Taxes
	$1,368
	$2,109
	5
	
	10
	
	

	
	Net Revenues
	$12,327
	$19,000
	1
	
	3
	
	

	
	Current Liabilities
	$2,697
	$4,115
	5
	
	10
	
	

	
	Current Assets
	$3,912
	$6,155
	5
	
	10
	
	

	
	Total Assets
	$4,268
	$6,771
	1
	
	3
	
	

	
	Planning Materiality (in Millions):
	

	
	
	
	
	

	
	Explanation:
	

	
	Cumulative Materiality Amount to be Allocated to Accounts (in Millions):

	
	Planning Materiality:
	
	

	
	Multiplication Factor (3 if low likelihood of management fraud, 2 if reasonably low

likelihood of management fraud, and 1 if high likelihood of management fraud):
	X
	

	
	
	
	

	
	
	
	

	Dell Computer Corporation
Reference:
G 6-1

	Tolerable Misstatement for Balance Sheet Accounts
Prepared by:

	'Year Ended: January 31, 1999 (All Amounts Are in Millions)
Date:

	Reviewed by:

	

	
	
	Actual

2/1/98
	Projected

1/31/99
	Tolerable

Mis‑
	
	

	
	Account
	Balances
	Balances
	statement
	Explanation
	

	
	Cash
	$ 320
	$ 500
	$10
	A low tolerable misstatement is assigned because
	

	
	
	
	
	
	low-cost competent evidence is available to test

account items.
	

	
	Marketable
	1,524
	2,300
	
	
	

	
	securities
	
	
	
	
	

	
	Accounts
	1,486
	2,290
	
	
	

	
	receivable, net
	
	
	
	
	

	
	Inventories
	233
	365
	
	
	

	
	Other, current
	349
	700
	
	
	

	
	Property, plant, and
	342
	602
	
	
	

	
	equipment, net
	
	
	
	
	

	
	Other, noncurrent
	14
	14
	
	
	

	
	assets
	
	
	
	
	

	
	Accounts payable
	1,643
	2,515
	
	
	

	
	Accrued and other
	1,054
	1,600
	
	
	

	
	current liabilities
	
	
	
	
	

	
	Page Total
	
	
	

	

	

	
	Dell Computer Corporation
Reference:
G 6-2

	
	Tolerable Misstatement for Balance Sheet Accounts
Prepared by:

	
	Year Ended: January 31, 1999 (All Amounts Are in Millions)
Date:

	
	Reviewed by:

	
	

	
	
	Actual

2/1/98
	Projected

1/31/99
	Tolerable

Mis‑
	
	

	
	Account
	Balances
	Balances
	statement
	Explanation
	

	
	Long-term debt
	$
17
	$
512
	
	
	

	
	Deferred revenue on
	225
	260
	
	
	

	
	warranty contracts
	
	
	
	
	

	
	Other noncurrent
	36
	100
	
	
	

	
	liabilities
	
	
	
	
	

	
	Commitments and
	—
	—
	
	
	

	
	contingent liabilities
	
	
	
	
	

	
	Preferred stock
	—
	—
	
	
	

	
	capital accounts
	
	
	
	
	

	
	Common stock
	747
	1,290
	
	
	

	
	capital accounts
	
	
	
	
	

	
	Retained earnings
	607
	555
	
	
	

	
	Other stockholders'
	(61)
	(61)
	
	
	

	
	equity
	
	
	
	
	

	
	
	
	
	
	
	

	
	Page Total
	
	
	
	
	

	
	Total
	
	
	

	


� This case was prepared by Frank A. Buckless, Ph.D. and Mark S. Beasley, Ph.D. of North Carolina State Univer�sity and Steven M. Glover, Ph.D. and Douglas F. Prawitt, Ph.D. of Brigham Young University, and modified by J. Christopher �Westland PhD CPA.  The background information about Dell Computer Corporation was taken from Dell Computer Corpora�tion's February 1, 1998, Form 10-K and August 2, 1998, Form 10-Q filed with the Securities and Exchange Commission.  The case is intended as a basis for class discussion. It is not intended to illustrate either effective or ineffective handling of an administrative situation.








