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Best Buy Distributions Limited

Directors’ report

The directors present their annual report on the affairs of the Company, together with the
financial statements and auditors’ report, for the period since incorporation on 25 Apnl 2008 to
28 February 2009 The Directors’ report has been prepared in accordance with the special
provisions relating to small companies under section 417(1) of the Companies Act 2006

Principal activities

Best Buy Distnbutions Limited 15 a wholly owned subsichary of Best Buy LLP In 2008 Best
Buy Distnibutions Lirmuted was used to finance the acquisition of a 50% interest in CPW
Distribution Holdings Limited (now renamed Best Buy Europe Distributions Limited) from a
third party Best Buy Distributtons Limited received loans from BBCAN UK LLP, Best Buy
LLP, and Best Buy China UK LLP These loans are still in place

Business review

As the Company was incorporated 1n order to fund a related party transaction, all activity within
the Company s inter-company activity with related parties (other Best Buy Co, Inc entities)

The directors expect the general level of activity to remain consistent

Results and dividends

The results of the Company for the period from 25 April 2008 to 28 February 2009 are set out
in the profit and loss account on page 7 The directors do not recommend the payment of a
dividend

Directors

The directors, who served throughowt the period except as noted, are set out on page 1

Financial risk management

The activities of Best Buy Distributions Limited do not expese 1t to maternial financial risk as all
of the activity 1s intercompany related The Company does not use derivative financial
instruments




Best Buy Distributions Limited

Directors’ report (continued)

Auditors
Each of the persons who 15 a director at the date of approval of this report confirms that

¢ so far as the director 1s aware, there 15 no relevant audit information of which the Company’s
auditors are unaware, and

o the director has taken all the steps that he/she ought to have taken as a director 1n order to
make humself/herself aware of any relevant audit information and to establish that the
Company's auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s418
of the Companies Act 2006

Deloitte LLP were appointed auditors during the period Deloitte LLP have expressed their
willingness to continue in office as auditors and a resolution to reappoint them will be proposed
at the forthcoming Annual General Meeting

Approved by the Board and signed on 1ts behalf by:

J . Muehlbauer
Director

100 New Bridge Street
London
EC4V 6JA

{8 February 2010




Best Buy Distributions Limited

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year
Under that law the directors have elected to prepare the financial statements in accordance with
United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affarrs of the
cempany and of the profit or loss of the company for that period In preparing these financial
staternents, the directors are required to

*  select suitable accounting policies and then apply them consistently,
make judgments and accounting estimates that are reasonable and prudent,
state whether applicable UK Accounting Standards have been followed, and
prepare the financial statements on the going concern basis unless 1t 15 inappropriate to
presume that the company will continue 1n business

The directors are responsible for keeping adequate accounting recerds that are sufficient to
show and explain the company’s transactions and disclose with reasonable accuracy at any time
the financial position of the company and enable them to ensure that the financial statements
comply with the Companies Act 2006 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities




Independent auditors’ report to the members of
Best Buy Distributions Limited

We have audited the financial statements of Best Buy Distributions Limited for the period from
25 Apnl 2008 to 28 February 2009 which compnise the Profit and Loss Account, the Balance
Sheet and the related notes 1 to 12 These financial statements have been prepared under the
accounting policies set out therein

This report 15 made solely to the company’s members, as a body, in accordance with sections
495 and 496 of the Companies Act 2006 Our audit work has been undertaken so that we might
state to the company’s members those matters we are required to state to them tn an auditors’
report and for no other purpose o the fullest extent permiited by law, we do not accept or
assume responstbility to anyone other than the company and the company’s members as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responsibihities of directors and auditors

The directors' responsibilities for preparing the financial statements in accordance with
applicable law and United Kingdom Accounting Standards (Umited Kingdom Generally
Accepted Accounting Practice) and for being satisfied that the financial statements give a true
and fair view are set out 1n the Statement of Directors' Responsibilities

Our responsibality 15 1o audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and
have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice and have been prepared in accordance with the Companies Act 2006 We
also report to you whether in our opinion the information given n the Directors' Repert 1s
consistent with the financial statements

In addition we report to you 1f, 1n our opinion, the company has not kept adequate accounting
records, 1f we have not received all the informatton and explanations we require for our audit, or
1f disclosures of directors’ benefits, remuneration, pensions and compensation for loss of office
specified by law are not made

We read the Directors’ Report and consider the implications for our report if we become aware
of any apparent nusstatermnents within it

Basis of andit opimion

We conducted our audit in accordance with International Standards on Auditing (UK and
Iretand) 1ssued by the Auditing Practices Board An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures n the financial statements It also includes
an assessment of the significant estimates and judgments made by the directors mn the
preparation of the financial statements, and of whether the accounting policies are appropriate to
the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain alt the information and explanations which
we considered necessary mn order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material nusstatement, whether caused by
fraud or other wrregulanty or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information 1n the financial statements




Indepéndent auditors’ report to the members of
Best Buy Distributions Limited (continued)

Opinion

In our opinion

¢ the financial statements give a true and fair view of the state of the company's affairs as at
28 February 2009 and of 1ts loss for the period then ended,
¢ the financial statements have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice,
. e financial statements have been prepared in accordance with the Companies Act 2006,
d
. e information given i the Directors' Report 15 consistent with the financial statements




Best Buy Distributions Limited

Profit and loss account
Period from 25 April 2008 to 28 February 2009

Note
Turnover
Operating expenses
Operating loss
Interest payable 5
Interest receivable 6
Loss on ordinary activities before taxation 2
Tax on loss on ordinary activities 4

Loss on ordinary activities after taxation

Period from
25 Apnil 2008
to

28 February
2009

£

(20,186)

(20,186)

{42,292,415)
945,117

(41,367,484)

(41,367,484)

There have been no recognised gains or losses in the pertod other than above Accordingly no statement of total

recognised gains and losses 1s presented  All results arise from continuing activities




Best Buy Distributions Limited

Balance sheet
At 28 February 2009

Fixed assets
Investments

Current assets
Cash at bank and in hand
Debtors

- due within one year
— due after one year

Creditors: Amounts falling due within one year
Net current hiabilities
Net assets

Capatal
Called-up share caputal

Profit and loss account

Shareholder’s funds

Notes

2009

1,092,396,022

92,947

9,576,000
10,344,809

20,013,756
(788,777,262)
(768,763,506)

323,632,516

———

365,000,000
(41,367,484)

323,632,516

The financial statements of Best Buy Distributions Limited, registered number 6576708, were approved by the board

of directors and authorized for 1ssue on \?’February 2010

They were signed on 1ts behalf by

James Muehlbauer
Director

February 2010
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Best Buy Distributions Limited

Notes to the financial statements
At 28 February 2009

1. Accounting policies
Basis of accounting

The financial statements have been prepared under the histerical cost convention and in accordance with
applicable United Kingdom accounting standards

The Company has taken advantage of the exemption from preparing consolidated accounts afforded by Section
400 of the Companies Act 2006 because it 15 a wholly owned subsidiary of Best Buy Co, Inc which prepares
consohdated accounts which are publicly available The Company 1s also, on this basis, exempt from the
requirements of FRS1 to present a cash flow statement

Going concern

After making enquiries, the directors have formed a judgement, at the time of approving the accounts, that
there 1s a reasonable expectation that the Company has adequate resources to continue 1n operational existence
for the foreseeable future Notwithstanding the current economic conditions and petential uncertamnty over the
level and timing of future revenues, having considered the Company’s forecasts and projections the Directors
are satisfied that the Company has adequate resources to continue 1n operational existence for the foreseeable
future For this reason the directors continue to adopt the going concern basis in preparing these accounts

During the year, the company did not make any interest payments 1n respect of the inlercompany loan, thereby
resulting in the loan and related interest payable being currently due Subsequent to the peried end, the
company recetved confirmation from its creditors that they will not require repayment related to outstanding
debt and related interest payments for at least twelve months from the date of signing these accounts

Investments
Fixed asset tnvestments are shown at cost less provision for impairment
Taxation

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

2. Loss on ordinary activities before taxation

Loss on ordinary activities before taxation 1s stated afier charging the following

2009
£
Auditors’ remuneration 7,500
Auditors' remuneration of £7,500 1s borne by Best Buy Co , Inc The auditors received no fees for non-audit
work
3. Employee costs and directors’ remuneration

There were no employees duning the current penod  None of the directors received any remuneration in
respect of their services to the Company for the period from 25 Apnl 2008 o 28 February 2009




Best Buy Distributions Limited

Notes to the financial statements

At 28 February 2009
4 Taxation
2009
£
Loss on ordnary activities before taxation (41,367,484)
Tax on loss on ordinary activitzes at standard UK
corporation tax rate of 28% 11,582,856
Effects of
Items attracting no tax relief or Lhabihty (11,582,896)
Current tax charge for the period -

A deferred tax asset amounting to £11,582,896 for ordinary losses has not been recognised because in the
opion of the directors there will be no suitable taxable gains available in the foreseeable future

S, Interest payable

2009
£

Intercompany 1nterest payable and similar charges 42292 415
Intercompany interest payable and sirular charges includes interest related to intercompany loans payable
balances of £401,028,091, £113,834,306, £207,208,082, £5,262,000 and £9,576,307 The loans have annual
interest rates of 8 5%

6. Interest receivable
2009
£
Intercompany interest recetvable and other similar
charges 402,309
Bank interest recervable and similar charges 542,808
945,117

Intercompany interest recervable and simlar charges includes interest related to intercompany loan receivable
balance of £9,942,500 This loan has an annual interest rate of 8 5%




Best Buy Distributions Limited

Notes to the financial statements

At 28 February 2009
7 Debtors
2009
£
Debtors due within one year
Intercompany receivable 9,576,000
Debtors due after one year
Intercompany interest receivable 402,309
Intercompany note receivable 9,942,500
10,344,809

Intercompany note recervable 1s made up of one intercompany balance of £9,942,500 (intercompany note with
Best Buy Europe Distributions Limited) The note has an 1nterest rate of 8 5% annually and 1s due on 3¢ June
2018 The £9,576,000 intercompany recervable balance 15 between Best Buy Distnbutions Limited and Best
Buy, LLP There 1s no interest receivable related to this loan

Investments
2009
£
At 25 April 2008 -
Additions 1,092,396,022
Al 28 February 2009 1,092,396,022

On 30 June 2008, the Company acquired 50% of the 1ssued share capital of CPW Distributions Holdings
Limuted {now renamed Best Buy Eurcpe Distributions Linuted), a company incorporated 1 Great Bruitain, for
£1,092,396,022

Creditors
2009
£
Amounts falling due within one year:
Intercompany loan payables 746,484,847
Intercompany interest payable 42,292,415
788,777,262

Intercompany loan payables represent payables to Best Buy LLP, Best Buy China UK, LLP, and BBCAN UK,
LLP Intercompany interest payable relates to the loan payable balances The interest rate 1s 8 5% annually
During the year, the company did not make any interest payments in respect of the intercompany loan, thereby
resulting in the loan and related interest payable being currently due Subsequent to the period end, the
company have recetved confirmation from Best Buy LLP, Best Buy China UK LLP and BBCAN UK LLP that
they will not require repayment of the outstanding debt or related interest payments for at least twelve months
from the date of signing these accounts

L




Best Buy Distributions Limited

Notes to the financial statements
At 28 February 2009

10. Reserves

At 25 Apnil 2008
Loss for the financial period

11.  Called-up share capital

Authorised
365,000,000 ordinary shares of £1 each

Called-up, allotted and fully paid
365,000,000 ordinary shares of £1 each

12 Ulhimate parent company and related party transactions

Share capital

Profit and
loss account Total
£ £

- 365,000,600
(41,367,484)  (41,367,484)

(41,367,484) 323,632,516

2009
£

365,000,000

365,000,000

The Company 1s taking advantage of the exemption granted by paragraph 3¢ of FRS 8, Related Party
Disclosures, not to disclose transactions with entities with the Best Buy Co , Inc Group which are related

parties

During the period, the Company had the following disclosable transactiens with Best Buy Europe Distributions

Limited, a related party

Intercompany loan
interest receivable on intercompany loan

2009
£

9,942,500
402,309

—————m

At 28 February 2009, the following amounts were outstanding from Best Buy Europe Distributions Limited

Intercompany loan and interest receivable

2009
£

10,344,809

At the balance sheet date, the Company's ulumate parent company and controlling party was Best Buy Co,
Inc , a company incorporated in the United States of America The Company's immediate parent company and .
controiling entity 1s Best Buy LLP, a Limited Liability Partnership incorporated in Great Britain

The parent company of the largest and smallest groups for which Group accounts are prepared of which this
Company 1s a member 13 Best Buy Co , Inc, a company incorporated in the United States of America

Copies of the financial statements of Best Buy Co , Inc are available at www bestbuy com Copies of the
financial statements of Best Buy LLP can be obtained from Companies House, Crown Way, Cardiff

CF14 3UZ

12




These accounts should be read in conjunction with
accounts for the period ended 28 February 2009 for

Best Buy Distributions Limited, registration number

06576708
Use these links to rapidly review the document
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Section 27A of the Secunties Act of 1933, as amended ("Secunties Act"), and Section 21E of the Secunties Exchange Act of 1934, as amended
("Exchange Act"), provide a "safe harbor” for forward-locking statements to encourage companies to provide prospective information about therr
companies With the exceplion of listoncal information, the matters discussed 1n this Annual Report cn Form 10-K are forward-looking statements
and may be identified by the use of words such as "anticipate,” "believe,” "estimate,” "expect,” "intend,” “foresee," "plan," “project,” "outlook," and
other words and terms of similar meaning Such statements reflect our current view with respect te future events and are subject to certan risks,
uncertainties and assumptions A vanety of factors could cause our future results to differ materially from the anticipated results expressed in such
forward-looking statements Readers should review ltem 1A, Risk Factors, of this Annual Report on Form 10-K for a descnption of important
factors that could cause fulure results to differ matenally from those contemplated by the forward-looking statements made in this Annual Report
on Form 10-K In addition, general domestic and foreign economic conditions, acquisitions and development of new businesses, product
availability, new product introductions, sales volumes, the promotional actiity of our competitors, profit margins, weather, foreign currency
fluctuation, availability of suitable real estate locations, disaster recovery response times, and the impact of labor markets on our overall
profitability, among other things, could cause our future results to differ matenally from those projected 1n any such forward-looking statements
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PART |
[tem 1. Business
Description of Business

Unless the context otherwise requires, the use of the terms "Best Buy," "we," "us” and “our” In this Annual Report on Form 10-K refers to Best

Buy Co, Inc and, as applicable, its consolidated subsidiaries We are a specially retaller of consumer electronics, home office products,
entertainment software, appliances and related services We operale retail stores and Web sites under a vanety of brand names such as Best Buy
{BestBuy com, BestBuy ca, BestBuy com ¢n, espanol BestBuy com, BestBuyMobile com), The Carphone Warehouse

{CarphoneWarehouse com), Five Star (Five-Star cn), Future Shop {(FutureShop ca), Geek Squad (GeekSquad com and GeekSquad ca), Magnolia
Audio Video (MagnoliaAV com), Napster (Napster com), Pacific Sales (PacificSales com), The Phone House (PhoneHouse com) and Speakeasy
{Speakeasy riet) References to our Web site addresses do not constitute incorperation by reference of the informatien contained on the Web

sites

Our vision is to make life fun and easy for consumers Our business sirategy Is to treat customers as umique ndividuals, engaging and energizing
our employees to serve them, and meeting their needs with end-to-end solutions, while maximizing overall profitabthity We believe we offer
consumers meaningful advantages in store environment, multi-channel shopping, product value, product selection, and a vanety of in-store and
in-home services related lo the merchandise we offer, all of which advance our objectives of enhancing our business model, gaining market share
and improving profitability

Information About Our Segments

Duning fiscal 2009, we operated two reportable segments Demestic and International The Domeslic segment s compnsed of the store, call
center and online operations in all states, distnicts and terntones of the U § operating under the brand names Best Buy, Best Buy Mobile, Geek
Squad, Magnoha Audic Video, Napster, Pacific Sales and Speakeasy U S Best Buy stores offer a wide varety of consumer electromcs, home
office products, entertainment software, appliances and related services Best Buy Mobile stand-alone stores offer a wide selection of mobile
phones, accessores and related services in a smali-format store Geek Squad provides residental and commercial product repatt, support and
installation services Magnotia Audio Video stores offer high-end audio and video products and related services Napster is an online provider of
digital music Pacific Sales stores offer high-end home-improvement products including primanly appliances, consumer electronics and related
services Speakeasy provides broadband, voice, data and information technology services to small businesses

The Intemational segment is compnsed of (1) all Canada store, call center and online operations, operating under the brand names Best Buy, Best
Buy Mobile, Future Shop and Geek Squad, {u) all Europe store, call center and online operations, operating under the brand names The Carphone
Warehouse, The Phone House and Geek Squad, (i) all China store, call center and online operations, operating under the brand names Best
Buy, Geek Squad and Five Star and (iv) all Mexico store cperations, operating under the brand names Best Buy and Geek Sguad Our
International segment offers products and services similar to that of our U S Best Buy stores However, Best Buy Canada stores do not carry
apphances and Best Buy China stores and Five Star stores do not camy entertainment software Further, our store format and offenngs in Europe
are similar to our Best Buy Mobile format and offenngs in the U S, pnmanly offenng mobile phones and related accessories and services

Financial Information about our segments 1s included In ltem 7, Management's Discusston and Analysis of Financial Condition and Resuilts of
Operations, and Note 11, Segment and Geographic information, of the Notes to Consolidated Financial Statements, included n ltem 8, Financial
Statements and Supplermentary Data, of this Annual Report on Form 10-K

Domaestic Segment

We were incorporated in the state of Minnesota in 1966 as Sound of Music, Inc We began as an audio components retatler and, with the
introduction of the videocassette recorder in the early 1980s, expanded into video products In 1983, we changed our name to Best Buy Co,Inc
and began using mass-merchandising techniques, which included offenng a wider vanety of products and operating stores under a "superstore”
concept In 1989, we dramatically changed our method of retalling by introducing a self-service, nencommissiened,

4
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discount-style store concept designed to give the customer a vanety of brands and more control over the purchasing process

in fiscal 2000, we estabhshed our first online shopping site, BestBuy com Qur "clicks-and-mortar” strategy 1s designed to empower consumers te
research and purchase products seamlessly, either online or in our retall stores QCur online shopping sites offer expanded assortments in all of our
principal revenue categones

In fiscal 2001, we acquired Magnolia Hi-Fr, Inc — a Seattle-based, high-end retailer of audio and video products and services — to access an
upscale customer segment During fiscal 2004, Magnalia Hi-Fi began doing business as Magnolia Audio Video

In fiscal 2003, we acquired Geek Squad Inc Geek Squad prowvides residential and commercial repair, support and installation services We
acquired Geek Squad te further our plans of providing technology support services to customers Geek Squad service I1s avallable in all Best Buy
stores, as well as in six stand-alone stores in the U 8 Qur goal s to build Geek Squad inte cne of the largest multi-national providers of residential
and commercial product repair, support and installation services

In fiscal 2005, we opened our first Magnolia Home Theater store-within-a-store experience in a U S Best Buy store We believe Magnolia Home
Theater — wath 1ts high-end brands, home-like displays and specially trained employees — offers a unigue solution for our customers The
Magneha Home Theater store- within-a-store expenence was in 353 U S Best Buy stores at the end of fiscal 2009

In fiscal 2005, we also began converting U & Best Buy stores to our customer centnaty operating model and we completed this transitton in fiscal
2007 These stores offer vanations in product assortments, staffing, promotions and store design, and are focused on key customer segments
The stores taitor their store merchandising, staffing, marketing and presentation to address specific customer groups Onginally, these customer
groups included affluent professional males, young entertainment enthusiasts who appreciate a digital lifestyle, upscale suburban mothers,
famihes who are practical technolegy adopters and small businesses In fiscal 2007, we evolved our customer centricity segmentation to address
the needs of customer lifestyle groups, rather than specific customer groups Our stores now focus on Iifeslyles such as affluent suburban families,
trend-setting urban dwellers, and the closely kit families of Middle America

In fiscal 2007, we acquired Pacific Sales Kitchen and Bath Centers, Inc ("Pacific Sales”) Pacific Sales specializes in the sale of ultra-premium
and mass-premium kitchen appliances, plumbing fixtures and home entertainment products, with a focus on bullders and remodelers Ve
acquired Pacific Sales to enhance our abilily to grow with an affluent customer base and premium brands using a proven and successful
showroom format With minimal changes to the existing store format, we expect to increase the number of stores over time In order to capitalize
on the high-end segment of the U 8 home market

In fiscat 2007, we developed the Best Buy Mobile concept through a management consulting agreement with The Carphone Warehouse
Group PLC ("CPW") and test marketed five stand-alone stores located in New York Best Buy Mobile seeks fo satisfy the needs of all our
customer lifestyle groups by providing a comprehensive assortment of mobile phones, accessones and related services offered by expenenced
sales personnel in all U S Best Buy stores and eight Best Buy Canada stores, as well as 38 stand-alone stores at the end of fiscal 2009

In fiscal 2008, we acquired Speakeasy Inc ("Speakeasy") Speakeasy provides broadband, voice, data and information technology services We
believe our acquisition of Speakeasy will generate synergies by providing new techneology solutions for our existing and future customers

In fiscal 2008, we acquired Napster, Inc ("Napster”) We believe Napster provides one of the most comprehensive and easy-to-use digital
download music offerings in the industry We also believe that the combined capabulities of our two compames wili allow us to build stronger
relationships with customers and expand the number of subscnbers
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The following table lists by brand name the number of stores, lotal square footage and average revenue per store in our Domestic segment at the
end of fiscal 2009

Flscal 2008
Average
Total Stores Total Square Revenue
at End of Footage per Store
Store Brand Fiscal Year {In milllons) {In millions}
Best Buy 1,023 399 $ 342
Best Buy Mobile 38 0085 11
Pacific Sales 34 092 120
Magnolia Audio
Video 6 008 70
Geek Squad 6 o 02

International Segment

Our International segment was established in connection with our acquisition of Canada-based Future Shop Lid ("Future Shop”) in fiscal 2002
The Future Shop acquisition provided us with an epportunity to increase revenue, gain market share and leverage our operationat expertise in
consumer electronics retailing Since the acquisiion, we have continued to bulld on Future Shop's posttion as the leading consumer electronics
retailer in Canada

Dunng fiscal 2003, we launched our dual-branding strategy in Canada by introducing the Best Buy brand The dual-branding strategy allows us to
retain Future Shep's brand equity and attract mere customers by offenng a choice of store expenences As we expand the presence of Best Buy
stores in Canada, we expect lo gain continued operating efficiencies by leveraging our capital investments, supply chain management,
advertising, merchandising and administrative functions Qur goal 1s to reach differentiated customers wath each brand by giving them the unique
shoppmg expenences they desire The pnmary differences between our two pnncipal brands in Canada are

In-store expenence — The customer's interaction with store employees 1s different at each of the two brands Future Shop stores have
predominantly commissioned sales associates who take a more proaclive role In assisting customers Through their expertise and attentiveness,
the sales associate dnives the transaction In contrast, Best Buy Canada store employees, ltke employees inUS Best Buy stores, are
noncomemissioned, and the stores offer more mnteractive displays and grab-and-go merchandising This design ailows customers to dnve the
transaction as they expenence the products themselves, with store employees available to demonstrate and explain product features

Products and services — Only Future Shop stores carry apphances In additon, Geek Squad service 18 available in all Best Buy Canada stores,
but 15 not available in Future Shop stores

Store size — Al the end of fiscal 2009, the average Future Shop store was approximately 26,700 square feet, compared with an average of
approximately 32,500 square feet for Best Buy Canada stores Best Buy Canada stores generally have wider aisles, as well as more square
footage devoted to entertainment software

In fiscal 2007, we acquired a 75% interest in Jiangsu Five Star Apphance Co, Ltd ("Five Star"), ene of China's largest apphance and consumer
electronics retalers We made the investment m Five Star to further our international growth plans, to increase our knowledge of Chinese
customers and to obtain an Immediate retail presence in China In the fourth quarter of fiscal 2003, we completed the acquisition of the remaining
25% interest in Five Star

In fiscal 2007, we opened our first Best Buy China store, located in Shanghai In fiscal 2009, we futhered our expansion of Best Buy in China by
opening an additional four stores

In fiscal 2009, we acquired a 50% share in Best Buy Europe Distnbutions Limited ("Best Buy Europe”) Best Buy Europe 1s 2 venture with CPW,
consisting of CPW's farmer retail and distribution business with over 2,400 The Carphone Warehouse and The Phone House stores, online
channels as well as device insurance operations and mobile and fixed-line telecommunication services The transaction also included CPW's
economic interest In both Best Buy Mobile in the U S and the Geek Squad in the U K and Spain We made the investment in Best Buy Europe to
further our international growth plans, to mcrease our knowledge of European customers and to obtain an immedsate retail presence in Europe
We plan to launch large-format Best Buy-branded stores and related online channels in the European market beginming in fiscal
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2011 The pnmary features of Best Buy Europe's small-format stores are

In-store expenence — Stores have predominantly commissioned sales associates who provide mdependent advice on the best service and
hardware suited to each customer The Carphone Warehouse and The Phone House stores offer interactive displays which aliow customers to
expenence the products themselves, with store employees available to demonstrate and explain product features Most phone sales require an
in-store registration process between the customer and the mobile network operator faciitated by our employees wvia cur systems Typically, credit
checks and regsstration camed out in conjunchion with the mobile network operater sysiems are on-the-spot, and the customer can leave the store
with a fully active phone and service contracl There is also grab-and-go merchandising mainly n the form of mobile phone, laptop and gaming
accessones

Products and services — Best Buy Europe primanty sells mobile phone connections Aconnection 1s defined as the sale and activation of mobile
phone service, and it 1s usually combined with the sale of a subsidized handset Our stores also sell mobite phones without a connection
Connections are either subscription-based, for which the customer commuts to a contracted term with a mobile network operator, typically for 12 to
24 months, or pre-pay, for which a customer pays for usage but has no ongoing obligation In addition, we sell mobile phone accessories We
recently expanded our product portfolio to include lapteps, mobife broadband conneclions, gaming conscles, accessornies and software Geek
Squad service 1s avallable in certain stores inthe U K and Spain

Best Buy Europe also offers a range of insurance products to its customers, providing protection primanly for the replacement of a lost, stolen or
damaged handset Finally, Best Buy Europe offers mobile telecommumication services in Germany and the U K, fixed-line telecommunication
services in Spam and Switzerand, and biling management services

Store size — At the end of fiscal 2009, the average store for The Carphone Warehouse and The Phone House was approximately 600 retail
square feet

In fiscal 2009, we expanded our Best Buy Mobile operations to Canada by opening three stand-alone stores and eight store-within-a-store
expenences in our Best Buy stores and opened our first Best Buy Mexico store, located in Mexico City

The followang hsts by geographic location the number of stores, total square footage and average revenue per store 1n our International segment at
the end of fiscal 2009

Fiscal 2009
Average
Total Stores Total Square Revenue
atEnd of Footage per Store
Country Fiscal Year {In mlilions) {in millions)
Europe‘(':’!J 2,465 15 $ 09
Canaqs 200 56 281
China @ 169 62 98
Mexico 1 01 39

4
Europe conslsts of 897 The Carphone Warehouse stores In the U K and 1,568 The Phone House stores throughout continental Europe

2
Canada consists of 139 Future Shop stores, 58 Best Buy Canada stores and three Best Buy Mobille Canada stores

(3
China consists of 164 Five Star stores and five Best Buy China stores

(4)
Mexico consists of one Best Buy Mexice store which was opened dunng the fourth quarter of fiscal 2009 The Fiscal 2009 Average Revenue
per Store represents revenue generated for the period the store was in operation

We consolidate the financial results of our Europe, China and Mexico operations on a two-month lag Consistent with such consohdation, the
finanoal and non-financial information presented m this fitng relative to our Europe, China and Mexico operations 1s also presented on a
two-month lag

Operations
Domaestic Segment

U S Best Buy store operations are organized nto eight temmitones Each territory s divided into distnets and 1s under the management of a retail
field officer who oversees slore performance through disinct managers Distnct managers monitor store operations and meet regularly with store
managers 1o discuss merchandising, new product itroductions, sales promotions, customer loyalty programs, employee satisfaclion surveys and
store operating performance Advertising, merchandise purchasing and pricing, as well as nventory palicies, are generally controlled centrally
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U & Best Buy stores are generally open 80 hours per week, seven days a week, with extended heliday hours A typical store is staffed by one
general manager and four assistant managers The average staff per store in fiscal 2009 was approximately 98 employees, ncluding full-time,
part-time and seascnal employees, and vaned by store depending on sales volumes We have developed for the U S Best Buy stores a standard
operating platform ("SOP") that includes procedures for inventory management, transacton processing, customer relations, store admurustration,
product sales and services, and merchandise display All U S Best Buy stores generally operate in the same manner under the SOP adjusted to
local customer needs

U S Best Buy Mobile stand-alone stores are generally open 73 hours a week, seven days a week, with extended holiday hours Dunng fiscal
2009, a typical store was staffed with one general manager, and an average of six to seven additional sales associates, including full-time,
part-time and seasonal employees, which vaned depending on the sales volume of each respective store

Pacific Sales stores are typically managed by a store manager who also sells apphances Pacific Sales stores are generally open 40 hours per
week, five days a week Depending on an individual store’s volume and product offenings, store staffing includes approximately nine
noncommissioned sales personnel and approximately four sales support personnel Corporate management for Pacific Sales stores generally
controls advertising, merchandise purchasing and pncing, as well as mventory policies

Magnolia Audio Video stores are typically managed by a store manager and an audio/video sales manager Magnolia Audio Video stores are
generally open 72 hours per week, seven days a week Depending an an indivmdual store's volume and product offenngs, store staffing includes
eight to 20 commissioned sales personnel and one to three hourly personnel Corporate management for Magnolia Audio Video stores generally
controls advertising, merchandise purchasing and pncing, as well as inventory policies

International Segment

The Carphone Warehouse and The Phone House stores in Europe are significantly smaller than our Best Buy stores, with approximately 9,000
full-time and part-tme sales associates across 2,465 Best Buy Europe stores The stores are generally staffed with a general manager and three
to four sales associates Europe stores are generally open 60 to 80 hours per week, seven days a week Area managers are responsible for
several stores within a particular region and regtonal managers manage regions within a particular geography Advertising, merchandise
purchasing and pricing, and inventory policies for our stores are controlled by corporate management in each respective locat market Meetings
involving store management and corporate management are held on a regular basis to review operating results and to establish future objectives

Canada store operations are organized to support two brands Each brand has national management that closely monitors store operations and
meets regularly with store managers to review management and staff training programs, customer feedback and requests, store operating
performance and other matters Meetings involving store management, product managers, and advertising, financial and administrative staff, as
well as senior management, are held quarterly to review operating results and to establish future objectives

Canada stores are generally open 60 to 75 hours per week, seven days a week An average Future Shop store is staffed by a general manager,
an operations manager, one to four department managers and 50 to 150 sales asscciates, including full-ime and part-time sales associates An
average Best Buy Canada store 1s staffed with a general manager, assistant managers for operations, merchandising, thventory, sales and
services, and 80 to 110 sales assoctates, including ful-ime and part-ime sales assocrates The number of sales associates Is dependent upon
store size and sales volume

Canada stores use a standardized operating system that includes procedures for inventory management, transaction processing, custemer
retations, store admirustration, staff training, performance appraisals and merchandise display Advertising, merchandise purchasing and pricing,
and inventory policies are centrally controlled

Five Star stores are generally open 77 to 84 hours per week, seven days a week Atypical Five Star store 1s staffed by a general manager, six to
106 department managers, 27 to 100 full-time sales associates, and 50 to 200 vendor employees whe sell products Corporate management at
Five Star centrally controls adverbising, merchandise purchasing and pricing and inventory policies
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for major brand products, while management for individual regions control these operations for local brands Meetings involving store management
and corporate management are held on a regular basis to review operating results and establish future objectives

Our Best Buy China stores employ an operating model similar to Best Buy stores in the U S and Canada Qur Best Buy China steres are staffed
with a general manager; assistant managers for operations, merchandising, inventory and sales, and approxinately 181 sales associates,
incuding full-tme and part-time sales associates Advertising, merchandise purchasing, pncing and inventory policies for our Best Buy China
stores are cenlrally controlled by corporate management Meetings involving store management and corporate management are held on a regular
basis to review operating results and to establish future objectives

Our Best Buy Mexico store employs an operating model similar to that used in our U S Best Buy stores
Merchandise and Services
Domestic Segment

U S Best Buy stores have offenngs in six revenue calegories consumer electronics, home office, entertainment software, apphances, senvices
and other Cansumer electronics consists of video and audio products Video products include televisions, digital cameras and accessones, digtal
camcorders and accessories and DVD players Audio products consists of MP3 players and accessones, navigation products, home theater audio
systems and components, and mobile electronics such as car stereo and satellite radio products The home office revenue category includes
nolebook and desktop computers, mortors, mobile phones and related subscnplion service commussions, hard dnves, networking equipment and
accessones The entertainment software revenue category includes video gaming hardware and software, DVDs, CDs, digital downloads and
computer software The appliances revenue category includes major apphances as well as small electncs The services revenue category consists
primanly of service contracts, extended wamanties, computer-related services, praduct repair, and delivery and installation for home theater,
mebile audio and apphances The other revenue category includes non-core offerings such as snacks and beverages

U S Best Buy Mobile offerings are in our heme office revenue category Revenue from U S Best Buy Mobile stand-alone stores 1s primanly
denved from mobile phone hardware, subscnption service commmussions and associated mobile phone accessones

Pacific Sales stores have offenings in three revenue categones apphances, consumer electronics and services Appliances consists of major
appliances, evenly split between high-end and mass-market premium brands, and plumbing, which consists of kitchen and bath fixtures including
faugets, sinks, toilets and bath tubs Consumer electronics consists of video and audio products, including televisions and home theater systems
The services revenue calegory consists pnmanily of repair services

Magnolia Audio Video stores have offenngs in two revenue categones consumer electronics and services Consumer electronics consists of video
and audio products Video products include televisions, DVD players and accessones Audio products include home theater audio systems and
components, mobile electronics and accessones The services revenue category consisls pnmanly of home theater system nstallation as well as
service contracts and extended warranties

International Segment

The Carphone Warehouse and The Phone House stores in Europe have offenings in two revenue categories home office and services Home
office consists pnmanly of mobile phones and related accessories as well as subscrption service commussions Services consists of device
nsurance operations, mobile and fixed-line telecommunication serices, billing management services and Geek Squad repair services

Best Buy Canada and Future Shop stores have offenngs n five revenue categones consumer electronics, home office, entertainment software,
services and other, and for Future Shap only, a sixth revenue category, apphances Consumer electronics consists of video and audio products
Video praducts include lelevisions, digital cameras and accessones, DVD players and digital camcorders and accessories Audio products
encompass MP3 players, home theater audio systems and components, nawigation preducts, mobile electronics and accessones The home office
revenue category includes desktop and nolebook computers and therr respective accessones, monitors, hard drves, pnnters and mobile phones
and related accessones The entertainment
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software revenue category includes video game hardware and software, DVDs, CDs and computer software The appliances revenue category
includes major appliances as well as small electncs The services revenue category includes service contracts, extended warranties, reparr,
delivery, computer-related services and home theater installation The other revenue category includes non-core offenngs such as snacks and
beverages

Although Best Buy Canada and Future Shop stores offer similar revenue categonies {except for appliances), there are differences in product
brands and depth of selection within revenue categones On average, approximately 29% of the product assoriment (excluding entertainment
software) overlaps between the two store brands

Best Buy China and Five Star stores have offenings in four revenue categones apphances, consumer electronics, home office and services Our
China stores do not carry entertainment software Appliances includes major appliances, arr conditioners, small electrics and housewares The
consumer eleclronics revenue category consists of videe and audio products, including televisions, digital cameras, MP3 players and accessones
The home office revenue category includes desktop and notebook computers, mobile phones, traditional telephones and accessories The
services revenue category mcludes computer support services

Our Best Buy Mexico store has offerings in six revenue categonies consumer electronics, home office, entertainment software, appliances,
services and other, mith products and offerings similar to our U S Best Buy stores

Distribution
Domostic Segment

Generally, U S Best Buy slores’ and U § Best Buy Mobile stand-alone stores’ merchandise, except for major apphances and large-screen
televisions, 15 shipped directly from manufacturers to our distnbution centers located throughout the U S Major appliances and large-screen
televisions are shipped to salelite warehcuses in each major market U S Best Buy stores are dependent upon the distnbution centers for
inventory storage and shipment of most merchandise However, in order to meet release dates for selected products and o improve inventory
management, certain merchandise 1s shipped directly to our stores from manufacturers and distnbutors On average, U S Best Buy stores receive
product shipments two or three itmes per week, with additional shipments dunng penods of high revenue volume Contract carrers ship
merchandise from the distnbution centers to stores Generally, online merchandise sales are either picked up at U S Best Buy stores or fulfilled
directly to customers through our distnbufien centers

We receive and warehouse Pacific Sales stores’ merchandise at two distnbution centers in California Most merchandise is fulfilled direcily to
customers through our distnbution centers

We receive and warehouse Magnoha Audio Video stores' merchandise at U S Best Buy distnbution centers Merchandise 15 defivered to siores an
average of three imes per week pursuant to an in-house distnbution system

International Segment

The Carphone Warehouse and The Phone House stores’ merchandise 1s shipped directly from our suppliers to our distnbution centers across
Europe Stores hold the immediate stock requirement and the distnibution center in each market holds additional inventory Qur stores typically
receive product shipments three to four times per week, with additional shipments dunng pencds of high revenue volume

Qur Canada stores’ merchandise s shipped directly from our suppliers to our distnbution centers in Brittsh Columbia and Ontario Qur Canada
stores are dependent upon the distnbution centers for inventory storage and shipment of most merchandise However, in order 1o meet release
dates for selecled products and to improve inventory management, certain merchandise 1s shipped directly fo our stores from manufacturers and
distnbutors Cur Canada stores typically receive product shipments twice per week, with additional shipments dunng penods of high revenue
volume Contract carners ship merchandise from the distnbution centers to stores

We receive our Five Star stores' merchandise at more than 50 distnbution centers and warehouses located throughout the Five Star retail chain,
the largest of which 1s located m Nanpng, Jiangsu Province Our Five Star stores are dependent upon the distnbubion centers for inventory storage
and shipment of most merchandise Most merchandise s fulfilled directly to customers through our distnibution centers and warehouses
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Qur Best Buy China stores' merchandise 1s shipped directly from our supphers to our distnbution center in Shanghai Our Best Buy China stores
are dependent upon the distrbution center for inventory storage and shipment of most merchandise However, in order to meel release dates for
selected products and to improve nventory management, certain merchandise 1s shipped directly to our stores from manufacturers and
distnbutors In certain circumstances, merchandise 1s shipped directly to our customers from manufacturers and distnbutors Our Best Buy China
stores typically receive product shipments three to four times per week, with additional shipments during penods of gh revenue volume

QOur Best Buy Mexico store has distnbution methods similar to that of our U § Best Buy stores
Suppliers

Our sirategy depends, in part, upon our ability to offer customers a broad selection of name-brand products and, therefore, our success 1s
dependent upon satisfactory and stable supplier relationships In fiscal 2009, our 20 largest suppliers accounted for just under half of the
merchandise we purchased, with five supphers — Sony, Hewlett-Packard, Samsung, Apple, and Toshiba — representing 28% of total
merchandise purchased The loss of or disruption in supply from any one of these major suppliers could have a matenal adverse effect on our
revenue and earnings We generally do not have long-term writlen contracts with our major suppliers that would require them to continue
supplying us with merchandise We have no indication that any of our suppliers plan to discontinue selling us merchandise We have not
expenenced significant difficulty m mantaining satisfactory sources of supply, and we generally expect that adequate sources of supply will
continue to exist for the types of merchandise we sell

We operate a global sourcing office in China in order to purchase products directly from manufacturers in Asia This office has improved our
product sourcing efficiency and prowides us with the capability to offer pnivate-label products that complement our existing product assortment In
the future, we expect purchases from our global sourcing office to increase as a percentage of total purchases We also believe thal the expected
increase In our global souraing volumes will help dnve gross profit rate improvements by lowerning our overall product cost

Store Development

The addition of new stores has played, and we beheve will conttnue to play, a significant role in our growth and success Qur store development
program has histoncally focused on entenng new markets, adding stores within existing markets, and relocating, remodeling and expanding
existing stores in order to offer new products and services to our customers During fiscal 2009, we opened 285 new stares in addition to acquiring
2,414 Best Buy Europe stores, relocated 34 stores and closed 67 stores We offer Geek Squad support services in all Best Buy stores At
February 28, 2009, we offered the Best Buy Mobile store-within-a-store expenence in all U § Best Buy stores as well as eight Best Buy Canada
stores

The following table reconciles U S Best Buy stores open at the beginning and end of each of the last five fiscal years

Total

Stores at

Stores Stores End of

Fiscal Year Opened Closed Flscal Year
Balance forward NA NA i 608
2005 61 {1) 668
2006 74 —_ 742
2007 80 — 822
2008 101 _— 923
2009 100 — 1023

The following table reconciles U S Best Buy Mobile stores open at the beginning and end of each of the last three fiscal years (the first Best Buy
Mobile stand-alone store was opened in fiscal 2007)

Total

Stores at

Stores Stores End of

Fiscal Year Opened Closed Fiscal Year
Balance forward NA NA NA
2007 5 —_ 5
2008 4 — 9
2009 32 {3 K}:)

"
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The following table reconciles Pacific Sales stores open at the beginming and end of each of the {ast three fiscal years

Total

Stores at

Stores Stores End of

Fiscal Year Opened Closed Fiscal Year
Balance forward" ' NA NA 14
2007 — —_ 14
2008 5 - 19
2009 15 — 34

1)
As of the March 7, 2006, date of acquisition

The following table reconciles Magnolia Audio Video steres open at the beginning and end of each of the last five fiscal years

Total
Stores at
Stores Stores End of
Fiscal Year Opened Closed Fiscal Year
Balance forward NA NA 22
2005 — (2 20
2006 - —_ 20
2007 —_ - 20
2008 -_— N 13
2009 — 7 6
The following table reconciles U S Geek Squad stores open at the beginning and end of each of the last five fiscal years
Total
Stores at
Stores Storos End of
Fiscal Year Opened Closed Fiscal Year
Balance forward NA NA 1
2005 5 —_ 6
2006 7 N 12
2007 — iy 12
2008 - {5) 7
2009 — 1 6
The following table reconciles The Carphone Warehouse and The Phone House stores open at the beginning and end of the last fiscal year
Total
Stores at
Stores Stores End of
Fiscal Year Opened Closed Flscal Year
Balance forward' ~ NA NA 2,414
2009 105 (54) 2,465

m
As of the June 28, 2008, date of acquisition

The following table reconciles Future Shop stores open at the beginning and end of each of the last five fiscal years

Total

Stores at

Stores Stores End of

Fiscal Year Opened Closed Fiscal Year

Balance forward NA NA 108

2005 6 - 114

2006 5 (1) 118

2007 3 — 121

2008 10 — 131

2009 9 (1 139
The following table reconciles Best Buy Canada stores open at the beginning and end of each of the last five fiscal years

Total

Stores at

Stores Stores End of

Fiscal Year Opened Closed Fiscal Year
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Balance forward
2005
2006
2007
2008
2009

NA
1
14

3
4
7

NERNE

19
30
44
47
51
58

The following table reconciles Best Buy Mobile Canada stores open at the beginning and end of the last fiscal year (the first Best Buy Mobile
Canada store was opened in fiscal 2009)

Total
Stores at
Stores Stores End of
Fiscal Year Opened Closed Fiscal Year
Balance forward NA NA NA
2009 3 —_ 3
The following table reconciles Five Star stores open at the beginming and end of each of the last three fiscal years
Total
Stores at
Stores Stores End of
Fiscal Year Opened Closed Fiscal Year
Balance forward' " NA NA 131
2007 8 (4} 135
2008 K (8} 160
2008 9 (5} 164

2]

12

As of the June 8, 2006, the date of acquisition
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The following lable reconciles Best Buy China stores open at the beginning and end of each of the last three fiscal years (the first Best Buy China
store was opened in fiscal 2007)

Total

Stores at

Stores Stores End of

Fiscal Year Cpened Closed Flscal Year
Balance forward NA NA NA
2007 1 - 1
2008 —_ — 1

2009 4 —_ 5
The following table reconctles the Best Buy Mexico store open at the beginming and end of the fiscal year (the first Best Buy Mexico store was
opened in fiscal 2009}

Total

Stores at

Stores Stores End of

Fiscal Year Opened Closed Fiscal Year
Balance forward NA NA NA
2009 1 — 1

Dunng fiscal 2010, we expect to open approximately 65 net new stores in the U S, Europe, Canada, China, Mexico and Turkey Most of the new
stores will be opened in markets where we already have stores, leveraging our infrastructure and making shopping more convenient for our
customers Inthe U S, we anticipate opening 40 to 50 new Best Buy stores In Canada, we expect to open approximately three Future Shop
stores and four Best Buy stores In Europe, we expect to open and close approximately the same number of The Carphone Warehouse and The
Phone House stores In China, we ptan to open 12 Five Star stores and close five Five Star stores We also expect to open one additional Best
Buy store in China and five Best Buy stores in Mexico in fiscal 2010 Finally, we anbicipate extending our mternational presence by opening our
first store in Turkey in the second half of fiscal 2010

Intellectuatl Property

We believe we own and have the nghts to use valuable intellectual property including trademarks, service marks and tradenames, some of which
are of matenal importance 1o our business, such as "Best Buy," "Best Buy Mobile,” “The Carphone Warehouse," “Dynex," “Five Star," "Future
Shop," "Geek Squad,” "Insigma," "Magnoba Audio Video," "Napster," "Pacific Sales," "The Phone House,"” "Rocketfish,”" "Speakeasy" and the
"Yellow Tag" logo Some of our intellectual property 1s the subject of numerous U § and foreign trademark and serwice mark registrations Our
trademark and service mark registrations in the U S generally have 10-year renewable terms We believe our intellectual property has significant
value and 1s an important factor in the marketing of our company, our stores and our Web sites We also believe we own valuable intellectual
property for which we have patents pending We are not aware of any facts that could negatively impact our continuing use of any of our
intellectual property

In accordance with accounting pnncitples generally accepted in the U S ("GAAP"), our balance sheets include the cost of acquired ntellectual
property The only matenal acquired intellectual properties presently included i our conselidated balance sheets are the tradenames The
Carphone Warehouse, Five Star, Future Shop, Napster, Pacific Sales, The Phone House and Speakeasy, which collectively had a total camying
value of $173 million at the end of fiscal 2009 The values of these tradenames are based on the continuation of the brands We currently classify
these tradenames as indefinde-lived intangible assets, except for The Carphone Warehouse and The Phone House brands, which have definite
ives If we were to abandon any of our brands or If the expected cash flows associated with these brands were to matenally decrease, we could
incur an impairment charge based on the then-carrying value of the associated tradename

Seasonality

Our business, like that of many retailers, 1s seasonal Histoncally, we have realized more of our revenue and eamings in the fiscal fourth quarter,
which includes the majority of the holiday shopping season in the U S, Europe and Canada, than in any other fiscal quarter

Working Capital

We fund our business operations through a combination of available cash and cash equvalents, short-term nvestments and cash flows generated
from operations In addition, our revolving credit faciities are avatable for additional working capdal needs or investment epportunities

13

Source BEST BUY CO INC 10-K, Apnil 29 2009 Powe ed by Matming s12r™ Botument Resgar nSY




Table of Contents

Customers

We do not have a significant concentration of sales with any individual customer and, therefere, the loss of any one customer would not have a
material impact on our business No single customer has accounted for 10% or more of our tolal revenue

Backlog
Our stores, call centers and online shopping sites do not have a matenal amount of backlog orders
Government Contracts

No material portion of our business Is subject to renegohation of profits or termination of contracts or subcontracts at the election of any
government or government agencies or affilates

Competition

Our stores compete aganst other consumer electronics retailers, specialty home office retarlers, mass merchants, onhne retailers,
home-improvement superstores and a number of direct-to-consumer altematives Our stores also compete aganst independent dealers, regional
chan discount stores, wholesale clubs, mobile phone service carners and other specialty retail stores Mass merchants continue to increase therr
assortment of consumer electrorucs products, pnmarnily those that are less complex to sell, install and operate, and have been expanding thetr
product offerings into higher-end categonies Similarly, large home-mprovement retailers are expanding therr assortment of apphances In
addition, consumers are increasingly downloading music, entertainment and computer software directly via the Intemet

We believe our store expenence, broad product assortment, store formats and brand marketing strategie s differentiate us from most competitors
by posttioning our stores as the preferred destination for new technology and entertainment products in a fun and informative shopping
environment Our stores compele by aggressively adverlising and emphasizing a complete product and service solution, value pricing and
financing alternatives In addition, our trained and knowledgeable sales and service staffs allow us to tailor the offenings to meet the needs of our
customers

Research and Development

We have not engaged in any matenal research and development activities duning the past three fiscal years

Environmental Matters

We are not aware of any federal, state or local provisions which have been enacted or adopted regulating the discharge of matenials into the
environment, or otherwise relating to the protection of the environment, that have matenally affected, or will malenatly affect, our net earnings or

competitive position, or have resulted or will result In matenal capital expenditures Duning fiscal 2009, we had nc matenal capital expenditures for
envirenmental control faciiies and no such matenal expenditures are anticipated in the foreseeable future

Number of Employees

At the end of fiscal 2009, we employed approximately 155,000 full-time, part-time and seasonal employees worldwide We consider our employee
retations to be good in the U $ , we offer our employees a wide array of company-paid benefits, which we believe are competitive relative to
others in our industry In our operations outside the U S , we offer benefits that may vary from those offered to our U S employees due to
customary local practices and statutory requirements

Financial Information Ahout Geographic Areas

We operate two reportable segments Domestic and Intermational Financial information regarding the Domestic and Intemational geographic
areas 18 included n ltem 7, Management's Discussion and Analysis of Financial Condition and Resuits of Operations, and Note 11, Segment and
Geograptic Information, of the Notes lo Consolidated Financial Statements, included in ltem 8, Financial Statements and Supplementary Data, of
this Annual Report on Form 10-K

Available Information

We are subject to the reporting requirements of the Exchange Act and its rules and regulations The Exchange Act requires us to file reports,
proxy statements and other information with the U § Secunties and Exchange Commussion (“SEC”) Copies of these reports, proxy
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statements and other information can be read and copied at

SEC Public Reference Room
100 F StreetNE
wWashington, D C 20549

Information on the operation of the Pubiic Reference Room may be obtained by calling the SEC at 1-800-SEC-0330

The SEC maintains a Web site that contains reports, proxy statements and other information regarding issuers that file electronically with the SEC
These matenals may be obtained electronically by accessing the SEC's Web site at www sec gov

We make avallable, free of charge on our Web site, our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K and amendments to these reports filed or furmished pursuant to Section 13(a} or 15(d) of the Exchange Act, as soon as reasonably
practicable afier we electronically file these documents with, or furnish them to, the SEC These decuments are pested on our Web site at
www BestBuy com — select the "For Our Investors” link and then the "SEC Filings" hink

We also make avallable, free of charge on our Web site, the Corporate Governance Pnnciples of our Board of Directors ("Board"} and our Code of
Business Ethics (including any amendment to, or waiver from, a provision of our Code of Business Ethics) adopted by our Board, as well as the
charters of the Board's Audit Committee, Compensation and Human Resources Committee, Finance and Investment Policy Committee and
Nominating, Corporate Governance and Public Policy Commuttee These documents are posted on our Web site at www BestBuy com — select
the "For Qur Investors" link and then the "Corporate Governance” link

Copies of any of the above-referenced documents will also be made avallable, free of charge, upon written request to

Best Buy Co , Inc

Investor Relations Department
7601 Penn Avenue South
Richfield, MN 55423-3645

Item 1A Risk Factors

Descnbed below are certain nsks that cur management believes are applicable to our business and the industry in which we operate There may
be adcitional nisks that are not presently matenal or known You should carefully consider each of the following nsks and all other information set
forth 1n this Anpual Report on Form 10-K

If any of the events described below occur, our business, financial condition, results of operations, lquidity or access to the capital markets could
be matenally adversely affected The followang nsks could cause our actual results to differ matenally from our historical expenence and from
results predicted by forward-looking statements made by us or on our behalf related to conditions or events that we anticipate may ocour in the
future The following nsks should not be construed as an exhaustive hst of all factors that could cause actual results to differ matenally from those
expressed in forward-looking statements made by us or on our behalf All forward-looking statements made by us or on our behalf are qualified by
the nisks descnbed below

Economic conditions in the U S and key international markets, a decline in consumer discretionary spending or other conditions may
materially adversely impact our operating results.

We sell products and services that consumers may view as discretionary items rather than necessities As a result, our results of operations tend
to be more sensitive to changes In macro-economic condiions that impact consumer spending, including discretionary spending Challenging
macro-economic conditions also impact our customers' ability to obtain consumer creditin a imely manner, if at all Other factors, including
consumer confidence, employment levels, interest rates, tax rates, consumer debt levels, and fuel and energy costs could reduce consumer
spending or change consumer purchasing habits In the past fiscal year, many of these factors adversely affected consumer spending and,
consequently, our business and results of operations A confinued slowdown in the U S or global economy, or an uncertain economic outlook,
could matenally adversely affect consumer spending habits and our operating results in the future

The domestic and international political situation also affects consumer confidence The threat or outbreak of domestic or international terrorism or
other hostihties could lead to a decrease in consumer spending Any of these
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events and factors could cause a decrease In revenue or an increase in inventory markdowns or certain operating expenses, which could
matenally adversely affect our results of operalions

If we do not anticipate and respond to changing consumer proferences in a timely manner, our operating results could matenally suffer

Qur business depends, i large part, on our ability to successfully introduce new preducts, services and technclogies to consumers, the frequency
of such introductions, the level of consumer acceptance, and the related impact on the demand for existing products, services and technologies
Failure to accurately predict constantly changing consumer tastes, preferences, spending pattems and other ifestyle decisions, or to effectively
address consumer concemns, could have a matenal adverse effect on our revenue, resulis of operations and standing with our customers

Cur results of operations could materially detenorate If we fail to attract, develop and retain qualified employees

Our performance is dependent on attracting and retamning qualified employees who are able to meet the wants and needs of our customers We
believe our competitive advantage 1s prowiding unique end-to-end solutions for each indwidual customer, which requires us to have tughly trained
and engaged employees Our success depends in part upon our ability to attract, develop and retain a sufficient number of qualified employees,
including store, service and administrative personnel The turnover rate in the retail industry 1s high, and qualfied indimduals of the requisite
caliber and number needed to fili these positions may be i short supply 1n some areas Our inability to recrutt a sufficient number of qualified
indiiduals in the future may delay planned openings of new stores or affect the speed with which we expand infiatives such as our international
operations Delayed store openings, significant increases in employee tumover rates or significant ncreases inlabor costs could have a matenal
adverse effect on our business, finanaal condition and results of operations

We face strong competition from traditional store-based retailers, Intarnet businesses and other forms of retail commerce, which could
materially adversely affect our revenue and profitability,

The retail business 1s highly competitive We compete for customers, employees, locations, products and other important aspects of our business
with many other local, regional, natonal and interational retalers Pressure from our competitors, some of which have a greater market presence
and financial resources than we do, could requere us to reduce our prices or Increase our costs of doing business As a result of this competition,
we may expenence lower revenue and/or higher operating costs, which could matenally adversely affect our results of operations

The failure to control our costs and reduce our expense structure could have a material adverse impact on our profitability

Customer traffic within our stores and overall consumer spending have decreased in the past fiscal year, driven by turmoil in the financial markets
and other macro-economuc factors, which makes it more challenging for us to maintain or grow our operating mcome rates As a result, we must
continue to reduce our expense structure to more competitive levels Any unplanned increases in our labor and benefit rates, advertising and
marketing expenses, other store expenses or indirect spending could delay or prevent us from achieving increased profitability or otherwase have a
material adverse impact on our results of operations

Our liquidity may be materially adversely affected by the financial crisis in the U.S. and key international markets.

We must have sufficient sources of hquidity to fund our working capital requirements, pay operating expenses, service our outstanding
indebtedness and finance investment opportunities Without sufficient iquidity, we could be forced to curtail our operatiens or we may not be able
tc pursue promising business opportuniies The prncipal sources of our lquidity are funds generated from operating activiies, available cash and
cash equivalents, ang borrowings under credit faciibies and other debt financings

As widely reported, global financial markets have been expenencing extreme disruption in recent months,
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ncluding, among other things, severely diminished iquidity, constrained credit availability and extreme volatiily in secunties pnces These market
conditions affected, to a degree, our ability to borrow commutted portions of our $2 5 bilion five-year unsecured revolving credit agreement with
JPMorgan Chase Bank, N A , as administrative agent, and a syndication of banks ("Credit Agreement”) Lehman Commercial Paper Inc ("Lehman
CPI"), a subsidiary of Lehman Brothers Holdings Inc , which filed a petition under Chapter 11 of the U S Bankruptcy Code in September 2008,
provided a commitment of $180 million under the Credtt Agreement Since September 2008, Lehman CP1 has declined requests for funding under
the Credit Agreement and no other lender assumed Lehman CPI's obligatien to fund We cannot be certain whether another lender might assume
Lehman CPI's commitiment or whether one or more other syndicate lenders under the Credit Agreement might also seek bankruptey protechion or
otherwise fail to satisfy therr financing obligations under the Credit Agreement

If our sources of lquidity do not satisfy our requirernents, we may have lo seek additronal financing The availability of financing will depend on a
variety of factors, such as econom:c and market condittons, the availability of credit and our credit ratings, as well as the possibiity that lenders
could develop a negative perception of us or the retall industry generally {f required, we may not be able to obtamn additional financing ,on
favorable terms, or at all

Changes in our c¢redit ratings may limit our access to capital markets and materially increase our borrowing costs,

In fiscal 2009, Moody's Investors Service, Inc mamntained Hs rating and outleok of our debt secunties while Filch Ratings Lid reaffirmed its rating
of our debt secunties as BBB+ but assigned a negative outlook and Standard & Poor's Ratings Services announced that it had downgraded the
rating of our debt secunties to BBB- with a stable outlogk

Future downgrades to our long-term credit ratings and outlook could negatively impact our access to the capital markets and the perception of us
by lenders and other third parties Qur credit ratings are based upon informatien furnished by us or ebtained by a rating agency from its own
sources and 1s subject lo rewision, suspension or withdrawal by the rating agency at any time Rating agencies may review the ratings assigned to
us due to developments that are beyond our cantrol

Any further downgrade to cur debt securhes will result In hugher interest costs for certan of our credit facilities and other debt financings, and
could result in hugher interest costs on future financings Further, in the event of such a downgrade, we may not be able to successfully obtain
additional financing, if necessary, on favorable terms, or at all

Qur growth Is dependent on the success of our strategies

Qur growth I1s dependent on our ability to identify, develop and execute strategies While we believe customer centncity and the pursuit of
international growth opportuniies will enable us to grow our business, misjudgments could have a matenal adverse effect on our business,
financial conditron and results of eperations

Our growth strategy includes expanding our business by opening stores both in existing markets and in new markets

Qur future growth 1s dependent, in part, on our ability to butld, buy or lease new stores We compete with other retailers and businesses for
suitable locations for our stores Local land use, local zoning i1ssues, environmental regulations and other regulations applicable to the types of
stores we desire to construct may impact our ability to find suitable locations, and also influence the cost of building, buying and leasing our stores
We also may have difficulty negotiating real estate purchase agreements and leases on acceptable terms Fallure to manage effectively these and
other similar factors waill affect our abiity to build, buy and lease new stores, which may have a matenal adverse effect on our future profitabiiity

We seek to expand our business in existing markets in order to attan a greater overall market share Because our stores typicaily draw customers
from theiwr local areas, a new store may draw customers away from our nearby existing stores and may cause customer iraffic and comparable
store sales performance to decline at those existing stores

We also intend to open stores n new markets The nisks associated wath entenng a newmarket include difficulbes in attracting customers where
there 1s a lack of customer familianty with our brands, our lack of familianty with local custemer preferences, seasonal differences in the market
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and our ability to obtain the necessary governmental approvals In addition, entry into new markets may bring us into competition with new
competitors or with existing competitors with a large, established market presence We cannot ensure that our new stores will be profitably
deployed As a result, our future profitability may be matenally adversely affected

Fallure in our pursuit or execution of new business ventures, strategic alliances and acquisitions could have a material adverse impact
on our bhusiness

Qur growth strategy includes expansion via new business ventures, stralegic allrances and acquisitions Assessing a potential growth opporturity
involves extensive due diligence However, the amount of information we can obtain about a potential growth opporturity may be imited, and we
can give no assurance that new business ventures, strategic alliances and acquisitions will posiively affect our financial performance or wili
perform as planned Integraling new businesses, stores and concepts can be a difficult task Cultural differences in some markets into which we
expand or into which we introduce new retail concepts may resull n customers in those markets being less receptive than onginally anticipated
These types of transactions may divert our capital and our management's attention from other business 1ssues and opporiunities We may not be
able to successfully assimilate or integrate companies that we acguire, including their personnel, financial systems, distnbution, operations and
general operating procedures We may also encounter challenges in achieving appropnate intemal contro! over financial reporting in connection
with the integration of an acquired company If we fal to assimilate or integrate acquired companies successfully, our business and operaling
results coutd suffer matenally

Failure to protect the integrity and security of our customers' information could expose us to litigation and materially damage our
standing with our customers,

The use of iIndividually rdentifiable data by our business and our business associales 18 regulated at the state, federal and international levels
Increasing costs associated with information secunty — such as increased mvestment in technology, the costs of compliance with consumer
protection laws and costs resulting from consumer fraud — could cause our business and results of operations to suffer matenally Addiionally,
the success of our online operations depends upon the secure fransmission of confidentrat information over public networks, including the use of
cashless payments While we have laken significant steps to protect customer and confidential information, there can be no assurance that
advances in computer capabiliies, new discovenes in the field of cryptography or other developments will prevent the compromise of our
customer transaction processing capabilities and personal data If any such compromise of our secunty were to oceur, it could have a matenal
adverse effect on our reputation, operating results and finangial condiion Any such compromise may matenally increase the costs we incur to
protect against such information secunty breaches and could subject us to additional legal nsk

Risks associated with the vendors from whom our products are sourced could materially adversaly affect our rovenue and gross profit.

The products we sell are sourced from a wide vanety of domestic and intermmational venders Global sourcing 1s an important part of our business
and positively affects our financial performance Our 20 largest suppliers account for just under half of the merchandise we purchase If any of our
key vendors fails to supply us with products or continue to develop new technologies, we may not be able to meet the demands of our customers
and our revenue could materally decline We reguire all of our vendors to comply wath applicable laws, including labor and environmental laws,
and otherwise be certified as meeting our required vendor standards of conduct Qur ability o find qualified vendors who meet our standards and
supply products in a imely and efficient manner 1s a significant challenge, especially with respect to goods sourced from outside the U S Political
or financial instability, merchandise quality issues, product safety concerns, trade restnctions, work stoppages, tanffs, foreign currency exchange
rates, transportation capaaty and costs, inflation, outbreak of pandemics and other factors relating to foreign trade are beyond our control These
and other 1ssues affecing our vendors could matenally adversely affect our revenue and gross profit

We are subject to certain regulatory and legal developments which could have a matenal adverse impact on our business
Qur regulatory and legal environment exposes us to complex compliance and litigation nsks that could
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matenally adversely affect our operations and financial results The most significant comphance and itigation nsks we face are

The difficulty In complying with sometimes conflicting regulations in local, national or international junsdictions and new or
changing regulations that affect how we operate,

The impact of changes in tax laws {or interpretations thereof) and accounting standards, and

The impact of liigation trends, including class achion fawsuits involving consumers and shareholders, and labor and
empioyment matters

Defending against lawsuits and other proceedings may involve significant expense and divert management's attention and resources from other
matters

Changes to the National Labor Relations Act could have a material adverse impact on our business.

The Employee Free Choice Act ("EFCA") 15 pending before the U S Congress The EFCA, also referred to as the "card check” bill, If passed 1n s
current or similar ferm, could significantly change the nature of fabor relations in the U § Specifically, it would impact how union elections and
contract negotiations are conducted The pending or similar legislation could make 1t easier for unions to be formed, and employers of newly
untonized employees may face mandatory, binding arbitration of labor scheduling, cests and standards, which could increase the costs of doing
business

At February 28, 2009, we had 1,107 stores operating in the U S None of the emptoyees in those stores were represented by labor unions or
worked under collective bargaining agreements Passage of the pending or similar legislation coutd matenally adversely affect cur results of
operations

Regulatory developments inthe U S could impact our private-labal credit card financing offers and have a matena) adverse impact on
our revenue and profitability

We offer pnvate-label credit cards inthe U S through third-party financial institutions that manage and directly extend credit to our customers
Cardholders who choose the private-label card can receive low- or no-interest promotienal financing on qualifying purchases If a customer utilizes
a deferred interest financing offer and fails to comply wath the terms of the offer, all deferred interest becomes due and payable to the third-party
financial institutton Pnvate label credit card sales accounted for 18%, 16% and 17% of our Domestic segment's revenue In fiscal 2009, 2008 and
2007, respectively

in December 2008, the Federal Reserve 1ssued a wide range of new regulations intended to improve the disclosures that consumers recetve In
connectien with credit card accounts and other revolving credit plans These new prowisions, effective July 1, 2010, could limit the ability of card
issuers to charge interest to customers who utilize deferred interest financing offers but do not comply with the terms of the offer Pending the
Federal Reserve's 1ssuance of its final ruling, there can be no assurance that some of our deferred mterest finanaing offers on our pnvate-label
credit card will continue to be available in their existing form If we are unable to continue to make low- or no-interest financing offers, our revenue
and profitability may be matenally adversely affected

Our International activities subject us to risks associated with the legislative, judicial, accounting, regulatory, political and economic
conditions specific to the countnes or reglons in which we operate, which could materially adversely affoct our financial performance

We have a presence !n varnous foreign countnes including Belgium, Bermuda, Canada, China, France, Germany, Ireland, Luxembourg, Mexico,
the Republic of Mauniius, the Nethedands, Portugal, Spam, Sweden, Turkey, Turks and Caices, and the United Kingdom Dunng fiscal 2009, our
International segment's operations generated 22% of our revenue Qur growth strategy inciudes expansion mto new or existing intemational
markets, and we expect that our International segment's operations will account for a larger portion of our revenue in the future Our future
operating results in these countnes and in other countries or reglons throughout the world where we may operate in the future coutd be matenally
adversely affected by a vanely of factors, many of which are beyond our control including poltical conditions, economic conditions, legal and
regulatory constraints and foreign currency regulations
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In additron, foreign currency exchange rates and fluctuations may have an mmpact on our future costs or on future cash flows from our International
segment's operalions, and could matenally adversely affect our financial performance Moreover, the economes of some of the countries in which
we have operations have in the past suffered from mgh rates of inflation and currency devaluations, which, if they were to occur again, coutd
matenally adversely affect our financial performance Other factors which may matenally adversely impact our International segment's operations
include foreign trade, monetary, tax and fiscal policies both of the U S and of other countnes, faws, regulations and other actwities of foreign
govemments, agencies and simdar orgamzations, and mantaining facilities in countnes which have fustoncally been less stable thanthe U S

Additional nsks inherent In our International segment's operations generally include, among others, the costs and difficulties of managing
international operations, adverse tax consequences and greater difficulty in enforcing mtellectual preperty rights in countnes other than the U S
The vanous nsks inherent n doing business in the U S generally also exist when doing business outside of the U S, and may be exaggerated by
the difficulty of doing business in numerous sovereign junsdictions due to differences in culture, laws and regulations

Wo roly heavily on our management information systems for inventory management, distribution and other functions. If our systems fail
to perform these functions adequately or if we experience an interruption in their operation, our business and results of operations
could be materially adversely affocted

The efficient operation of our business 1s dependent on our management information systerns We rely heawily on our management information
systems to manage our order entry, order fulfillment, pricing, point-of-sale and inventory replenishment processes The fadure of our management
information systems to perform as we anticipate could disrupt our business and could result in decreased revenue, increased overhead costs and
excess or out-of-stock inventory levels, causing our business and results of operations to suffer matenally

A disruption in our relationship with Accenture, who helps us manage our information technology and human resources operations and
conducts certain procurement activities, could materially adversely affect our business and results of operations

We have engaged Accenture LLP ("Accenture”), a global management consulting, technology services and outsourcing company, to manage
significant portions of our information technology and human resources operations as well as o conduct certain procurerment activities We rely
heawily on our management information systems for nventory management, distnbution and other functions We also rely heawvily on hurnan
resources support to attract, develop and retan a sufficent number of qualified employees We also use Accenture to provide procurement
support lo research and to purchase certan non-merchandise products and services Any disruption in our refationship with Accenture could result
in decreased revenue and increased overhead costs, causing our business and results of operations to suffer matenally

We have various commercial insurance agreements and sell extended warranties to customers on behalf of a subsidiary of AIG, whose
parent company has experienced and continues to expenence financial difficulties

We have vanous commercial insurance relationships with AIG Commercial Insurance Group, Inc ("AIG CI"), a substdiary of American
International Group, Inc {"AIG™), including workers' compensation, directors and officers, commercial property, general ltability and other
insurance policies We also sell extended warranties on behalf of AIG C| Commissions received from AIG Cl from the sale of extended warranties
represented 2 0%, 2 1% and 2 2% of our revenue n fiscal 2009, 2008 and 2007, respectively At February 28, 2009 and March 1, 2008, claims
receivable from AIG Cl were $35 mitlion and $28 mihion, respectively

Although AIG has adwised that its commercial insurance subsidianes remain well-capitalized and they have sufficient reserves and hquidity to pay
claims despite the parent company's recent issues and dimimished financial position, we can give no assurance that AIG Cl or applicable
regulatory authorities will be able fo fulfill the insurer's oblgations under our existing insurance policies or on our customers’ outstanding product
warranties in the
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event of a fallure of AIG C| Further, in the event of a failure of AlG Cl, we could be required to replace our existing insurance pohicies and seek &
new provider of extended warranties, which may be difficult to do n a ttmely manner or on substantially similar terms as our exssting agreements
with AlG Cl Failure to do so could matenally adversely affect our results of operations and financial condition, as well as damage customer
relationships

We are highly dependent on the cash flows and net earnings we generate during our fourth fiscal quarter, which includes the majority of
the holiday selling season.

Approximately one-third of our revenue and more than one-half of our net earnings are generated in our fourth fiscal quarter, which includes the
ma)onty of the holiday shopping season in the U S, Europe and Canada Unexpected events or developments such as natural or man-made
disasters, product sourcing 1ssues or adverse economic conditions in our fourth quarter could have a matenal adverse effect on our resuits of
operations

[tem 1B. Unresolved Staff Comments
Not applicable
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Item 2, Properties
Stores, Distribution Centers and Corporate Facilities
Domestic Segment

The following table summanzes the geographic location of our Domestic segment stores at the end of fiscal 2009

Magnolia
U.S Best Buy U.S. Best Buy Pacific Sales Audio U S Geek Squad
Stores Mobile Stores Stores Video Stores Stores
Alabama 14 — —_ — —
Alaska 1 —_ —_ — _
Anzona 27 —_ 2 _— —
Arkansas 8 —_ — — —
California 117 - 3 4 2
Colorado 22 — — — 1
Connecticut 12 3 —_ —_ —
Delaware 4 —_ —_ —_ —
District of Columbia 2 — — —_
Flonda 62 _ — — —
Georgla 30 4 —_ —_ 1
Hawan 2 — —_ —
Idaho 5 — — —_ —
llinois 57 2 —_ —_ —
Indiana 20 1 —_ —_ —
lowa 13 — — — —
Kansas 8 —_ _ — —
Kentucky 9 _— — -
{ouisiana 13 —_ — — -
Mame 6 —_ — — —
Maryland 22 5 — —_ —
Massachusetts 27 —_ — —_ —
Michigan 32 — — — —
Minnesota 27 1 —_ — 2
Mississipp 7 —_ — — —
Missoun . 21 — — — —
Montana 3 — —_ — —
MNebraska [ — —_ —_ —
Nevada 10 — 1 — —
New Hampshire 6 — —_ —_
New Jersey 23 2 - _
New Mexico 5 - — —
New York 46 4 —_ — —_
North Carclina 32 6 —_ — —
North Dakota 4 — — —_ —
OChio as —_ —_ —_ —
Cklahoma 11 —_ —_ -_— _
Oregon 10 —_ — — —
Pennsylvania 33 5 —_ —_ —_
Puerto Rico 4 —_ —_ — —
Rhode Island 2 — —_ —_ —
South Carolina 14 4 _ — —
South Dakota 2 —_ — —_ —
Tennessee 15 —_ —_ — —
Texas 101 — —_ —_ —
Utah g —_ —_ — -
Vermont 1 —_ —_ — —_
Virgmia 34 1 —_ —_ —_
Washington 20 —_ _— 2 —_
West Virgimia 3 — — — —
Wisconsin 23 — —_— — —
Total 1,023 38 34 6 3]

Note Atthe end of fiscal 2009, we owned 24 of cur U § Best Buy store locations and operated 34 U S Best Buy stores for which we owned the building
and leased the land All other stores in the Domestic segment at the end of fiscal 2009 were leased
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At the end of fiscal 2009, we operated 1,023 U S Best Buy stores, 38 U S Best Buy Mobile stand-alone stores, 34 Pactic Sales stores, six
Magnola Audio Video stores, and six Geek Squad stand-alone stores, totaling approximately 40 9 million retail square feet

We have 22 distribution centers throughout the U S to service our Domestic segment operations, of which approximately 7 0 millien square feet
are leased and approximately 3 2 millien square feet are owned

We also lease approximately 0 2 million square feet of space in Lowrsville, Kentucky, that 1s used by our Geek Squad operations to service
notebook and desktop computers

Our principal corporate office 1s located in Richfield, Minnesota, and 1s an owned facility consisting of four interconnected builldings totaling
approximately 1 5 million square feet Accenture, who manages our information technology and human resources operations and conducts certan
procurement activities for us, and certain other of our vendors who provide us with a vanely of additional corporate services, occupy a portion of

cur pnncipal corporate office We also lease an aggregate of approximately 0 1 million square feet of corporate office space in Califormia for both
our Pacific Sales and Napster operations and in Washington for our Speakeasy operations
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International Segment
The fellowing table summanzes the geographic location of our Intemational segment stores at the end of fiscal 2009
Europe Canada China Mexlco
The Carphone The Phone Best Buy and

Warehouse House Best Buy Moblle Future Shop Best Buy Flve Star Best Buy
Stores Stores Stores Stores Stores Stores Stores

Europe
Belgium
France
Germany
Ireland —

85 -
Netherands 190 —

322
263

(=

Portugal —_ 163
Spain 442
Sweden 103
United Kingdom 8
Canada
Alberta
Bniish Columbia
Mansoba
New Brunswick
Newfoundland
Nova Scotia
Ontano
Pnnce Edward [sland
Quebec
Saskatchewan
China
Anhul
Henan
Jiangsu
Shandong
Shanghat
Sichuan
Yunnan
Zhejiang
Mexico
Estado de Mexico

Total 897 1,568 61 139 164
Note Atthe end of fiscal 2009, we owned none of The Carphone Warehouse and two of The Phone House store locations, three of our Best Buy

Canada store locations, six of our Five Star store locations and one of our Best Buy China store locations All other stores in the Intemational segment at
the end of fiscal 2009 were leased
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At the end of fiscal 2009, we operated 897 The Carphone Warehouse stores, 1,568 The Phone House stores, 58 Best Buy Canada stores, three
Best Buy Mobile Canada stores, 139 Future Shop stores, five Best Buy China stores, 164 Five Star stores and one Best Buy Mexico store totaling
approximately 13 3 million retail square feet

We lease approximately 0 8 million square feet of distrbution center space throughout nine European countries to service our Europe operations

We lease approximately 1 1 midlion square feet of distnbution center space in Brampton, Ontano, and approximately 0 4 million square feet of
distnbution center space in Vancouver, Bntish Columbsa, to service our Canada operations

We lease approximately t 0 million square feet of distnbution center space in iangsu Province and an additional approximately 0 6 million square
feet of distnbution center space throughout the Five Star retait chain to support our Five Star distribution network n China We lease
approximately 0 1 million square feet of distnbution center space in Shanghai to service our Best Buy China operations

We lease approximately 34,000 square feet of distnbution center space in Estado de Mexico, Mexico, to support our Best Buy Mexico store

The pnncipal office for our Best Buy Europe operations is located in a 156,000-square-foot leased facility in Acton, West London The principal
office for our Canada operations is located in a 141,000-square-foot leased facility in Bumaby, Brtish Columbia The pnncipal office for our Five
Star operations 15 located 1n a 46,000-square-foot owned facility in Nanjing, Jangsu The pnncipal office for our Best Buy China operations is
located in a 27,000-square-fool leased facility in Shanghai The principal office for Best Buy Mexico is located in a 20,000-square-foot leased
faciity in Mexico City, Mexico In addition, we lease a 4,000-square-foot facihty in Vancouver, Brtish Columbia to support our International
segment operations

Global Sourcing |
We lease approximately 45,000 square feet of office space in Shanghai, China, to support of our global sourcing operations
Operating Leases |

Almost all of our stores and a majonty of our distnbution facilities are leased Terms of the lease agreements generally range from 10 to 20 years
Most of the leases contain renewal options and rent escalation clauses

Additional information regarding our operating leases 1s available in Note 8, Leases, of the Notes to Consclidated Financial Statements, included
in ltem 8, Financial Statements and Supplementary Data, of this Annual Report on Form 10-K

tem 3. Legal Proceedings

In December 2005, a purported class action lawsuit captioned, Jasmen Holloway, et al v Best Buy Co, Inc, was filed against us inthe U S
Distnct Count for the Nerthern Distnet of Califorria This federal court action alieges that we discrimmate against wemen and minonity mdividuals
on the hasis of gender, race, color and/or national ongin in our stores with respect to ouremployment policies and practices The achion seeks an
end to discnminatory pelicies and practices, an award of back and front pay, punitive damages and injunctive relief, including nightful place relief
for all class members The Court has scheduled a class cerification heanng We believe the allegations are without mernit and intend to defend this
action vigorously

We are involved in vanous other legal proceedings ansing in the normal course of conducting business We believe the amounts provided in our
consolidated financial statements, as prescnbed by GAAP, are adequate in ight of the probable and estimable liabihties The resolution of those
proceedings 1$ not expected to have a matenal effect on our results of operations or financial condition
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Executive Officers of the Registrant
(As of February 28, 2009)

Years With the

Name Age Position With the Company Company

Bradbury H Anderson 59  Vice Chairman and Chief Executive Officer 36
Shan L Ballarq 42 Executive Vice President — Retail Channel Management 16
Dawid P Berg( ! 47 Executive Vice President and Chief Operating Officer — Best Buy International 7
Bnan J Dunn 48 President and Chief Operating Officer 24
Susan S Grafton 52 Vice President, Controller and Chief Accounting Officer 8
Joseph M Joyce @ 57 Senicr Vice President, General Counsel and Assistant Secretary i8
Allen U Lenzmejer 65  Vice Chairman 25
David J Momsh 51 Executive Vice President — Connected Digital Solutions 1"
James L MHethauer 47 Executive Vice President — Finance and Chief Financial Officer 7
John Nobte” 50 Semor Vice Prestdent and Chief Financial Officer — Best Buy Intemational 7
Kalendu Patel 45 Executive Vice President — Emerging Business 6
Jonathan E Pershing a8 Executive Vice President — Human Capital 20
Michael J Pratt 4 President of Best Buy Canada 18
Ryan D Robinson 43 Senior Vice President, Chief Financial Officer — U 8 Strategic Business Unit 7

and Treasurer

Richard M Schulze 68 Founder and Chairman of the Board 43
Michael A Vitelli 53 Execulive Vice President — Customer Operating Groups 5
Robert A Willett 62 Chief Executive Officer — Best Buy International and Chief Informations Officer 5

m
Effective March 31, 2009, Mr Berg and Mr Noble resigned from Best Buy

f2)
Effective February 28, 2009, Mr Lenzmeier retired from Best Buy, though he continues to serve as a director, and Mr Momsh resigned from
Best Buy

Bradbury H Anderson has been a director since August 1986 and 1s currently a Vice Chairman and our Chief Executive Officer We have
announced that Mr Anderson will retire as our Chief Executive Officer on June 24, 2009 He assumed the respensibihty of Chief Executive Officer
in June 2002, having previously served as President and Chief Operating Officer since Apnl 1991 He has been employed in vanous capacibes
with us since 1973 In addition, he serves on the board of General Mills, Inc, as well as on the boards of the Retail Industry Leaders Assocation,
the Amencan Film Institute, Minnesota Early Learning Foundation, Best Buy Children’s Foundation, Minnescta Public Radio and Waldorf College

Shari L Ballard was named Executive Vice President — Retalt Channel Management in September 2007 Pror to her new position, she served
as Executive Vice President — Human Resources and Legal since December 2004 Ms Ballard joined us in 1993 and has held positions as
Senior Vice President, Vice President, and general and assistant store manager

David P, Berg was named Executive Vice President and Chief Operating Officer — Best Buy International im March 2008 Pnor to his strategy and
development role, he was Senior Vice President and Chief Operating Officer — Best Buy Intermational Mr Berg joined Best Buy in 2002 as Vice
President and Associate General Counsel

Brian J. Dunn was named President and Chief Operating Officer in February 2006 We have announced that Mr Dunn will become our Chief
Executive Officer on June 24, 2009 A 24-year veteran of Best Buy, Mr Dunn began his career with us as a store associate in 1985 Prior to being
named to his current position, Mr Dunn served as President — Retail, North Amenca since December 2004 Pnor to that, he held the positions of
Execulive Vice President, Senior Vice President, Regional Vice President, Regional Manager, Distnct Manager, and
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Store Manager Mr Dunn serves on the board of Dick's Sporting Goods, Inc, a full-line sporting goods retailer

Susan § Grafton was named Vice President, Controller and Chief Accounting Officer in December 2006 Ms Grafton joined us 1in 2000 and has
held positions as Vice President — Financial Operations and Controller, Vice President — Planning and Performance Management, Senior
Director and Director Pror to Jjoining us, she was with The Pillsbury Company and Pitney Bowes, Inc 1n numerous finance and accounting
positions Ms Grafton serves on the Finance Leaders Councll for the Retall Industry Leaders Association and the Financial Executive Council for
the Nationa!l Retail Federation

Joseph M Joyce was named Sentor Vice President, Generat Counsel and Assistant Secretary in 1997 Mr Joyce jomned us in 1991 as Vice
President — Human Resources and General Counsel Pnor to joiming us, Mr Joyce was with Tonka Corporation, a toy maker, having most
recently served as vice president, secretary and general counse!

Allen U Lenzmeier has been a director since February 2001 and 1s a Vice Charrman Pnor to hus promotion to Vice Chairman in 2004, he served
In vanous capaciies since Joining us in 1984 His pnor positions include President and Chief Operating Officer from 2002 to 2004, and President
of Best Buy Retall Stores from 2001 to 2002 He serves on the boards of UTStarcom, Inc and Envoy Medical Corp , and serves as chairman of
the board of Amencan TeleCare Inc In addition, he 15 a national trustee for the Boys and Girls Clubs of Amenca, and serves on its Twin Cities
board of directors

David J. Mornish became Executive Vice President — Connected Digital Solutions on March 2, 2008 Mr Mornsh joined us 1n 1998 as Vice
President, Merchandising and most recently served as a Senior Vice President — PC Mobility Solutions Prior to joining us, he spent 17 years with
Sears Canada Inc , where he held a vanety of positions of increasingly responsibility including as wice presidentigeneral merchandising manager

James L. Muehlbauer was named Executive Vice President — Finance and Chief Financial Officer in Apnl 2008 Previously he served as
Enterprnise Chief Financial Officer (intenm), Chief Financial Officer — Best Buy U S, Senior Vice President — Finance, and Vice President and
Chief Financial Officer — Musicland, a former Best Buy company Prior to joining us, Mr Muehlbauer spent 10 years with The Pillsbury Company,
a consumer packaged goods company, where he held various senior-level finance management positions, including vice president and worldwide
controller, vice president of operations, divisional finance director, director of mergers and acquisitions, and director of internal audit A certified
public accountant (inactive), Mr Muehlbauer spent eight years with Coopers & Lybrand LLP, where he held senior manager positions in the firm's
audit and consulling practices

John Noble was named Senior Vice Prasident and Chief Financial Officer — Best Buy International in May 2006 Mr Noble joined us in 2002 and
has held positions as Senior Vice President and Chief Financial Officer — Best Buy Canada, and Vice President — Finance Pnor to joining us,
Mr Noble spent 10 years with The Pillsbury Company, and most recently served as its vice president — finance for operations

Kalendu Patel was named Executive Vice President — Emerging Business in September 2007 Mr Patel joined us in 2003 and has held
positions as Executive Vice President — Strategy and International, Senior Vice President and Vice President Pror to joining us, Mr Patel was a
partner at Strategos, a strategic consulting firm Prior to that, he held vanous positions with KPMG Consulting Inc and Courtaulds PLC in the
United Kingdom

Jonathan E Pershing was named Executive Vice President — Human Capital in December 2007 Mr Pershing joined us i 1939 as a retail
manager and steadily advanced to posiions of iIncreasing responsibility He has held positons such as Divisional Manager — Loss Prevention,
Vice President of Retall Operations — Musicland, a former Best Buy company, and as Vice President — Organizational Alignment He serves as a
member of the beard of directors for Project Success, Minneapolis, Minnesota

Michael J Pratt became President — Best Buy Canada in January 2008 Pnor to his assuming that posiion, Mr Pratt was a Senior Vice
President — Best Buy Canada Pnor to that, he had held numerous roles in is 17 years with Future Shop and Best Buy Canada, most recently
responsible for Best Buy Canada stores, marketing, advertising and store design and our Commercial Sales Group in Canada
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Ryan D Robinson was named Senior Vice President, Chief Financial Officer — U S Strategic Business Unit and Treasurer in December 2007
Mr Robinson jeined us in 2002 and has held positions as Senior Vice President and Chief Financal Officer — New Growth Platforms, Senior Vice
President — Finance and Treasurer, and Vice President — Finance and Treasurer Pnor to joning us, he spent 15 years at ABN AMRO

Holding NV, an international bank, and most recently served as semor vice president and director of that financial institution's North Amencan
prvate-equity activities Mr Rabinson also held management positions in ABN AMRO Holding N V's corporale finance, finance adwisory,
acquisitions and asset secuntization divisions

Richard M Schulze 1s a founder of Best Buy He has been an officer and director from our inception in 1866 and currently 1s Chairman of the
Board Effective n June 2002, he relnguished the duties of Chuef Executive Officer, having served as our principal executive officer for more than
30 years He 15 on the board of the Uriversity of St Thomas, chairman of its Executive and Institutional Advancement Commttee, and a member
of its Board Affairs Committee Mr Schulze 1s also charrman of the board of governors of the Universily of St Thomas Business Schoal

Michael A Vitelli became Executive Vice President — Customer Operating Groups in March 2008 Mr Vitelh joned us in February 2004 and has
held positions such as Senior Vice President and General Manager — Home Solutions Prior to joining us, his professional career included

23 years at Sony Electronics, Inc , serving in positions of increasing responstbility, mcluding executive vice presidert of Sony's Visual Products
Company Mr Vitelh serves on the boards of the Minnesota chapter of the National Multiple Sclerosis Society and the Nattonal Consumer
Technology Industry chapter of the Anti-Defamation League, where he serves as the industry chair

Robert A Willett 1s our Chief Executive Officer — Best Buy International and Chief Information Officer He previously served as an Executive
Vice President — Operations from April 2004 to Apri 2006 In Apnl 2002, we engaged Mr Willett as a consultant and special advisor to our Board
on matters relating to operational efficiency and excellence Pnor to that, he was the global managing partner for the refail practice at Accenture,
where he was a member of its executive committee Mr Willett began his career in store management at Marks & Spencer PL C , a leading
Brifish department store chain, and has held executive positions of managing director and group CEQ at other retallers in Europe [In 2008,

Mr Willett joined the board of directors of Lighthaus Logec Inc, a Canadian company that develops and deploys high-performance video analytics
for secunty and business intelligence applicalions

[tem 4 Submission of Matters to a Vote of Security Holders.
Not apphicable
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PART Il
Item 5 Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Market Information

Our common stock 1s traded on the New York Stock Exchange under the ticker symbol BBY The table below sets forth the hugh and low sales
prices of our common stock as reported on the New York Stock Exchange — Composite Index dunng the periods indicated

Sales Price

High Low
Fiscal 2009
First Quarter $ 4595 3 3875
Second Quarter 48 03 36 10
Third Quarter 47 50 16 42
Fourth Quarter 3125 19 02
Fiscal 2008
First Quarter $ 50 19 $ 44 70
Second Quarter 49 44 41 85
Third Quarter 5198 42 39
Fourth Cuarter 5390 41 82

Holders
As of Apnl 27, 2009, there were 3,514 holders of record of our common stock
Dividends

In fiscal 2004, our Board inihiated the payment of a regular quarterly cash dividend with respect to shares of our common stock A quarterly cash
dividend has been paid in each subsequent quarter and the dividend rate has histoncally ncreased each year Effective with the quarterly cash
dividend paid in the third quarter of fiscal 2008, we increased our quarterly cash dividend per share by 30% to $0 13 per share Effective with the
quarterly cash dividend pard in the third quarter of fiscal 2009, we increased our quarterly cash dwvidend per share by 8% to $0 14 per share The
payment of cash dividends 15 subject to customary legal and contractual restnctions

Future dividend payments will depend on our eamings, capital requirements, financial condition and other factors considered relevant by our
Board

Purchases of Equity Sacurities by the Issuer and Affillated Purchasers

From trme to time, we repurchase our common stock in the open market pursuant to programs approved by our Board We may repurchase our
common stock for a vanety of reasons, such as acquiring shares to offset dilution related to equity-based incentives, including stock options and
otir employee stock purchase plan, and optimizing our capital structure

In June 2007, our Board authonzed a $5 § billion share repurchase program The program, which became effeclive on June 26, 2007, terminated
and replaced a $1 5 bilhon share repurchase program authorized by our Board in June 2006 There is no expiration date governing the penod over
which we can make our share repurchases under the June 2007 share repurchase program

In accordance with our June 2007 share repurchase program, on June 26, 2007, we entered into an accelerated share repurchase ("ASR"
program that congisted of two agreements to purchase shares of cur common stock from Goldman, Sachs & Co ("Gaoldman') for an aggregate
purchase price of 33 0 bilion The ASR program concluded in February 2008 with 65 8 million total shares delivered to us at an average purchase
price of $45 59 per share At the end of fiscal 2008, $2 5 bilion of the $5 5 billion of the share repurchase program authonzed by our Board in
June 2007 was available for future share repurchases We made no share repurchases infiscal 2009

We consider several factars in determining when to make share repurchases including, among other things, our cash needs and the market price
of our stock We expect that cash provided by future operating activities, as well as avaifable cash and cash equivalents and short-term
investments, will be the sources of funding for our share repurchase program Based on the anticipated amounts to be generated from those
sources of funds in relation to the remaining authonzation approved by our Board under the June 2007 share repurchase program, we do not
expect that future share repurchases will have a matenal impact on our short-term or long-term liquidity We do not anticipate making any share
repurchases in fiscal 2010
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The followang table presents the total number of shares repurchased dunng the fourth quarter of fiscal 2009 by fiscal month, the average price paid
per share, the number of shares that were purchased as part of a publicly announced repurchase plan, and the approximate dollar value of shares
that may yet be purchased pursuant to the $5 5 billion share repurchase program as of the end of fiscal 2009

Approximate Dollar

Total Number of Value of Shares

Shares Purchased that May Yet Be

Total Number Average as Part of Publicly Purchased Under

of Shares Price Pald Announced Plans the Plans or

Fiscal Period Purchased per Share or Programs Programsi1)
November 30, 2008, through January 3, 2009 _ - —_ $ 2.500,000,000
January 4, 2009, through January 31, 2009 —_ - _ 2,500,000,000
February 1, 2009, through February 28, 2009 — — — 2,500,000,000
Total Fiscal 2009 Fourth Quarier — - —_ $ 2,500,000,000

1
“Approximate Doliar Value of Shares that May Yet Be Purchased Under the Plans or Programs” reflects our June 2007 $5 5 billion share
repurchase program announced on June 27, 2007, less the $3 0 billion purchased under the ASR program i fiscal 2008 There 1s no stated
expiration for the June 2007 share repurchase program

Secunties Authorized for Issuance Under Equity Compensatton Plans

The following table provides information about our common stock that may be 1ssued under our equity compensation plans as of February 28,

Securities

Socurities to Be Issued Welghted Available

Upon Exercise of Average for

Qutstanding Exercise Price Future

Plan Category Options per Share(1) Issuance(z
Equity compensation plans approved by secunty holderst} 42,954,756 $ 38 37 10,369,618
Equity compensation plans not approved by secunty holders® 11,250 34 44 NA
Total 42,966,006 $ 38 37 10,369,619

{1
Includes weighted-average exercise pnce of autstanding stock options only

(2
tncludes 6,249,572 shares of our commen stock which have been reserved for tssuance under the Best Buy Co , Inc 2003 Employee Stock
Purchase Plan

(3
Includes the 1984 Full-Time Non-Qualified Stock Option Plan, the 1997 Directors’ Non-Qualified Stock Option Plan, the 1997 Employee
Non-Qualified Stock Option Plan and the 2004 Omnibus Stock and Incentive Plan

{4}
Includes grants of stock options and market-based, performance-hased and time-based restncted stock

%
Represents non-plan options tssued to one of our executive officers in Apnl 2002 in consideration of his service to the Boarg prior to his
employment with us The options, which were fully vested upon grant, have an exercise price of $34 44 per share and expire on Apn! 11,
2012
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able of Contel
Best Buy Stock Comparative Performance Graph

The information contamned m this Best Buy Stock Comparahve Performance Graph seclion shall not be deemed to be "soliciting matenal” or "filed”
or incorporated by reference in future fitngs with the SEC, or subjecl lo the habiiities of Section 18 of the Exchange Act, except o the extent that
we specifically incorporate it by reference into a docurnent filed under the Securihes Act or the Exchange Act

The graph below compares the cumulative total shareholder retumn on Best Buy common stock for the last five fiscal years with the cumulative
total return on the Standard & Poor's 500 Index ("S&P 500"), of which we are a compoenent, and the Standard & Poor's Retathing Group Industry
index ("S&P Retailling Group"}, of which we are also a component The S&P Retailing Group 15 a capitalization-weighted index of domestic equities
traded on the NYSE and NASDAQ, and includes high-capitalization stocks representing the retail sector of the S&P 500

The graph assumes an investment of $100 at the close of trading on February 27, 2004, the last trading day of fiscal 2004, in Best Buy common
stock, the S&P 500 and the S&P Retalling Group

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Best Buy Co, Inc, the 58P 500
and the S&P Retalling Group

SO T T T T 1
FY0q FYO5 FY08 FYo7 FY08 FY09
—E3— Best Buy Co., Inc. A= S&P 500 -- - - S&P Retalling Group
FY04 FYOS FYos FYo7 FYos FYo9
Best Buy Co, Inc $ 10000 $ 9783 § 15457 § 13346 § 12503  § 6507
S&P 500 100 00 106 98 115 96 129 84 12517 7095
S&P Retaling Group 100 00 11007 123 02 136 39 107 35 7156

Cumulative Total Return assumes dividend reinvestment
Source Research Data Group, Inc
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Item 6 Selected Financial Data

The following table presents our selected financial data The table should be read in conjunction with Item 7, Managemenf's Discussion and
Analysts of Financial Conciition and Results of Operations, and ltem 8, Financial Statements and Supplementary Data, of this Annual Report on
Form 10-K In fiscal 2004, we sold our interest in Musicland Al fiscal years presented reflect the classification of Musicland's financial results as

discontinued operations
Five-Year Financial Highlights

¥ in millions, excep! per share amounts

Fiscal Year 200912 2008 200743} 2006(4) 2005¢5)
Consolidated Statements of Earnings Data
Revenue $ 45,015 $ 40,023 $ 35934 $ 30,848 $ 27,433
Operating iIncome 1,870 2,161 1,999 1,644 1,442
Earnings from continuing operations 1,003 1.407 1377 1,140 934
Gain on disposal of discontinued operations, net of tax — — —_ _— 50
Net earnings 1,003 1,407 1,377 1,140 984
Per Share Data®
Continuing operations $ 238 $ 312 $§ 279 $ 227 $ 186
Gain on disposal of discontinued operations - —_ — — 010
Net earnings 238 312 279 227 198
Cash dividends declared and paid 054 046 036 031 028
Common stock price
High 48 03 5390 53 50 56 00 4147
Low 16 42 41 85 43 51 3193 2925
Operating Statistics
Comparable store sales (decline) galnm (13)% 29% 50% 4 9% 43%
Gross profit rate 24 4% 23 9% 24 4% 25 0% 23 7%
Selling, general and admiristrative expenses rate 20 0% 18 5% 18 8% 18 7% 18 4%
Operating income rate 42% 54% 56% 53% 53%
Year-End Data "
Current ratio™ . 10 11 14 13 14
Total assets $ 15826 $ 12758  § 13,570 $ 11,864 $ 10,294
Debt, including current portion 1,963 816 650 596 600
Total sharehelders’ equity 4,643 4,484 6,201 5,257 4,449

Number of stores - '
Domestic 1,107 971 873 774 694

. |ﬁten‘35uona|‘°’ . T 2,835, 343 304 167 144
Total™ o 3.942 1,314 1177 841 838

Retall square footage (000s) . L.
Domestic . 40,924 37,511 34,002 30,874 28,513
|nten?§uonal‘ ) o : . 13,331 11,069 9.419 4,652 4,057
Total 54,255 48,580 43,511 35526 32,570

1)
Included within our operating income and net eamings for fiscal 2009 15 $78 ($48 net of tax) of restructunng charges recorded n the fiscal
fourth quarter related to measures we look to restructure our businesses In addition, operating income 15 inclusive of goodwill and tradename
impairment charges of $66 ($64 net of tax) related to our Speakeasy business Collectively, these charges resulted in a decrease in our
operating income rate of 0 2% of revenue for the fiscal year

{2}
Included within our net earnings for fiscal 2009 Is $111 (396 net of tax) of Investment impairment charges related to our investment in the
common stock of CPW

(3
Fiscal 2007 included 53 weeks All other peniods presented included 52 weeks

L
In the first quarter of fiscal 2008, we early-adopted the fair value recognition provisions of Statement of Financlal Accounting Standards
("SFAS") No 123 (revised 2004), Share-Based Payment! ("123({R)", requinng us to recognize expense related to the farr value of cur
stock-based compensation awards We elected the mod:fied prospective transition method as permitied by SFAS No 123(R) and,
accordingly, financial results for years pnor to fiscal 2006 have not been restated Stock-based compensation expense n fiscal 2009, 2008,
2007 and 2006 was $110 ($75 net of tax), $105 (§72 net of tax), $121 ($82 net of tax} and $132 ($87 netof tax), respectively Stock-based
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comgpensation expense recognized in our financial results in fiscal 2005 was not significant
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(5

(6)

m

8

(9

Dunng the fourth quarter of fiscal 2005, following a review of our lease accounting practices, we recorded a cumulative charge of $36 ($23 net
of tax) to correct our accounting for certan operating lease matters Addiionally, dunng the same quarier, we established a sales return
liability, which reduced gross profit by $15 ($10 net of tax) Further, in fiscal 2005, we recognized a $50 tax benefit related to the reversal of
valuation allowances on deferred tax assels as a result of the favorable resolution of outstanding tax matiers with the Intemal Revenue
Service regarding the disposttion of our interest in Musicland The tax benefit was classified as a component of discontinued operations

Earmings per share i1s presented on a diluted basis and reftects a three-for-two stock spht effected in August 2005

Compnsed of revenue at stores, call centers and Web sites operating for at least 14 full months, as well as remodeled and expanded
locations Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening Acquired
stores are included in the comparable store sales calculation beginmng with the first full quarter following the first anmversary of the date of
acquisition The calculation of the comparable store sales percentage gain excludes the effect of fluctuations in foreign currency exchange
rates All comparable store sales percentage calcutations reflect an equal number of weeks The method of caloulating comparable store sales
vanes across the retaill industry As a result, our method of calculating comparable store sales may not be the same as other retailers'
methods

The current ratio 15 calculated by dwviding total current assets by total current labilities

In the second quarter of fiscal 2009, we acquired 2,414 stores pursuant to our acquisition of a 50% interest in Best Buy Europe
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Item 7 Management's Discussion and Analysis of Financial Condition and Results of Operations,

Management's Discussion and Analysis of Financial Condition and Results of Operations ("MD&A") 1s intended to provide a reader of our financal
statements with a narrative from the perspective of our management on our financial condition, results of operations, liquidity and certain other
factors that may affect our future results Our MD&A 1s presented in seven sections

Overview

Business Strategy and Core Phijosophies

Results of Operations

Liguidity and Capital Resources

Off-Balance-Sheet Arrangements and Contractual Obligations
Cntical Accounting Estimates

New Accounting Standards

We consolidate the financial results of our Europe, China and Mexico operations on a two-month lag Consistent with such consolidation, the
financial and non-financial information presented in cur MD8A relative to these aperations 1s also presented on a two-month lag No significant
intervening event cccurred (0 these operations that would have matenaliy affected our financial condition, results of operations, hquidity or other
factors had it been recorded dunng fiscal 2009

Our MD&A should be read in conjunction with the Consolidated Financial Statements and related Notes included in ltem 8, Financial Statements
and Supplementary Data, of this Annual Report on Form 10-K

Cur fiscal year ends on the Saturday nearest the end of February Fiscal 2009 and 2008 each included 52 weeks, whereas our fiscal 2007
included 53 weeks

Oveorview
Best Buy 1s a speaialty retailer of consumer electronics, home office products, entertainment software, appliances and related services

We operate two reportable segments Domestic and international The Domestic segment 1s compnsed of all store, call center and online
operations, including Best Buy, Best Buy Mobile, Geek Squad, Magnolia Audio Video, Napster, Pacific Sales and Speakeasy operations located
wilhin the U S and its temitones U S Best Buy stores offer a wide vanety of consumer electrenics, home office products, entertainment software,
appliances and related services, operating 1,023 stores In 49 states, the District of Columbia and Puerto Rico at the end of fiscal 2009 Best Buy
Mobile offers a wide selection of mobile phones, accessones and services through 38 stand-alone slores located in 12 states as well as inall U'S
Best Buy stores at the end of fiscal 2009 Geek Squad offers residential and commercial reparr, support and installation services m all U S Best
Buy stores and six stand-alone stores at the end of fiscal 2009 Magnolia Audio Video stores offer high-end audio and wideo products and related
services from six steres located in Califernia and Washington, as well as through 353 Magnolia Home Theater rooms located n U S Best Buy
stores at the end of fiscal 2009 Napster is an online provider of digital music Pacific Sales stares offer high-end home-improvement products
Including apphances, consumer electronics and refated services, operating 34 stores in Anzona, Califorma and Nevada at the end of fiscal 2000
Speakeasy provides broadband voice, data and information technology services to home and small-business users through a network of
expenenced sales associates

The Intemational segment 1s compnsed of () all Canada store, call center and ontine operations, including Best Buy, Best Buy Mobile, Future
Shop and Geek Squad, (1) all Europe store, call center and online operations, including The Carphone Warehouse, The Phone House and Geek
Squad, () all China store and online operations, including Best Buy, Five Star and Geek Squad, and () all Mexico store operations, Including
Best Buy and Geek Squad Cur Intemational segment offers products and servicas similar to those of our U S Best Buy stores However, Best
Buy Canada stores do not carry apphances, our Best Buy China stores and Five Star stores do not carry enterfainment software, and Geek Squad
services are offered only through our Best Buy stores in Canada and China and in select stores in the U K and Spain Further, our store format
and offerings in Europe are similar to our Best Buy Mobile format and offenngs in the U § , pnmanly offenng mobile phones and related
accessones and services
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At the end of fiscal 2009, we operated 2,465 The Carphone Warehouse and The Phone House stores throughout Europe, 58 Best Buy Canada
stores, three Best Buy Maobile Canada stores, 139 Future Shop stores in Canada, 164 Five Star stores in China, five Best Buy China stores, and
one Best Buy Mexico store

In support of our retall store operations, we also operate Web sites for each of our brands (BestBuy com, BestBuy ca, BestBuy com cn,
espanol BestBuy com and BestBuyMobile com, CarphoneWarehouse com, Five-Star cn, FutureShop ca, GeekSquad com, GeekSquad ca,
MagnaohaAV com, Napster com, PacificSales com, PheneHouse com and Speakeasy net}

Our business, like that of many retatlers, 1s seasanal Histoncally, we have realized more of our revenue and eamings in the fiscal fourth quarter,
which includes the majonty of the holiday shopping season in the U § , Europe and Canada, than in any other fiscal quarter The timing of new
store openings, costs associated with the development of new businesses, as well as general economic conditions may affect our future results of
operations

Throughout this MD&A, we refer to comparable store sales Comparable store sales 15 a measure commonly used in the retail industry which
indicates the performance of a store by measunng the growth in sales for such store for a particular fiscal pened from the store’s sales in the
corresponding period i the prior year Our comparable store sales 1s compnsed of revenue at our stores, call centers and Web sites operaling for
at least 14 full months, as well as remodeled and expanded locations Relocated stores are excluded from our comparable store sales calculation
untd at least 14 full months after reopening Acquired stores are included in our comparable store sales calculation beginning with the first full
quarter following the first annuiversary of the date of the acquisition The partion of our calculation of the comparable store sales percenlage
change attnbutable to our Internationa! segment excludes the effect of filuctuations in foreign cumency exchange rates The method of calculating
comparable store sales vanies across the retail industry As a result, our method of calculating comparable store sales may not be the same as
other retailers' methods

Acquisitions
Best Buy Europe

On June 28, 2008, we acquired a 50% stake in Best Buy Europe for $2 2 bilhon, or $2 1 billion net of cash acqured Best Buy Europe ts our
venture with CPW, consisting of CPW's retail and distnbution business compnsed of more than 2,400 stores, its onine and direct business,
insurance operations and mobile and fixed-kne telecommunication businesses The transaction also included CPW's economic interests in Best
Buy Mobile inthe U $ and Geek Squad in the U K and Spain Best Buy Europe I1s Europe's largest independent mobile phone retaller We made
the investment in Best Buy Europe to further our intematonal growth plans and obtam an immedsate retatl presence in Europe

Napster

On October 25, 2008, we completed our acquisition of Napster for $421 million, or $100 mullion net of cash acqured Napster is an onhne provider
of digital music We believe the combined capabilities of our two companies will allow us to build stronger relationships with customers and to
expand the number of digital music and entertainment subsenbers over an increasing array of devices

Five Star

We acquired a 75% interest in Five Star on June 8, 2008, for $184 miflion, which included a working capital injection of $122 milion Al the time of
the acquisition, we also entered into an agreement with Five Star's minonity shareholders to acquire the remainng 25% interest i Five Star within
four years, subject to Chinese govemment approval On February 6, 2009, we were granted a business license to acquire the remamming 25%
interest i Five Star and our subsequent acquisition converted Five Star into a wholly-owned foreign enterprise that 15 now 100% owned by us
The $190 milhon purchase pnce for the 25% interest was pnmanly based on a previously agreed-upon prcing formula The acquisition furthers our
international growth plans and accelerates the integration of Best Buy and Five Star in China

Financial Reporting Changes

To maimntain consistency and comparability, we reclassified certain pnor-year amounts to conform to the current-year
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presentation as described in Note 1, Summary of Significant Accounting Policres, of the Notes to Consolidated Financial Statements in this Annual
Report on Form 10-K

Businoss Strategy and Core Philosophies

Qur business, broadly defined, 1s about meeting the wants and needs of our consumers We beheve that our assets position us to solve more
customer problems than ever Speaifically, our assets include approximately 155,000 engaged employees, valuable relationships with vendors all
over the world, continuing and emerging relationships with companies like Apple, Dell and CPW, and all of the other mutually ennching business
relationships that cur people continue to establish and develop wherever we go around the world We also generate sigrificant positive cash flows
All of these assets are at our disposal as we enwvision how we will deepen our relationships with customers in order to increase shareholder value

Our business strategy 1s customer centncity We define customer centricity through its parts, which we call our three core philosophies inwiting our
employees to contnbute their umigue 1deas and experiences 1n service of customers, trealing customers uniquely and honenng therr differences,
and meeting customers’ unigue needs, end-to-end

We start with a view of all of our customers, including their problems and their desires We try to match that against everything we know about the
solutions that now exist, or that could be created Then, we determine ways to deliver to customers the night sclutions by using our employees'
umque capabilities, as well as our network of vendors and other third-party providers |{ we accomplish what we have set out to do, we believe we
have offered a truly unique and differentiated solution to the marketplace

Mass merchants, direct sellers, other specialty retallers and online retailers are increasingly interested in our revenue categones because of nsing
consumer interest Yet they do nat have a strategy of unleashing their employees to understand customers' umique needs, and they lack our
unique combination of assets, including those mentioned above as well as our stores, Web sites and calf centers We believe that by inspinng our
employees to have nicher interactions wath customers, and understanding our customers better than our competitors do, we can differentiate
ourseives and compete mare effectively for customers' loyalty than either mass merchants or purely online players We further believe that this
strategy can be successful for us with a vanety of products and services, store formats, customer groups and even countnes

The currently challenging global economy has resulted in our heightened focus on carefully managing expenses and capitai expenditures
Accordingly, we have adjusted our new store opening plans, inventory levels and reduced our overall spending at stores, distnbution centers and
headquarters Yet great retailers never stop improving their offerings to customers and growing their business Our future growth plans and
strategy revelve around four business pnonties in fiscal 2010 These four pnonties represent business opportunities where we believe we can
navigate the current economic conditions to put us in the strongest possible position to take advantage of economic recovery long-term These
prionhes are

Grow Market Share We expect to gain market share locally We believe we can attract many of the customers of competitors as they
close stores and gain a larger share of the spending of our existing customers Our approach is to focus on the unique needs of each
person that walks into our store, visits our Web sites or contacts our call centers, as they seek to hamess the productivity, cost,
communications and entertainment benefits of the latest technology We also intend to expand our products and serwices, enhance our
Reward Zone customer loyalty programs and builld on our reputation as a sechd community citizen wath programs such as @15, our
teen-led social change platform, as well as our recycling programs

Connected Digital Sclufrons We plan to help customers transition to a connected digital ifestyle, where they can seamlessly create,
access and share content on the three main screens that are integral to so many lives today the mobile phone, computer and television
This work includes providing access to a wide selection of digital content and applications, offering simple solutions and letting
customers choose both how they want to engage with us and how they manage their digital experiences

international Growth We believe our strategy of customer centnaity has global application, and that by expanding internationally, we
can learn and adapt much maore quickly and share best practices across the globe In fiscal 2010, we plan to place less emphasis on
new store openings in our 13 countnes of operation outside the U S Instead, we intend to focus on getling the most
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out of the assets we already possess, including expanding our Best Buy Mobile concept to existing Canadian stores, integrating our Five
Star and Best Buy operations in China, and delivening on planned synergles in Europe

Efficient and Effectve Enferpnse We plan to become a more effiwent and effective enterpnse by re-engineenng our cost structure to
enable us to deliver on our strategies and goals despite changing market and economic conditions, both now and 1n the future We
believe we can implement and sustan a more efficient cost structure that conserves our resources now and 1s able to progress once the
economic environment recovers We plan to use customer insights te drive our investment decisions, focusing on those with the highest
and most predictable returns We expect our efforts will imit the growth of our costs and expenses by changing how we do our work

Results of Operations

Fiscal 2009 Summary

Net earmings m fiscal 2009 decreased 29% 1o $1 0 billion, or $2 39 per diluted share, compared with §1 4 billion, or $3 12 per diluted
share, in fiscal 2008 The decrease n net earnings was dnven by a comparable store sales decline of 1 3%, detenoration in our SG&A
rate and an increase in restructunng and impairment charges, partially offset by improvement in our gross profit rate

Revenue n fiscal 2009 increased 13% to $45 0 bilion The increase was driven pnmanly by the acquisition of Best Buy Europe, which
contnbuted $3 2 billion of revenue, and the net addition of 214 new stores dunng fiscal 2009 These gans were partially offset by a 1 3%
comparable store sales decline and the impact of unfavorable fluctuations in foreign currency exchange rates

Our gross profit rate in fiscal 2009 increased by 0 5% of revenue to 24 4% of revenue The increase was driven pnmarily by the mdlusion
of Best Buy Europe, which has a normally higher gross profit rate, as well as an improved gross profit rate in our Domestic segment
drven by rate improvements in telewisions and computing and increased sales of higher-margin mobile phones The increase was
partially offset by increased sales of lower-margin notebook computers

Our SG&A rate in fiscal 2009 increased by 1 5% of revenue to 20 0% of revenue The increase was due pnmartly to the inclusion of Best
Buy Europe, which has a normally higher SG&A rate, deleverage of payroll, benefits and overhead on lower revenue, store projects, and
continued expansion of our Intemational businesses Parlially offsetting the increase was lower incentive compensation

In the fourth quarter of fiscal 2008, we recorded $144 million in restructuning and goodwill and tradename impairment charges The
restructunng charges of $78 million related pnmanly to termenation benefits that we incurred in order to reduce our ongoing cost structure
and to support our fiscal 2010 prnontes The goodwill and tradename impairment charges of $66 millon was related to our Speakeasy
business

In accordance with our policy for evaluating investments for other-than-temperary impairment, we detemmined, based on specific facts
and cireumnstances, that our $183 investment in the common stock of CPW had incurred an other-than-temporary impairment
Accordingly, we recerded a $111 million non-cash impairment charge on the investment dunng the therd quarter of fiscal 2009

Dunng the second quarter of fiscal 2009, we completed the conversion of afl of our US Best Buy stores to include a Best Buy Mobile
store-within-a-store expenence Additionally, we added the Best Buy Mohile store-within-a-store-expenence to esght Best Buy Canada
stores dunng fiscal 2009

In June 2008, we sold $500 million pnncipal amount of 6 75% notes due July 2013 The proceeds were used to finance a portion of our
acquisition of Best Buy Eurcpe

Effective with the cash dividend paid in the third quarter of fiscal 2008, we increased our quarterty cash dwvidend per share of common
stack by 8%, lo $0 14 per share Duning fiscal 2009, we made four dndend payments totaling $0 54 per common share, or $222 million
in the aggregate
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Consolidated Results

The followang lable presents selected consolidated financial data for each of the past three fiscal years ($ in millions, except per share amounts)

)

(2

3

4}

Consolidated Performance Summary 200911)2) 2008 2007(3)
Revenue $ 45015 $ 40,023 $ 35,934
Revenue gain % 13% 1% 16%
Comparable store sales % (qg)chne) gan {13)% 29% 50%
Gross profit as % of revenue 24 4% 23 9% 24 4%
SG&Aas % of revenue’ 20 0% 18 5% 18 8%
Operating income $ 1870 $ 2,161 $ 1,999
Operating income as % of revenue 42% 54% 56%
Net eamings $ 1,003 $ 1,407 $ 1377
Diluted earnings per share $ 238 $ 312 $ 278

Inctuded within our operating income for fiscal 2009 15 $78 million of restructuring charges recorded in the fiscal fourth quarter related to
measures we took to restructure our businesses In addition, operating income is inclusive of goodwill and tradename impairment charges of
$66 million related to our Speakeasy business Collectively, these charges resulted in a decrease in our operating income of 0 2% of revenue
for the fiscal year

Included within our net earmngs for fiscal 2009 1s $111 million ($96 mulhon net of tax) of INnvestment iImpairment charges related to our
investment in the common stock of CPW

Fiscal 2007 included 53 weeks Fiscal 2009 and 2008 each Included 52 weeks

Because retailers do not uniformly record costs of operating their supply chain between cost of goods sold and SG&A, our gross profit rate
and SG&A rate may not he comparable to other retailers' corresponding rates For additional information regarding costs classified in cost of
goeds sold and SG&A, refer to Note 1, Summary of Significant Accounting Policies, of the Notes to Consolidated Financial Statements,
included in lem B, Financials Statements and Supplementary Dala, of this Annual Report on Form 10-K

Fiscal 2009 Results Compared With Fiscal 2008

Fiscal 2009 net earmings were §1 0 billion, or $2 39 per diluted share, compared with $1 4 billion, or $3 12 per diluted share, in fiscal 2008 The
decrease in nef earnings was driven by a comparable store sales decline of 1 3%, detenoration in our SG&A rate, and an increase in restructunng
and impairment charges, partally offset by improvement in our gross profit rate

Revenue n fiscal 2009 increased 13% to $45 0 bidlion, compared with $40 0 billion in fiscal 2008 The revenue increase resulted pnmanly from the
acquisition of Best Buy Europe which contnbuted $3 2 tilhion of revenue in the fiscal year, the net addition of 214 new stores dunng fiscal 2009,
and a full year of revenue from new stores added in fiscal 2008 The increase was partially offset by a 1 3% comparable store sales decline and
the unfavorable effect of fluctuations in foreign currency exchange rates

The components of the net revenue increase in fiscal 2009 were as follows
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Acquisition of Best Buy Europe 8%
Net new stores 7%
1 3% comparable store sales decline (%
Unfavorable impact of foreign

currency (1)%
Total revenue increase 13%
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The following table presents consolidated revenue mix percentages and comparable store sales percentage changes by revenue category in fiscal
2009 and 2008

Revenue Mix Summary Comparahle Store Sales Summary
Year Ended Year Ended

February 23, 2009 March 1, 2008 February 28, 2009 March 1, 2008
Consumer electronics 36% 41% 5 )% (1 3)%
Home office o 34% 28% B 2% 71%
Entertainment software 17% 18% 4 9% 7 9%
Apphances 6% €% (10 9}% {286)%
Services % 6% 4 0% 55%
Cther <1% <1% n/a n/a
Total 100% 100% (13)% 29%

Our comparable store sales decline in fiscal 2009 reflected a decrease in customer traffic Partially ofisetting the dechine in traffic was an increase
in the average ticket as our revenue mix continued to shift toward large-ticket tems, such as notebook computers ang mobile phones Products
having the jargest impact on the fiscal 2009 comparable store sales dechne include digital cameras, tube and projection televisions, DVDs and
CDs, partially offset by gains in noteback computers, flat-panel televisions and mobile phones Revenue from cur online operatiens increased
more than 21% i fiscal 2009 and partially offsel the overall comparable store sales decline

Our gross profit rate In fiscal 2009 increased by 0 5% of revenue to 24 4% of revenue The gross profit rate increase for fiscal 2009 was due to
Increases in both our Domestic and International segments' gross profit rates The acquisition of Best Buy Europe ihcreased our gross profit rate
by 0 4% of revenue for fiscal 2009 For further discussion of each segment's gross profit rate changes, see the Segment Performance Summary
for Domestic and International below

Our SG&A rate 1n fiscal 2009 increased by 1 5% of revenue to 20 0% of revenue The SG&A rate increase for fiscal 2009 was due to an increase
in both our Domestic and International segments’ SG&A rates The acguisition of Best Buy Europe increased our SG&A rate by 0 7% of revenue
for fiscal 2009 For further discussion of each segment's SG8A rate changes, see the Segment Performance Summary for Domestic and
International below

Our operating income 1n fiscal 2009 alse included restructuring and goedwli and tradename imparment charges recorded in the fiscal fourth
quarter The $78 million restructunng charge related pnmanly to employee termination benefits offered pursuant to voluntary and involuntary
separation programs at our corporate headquarters and certan other locatons The restructuring charges were recorded as a result of measures
we took to create a more effective and efficient operating cost structure and to support our fiscal 2010 strategic prorties The $66 mullion goodwill
and tradename impairment charges related to impairment of our Speakeasy busmess recorded as a result our annuai test of goedwill for
impairment

Fiscal 2008 Results Compared With Fiscal 2007

Fiscal 2008 net eamnings were slightly mere than $1 4 billion, or $3 12 per diluted share, compared with nearly §1 4 bililon, or $2 79 per diluted
share, in fiscal 2007 The modest Increase in net earmings was dnven by revenue growth and a decrease n our SG&A rate, offsel by a decrease
in our gross profit rate and a regher effective income tax rate The increase in net eamings per diluted share was due pnmaniy to the lower
average number of shares outstanding, resulting from our share repurchases n fiscal 2008

Revenue in fiscal 2008 increased 11% to $40 0 billion, compared with $35 9 billion in fiscal 2007 The increase resuited pnmarly from the net
addition of 137 new Best Buy, Future Shop, Five Star, Pacific Sales and Best Buy Mobile stores dunng fiscal 2008, a full year of revenue from new
stores added n fiscal 2007, a 2 9% comparable store sales gan and the non-comparable store sales generated from the acquisiion of Five Star,
Pacific Sales and Speakeasy The remainder of the revenue Increase was due pnmarily to the favorable effect of fluctuations in
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foreign cumrency exchange rates Excluding the impact of the extra week in fiscal 2007, the net addition of new stores dunng the past fiscal year
accounted for more than one-half of the revenue increase in fiscal 2008, the comparable store sales gain accounted for more than two-tenths of
the revenue increase, the non-comparable store sales generated from the acquisition of Five Star, Pacific Sales and Speakeasy accounted for
more than one-tenth of the revenue increase, and the remainder of the revenue increase was due to the favorable effect of fluctuations in foreign
currency exchange rates

The following table presents consolidated revenue mix percentages and comparable store sales percentage changes by revenue category in fiscal
2008 and 2007

Revenue Mix Summary Comparable Store Sales Summary
Year Ended Year Ended

March 1, 2008 March 3, 2007 March 1, 2008 March 3, 2007
Consumer electronics _ 41% . 42% (1 3% 91%
Home office 28% 27% 71% 00%
Entertainment software 19% 18% 79% .. 32%
Applances . 6% . 6% {(26)% (0 B)%
Services 6% . 6% 5 5% 9 5%
Qther <1% <1% n/a n/a
Total . 100% 100% 29% 5 0%

Our comparable store sales gain in fiscal 2008 benefited from a higher average transaction amount dnven by the continued growth in higher-ticket
items, including videc garming hardware, flat-pane! televisions and notebook computers Products having the largest impact on our fiscal 2008
comparable store sales gain included video gaming hardware and software, notebook computers, flat-pane! telewisions and navigation products
An increase in online purchases also contributed to the fiscal 2008 comparable store sales gain Revenue from our online aperations increased
more than 25% in fiscal 2008 and added to the overall comparable store sales increase

Qur gross profit rate in fiscal 2008 decreased by 0 5% of revenue to 23 9% of revenue The decrease was due pnmanly to increased sales of
lower-margin praducts, ncluding increased revenue from notebook computers and video gaming hardware Our acquired China operations, which
carty a significantly lower gress profit rate than our other operations, reduced our gross profit rate in fiscal 2008 by approxsmately 0 2% of revenue
These factors were partially offset by better promotional programs in home theater, as well as lower financing rates and Reward Zone costs

Our SG8A rate in fiscal 2008 decreased by 0 3% of revenue to 18 5% of revenue The improvement was due pnmanly to the leveraging effect of
the 11% growth in revenue and store operating mode! improvements Qur acquired China operations, which camy a significantly lower SG&A rate
than our other operations, reduced our SG&A rate by approximately 0 1% of revenue nfiscal 2008
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Segment Performance
Domestic

The following table presents selected financial data for our Domestic segment for each of the past three fiscal years (3 in milltons)

Domestic Segment Performance Summary 20091 2008 20072
Revenue $ 35,070 $ 33,328 § 31,03
Revenue gain % 5% 7% 13%
Comparable store sales % (decline) gain {13)% 19% 41%
Gross profit as % of revenue 24 6% 24 5% 24 8%
SG&A as % of revenue 19 2% 18 5% 18 7%
Operating ncome § 1,758 $ 1,999 $ 1,900
Operating Income as % of reveriue 50% 5 0% 61%

4]
Included within our Domestic segment operating income for fiscal 2009 is $72 mullion of restructuring charges recorded in the fiscal fourth
quarter related to measures we took to restructure our businesses In additton, operating income 1S inclusive of goodwill and tradename
impairment charges of $66 million related to our Speakeasy business

(2
Fiscal 2007 included 53 weeks Fiscat 2009 and 2008 each included 52 weeks

Fiscal 2009 Results Compared With Fiscal 2008

In fiscal 2009, our Domestic segment's operating income was $1 8 billion, or 5 0% of revenue, compared with $2 0 billion, or 6 0% of revenue, In
fiscal 2008 The Domestic segment's operating income rate in fiscal 2009 decreased due to an increase in the SG&A rate as well as restructunng
and goodwill and tradename impairment charges, pariially offset by a slight increase in the gross profit rate

Our Domestic segment's revenue In fiscal 2009 increased 5% to $35 1 billon The net addition of 136 new stores contributed to the revenue
increase, partially offset by the 1 3% comparable store sales dechne

The components of the net revenue increase In the Domestic segment in fiscal 2009 were as follows

Net new stores 6%
1 3% comparable store sales decline (1)%
Total revenue increase ' 5%

The following table presents the Domestic segment's revenue mix percentages and comparable store sales percentage changes by revenue
category in fiscal 2008 and 2008

Revenug Mix Summary Cornparable Store Sales Summary
Year Ended Year Ended

February 28, 2009 March 1, 2008 February 28, 2009 March 1, 2008
Consumer electronics 39% 41% {5 8)% {2 4Y%
Home office 31% 28% 10 4% 70%
Entertainment software 19% 20% (5 9% 61%
Appliances 5% 5% {15 4)% (5 0)%
Services 6% 6% 4 1% 41%
Other <1% <1% nfa n/a
Total 100% 100% {13)% 19%

Qur Domestic segment's comparable store sales decline in fiscal 2009 reflected a decrease in customer lraffic, partally offset by an increase in
the average ticket

Our Domestic segment's consumer elecironics revenue category posted a 5 8% comparable store sales dedine, dnven by dechines in the sales of
digital cameras, tube and projecton televisions and MP3 players and accessones, which were partially offset by gains in the sales of flat-panel
televisions

A 10 4% comparable store sales gain in our Domestic segment's home office revenue category was dnven
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primarily by a continuation of increases in the sales of notebook computers and mobile phones

Our Domestic segment's entertainment software revenue category recorded a 5 9% comparable store sales dechne due primanly to continued
declines in the sales of DVDs and CDs The comparable store sales decline was partally offset by gains 1n the sales of video gaming hardware
and software, fueled by the increased availability of hardware and a greater selection of software

A 15 4% comparable store sales decline in our Domestic segment's applances revenue category was driven pnmanly by declines in the sales of
major appliances and small electncs due to weakness in the housing sector

Our Domestic segment's services revenue category recorded a 4 1% comparable store sales gain due primanly to growth in the sales of service
contracts and extended warranties and in our product repair business

Our Domestic segment's gross profit rate in fiscal 2009 increased by 0 1% of revenue to 24 6% of revenue The increase was due pnmanly to
margin rate improvements in our television and computing categones and increased sales of higher-margin products within our mobile phone
category, partially offset by a continued shift in our revenue mix to sales of lower-margin notebook computers

OCur Domestic segment’s SG&A rate in fiscal 2009 increased by 0 7% of revenue to 19 2% of revenue The increase was due pnmanly {o the
deleveraging impact of lower comparable store sales on payroll, benefits and overhead, increased spending on mvestments, including the roll-out
and staffing of the Best Buy Mobile store-within-a-store expenence, and store projects such as resets of the navigation products, computing and
video gaming sefling spaces and information technology enhancements to our point-of-sale systems Partally offsetting the increase was lower
incentive compensation as a result of lower profitabihty

Our Domestic segment's operating ncome in fiscal 2008 also included restructuning, goodwill and tradename impairment charges recorded in the
fiscal fourth quarter The $72 millon restructunng charge related primanly to employee termination benefits offered pursuant to voluntary and
involuntary separation plans at our corporate headquarters and certain other locations The $66 milhon goodwill and tradename impairment was
recognized within our Speakeasy busmess, as a result of our annual test of gocdwill for mparment The impairment charges consist of a

$62 million goodwill impairment and $4 milien tradename impairment The principal factor that contributed to the impairments was changes to our
expectations of Speakeasy's revenue growth relative to the assumptions we made tn the pnor fiscal year

The following table reconciles Domestic stores open at the beginning and end of fiscal 2009

Note Dunng fiscal 2009, we relocated six Best Buy stores No other store in the Domestic segment was relocated during fiscal 2009
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Total Total
Stores at Stores at
End of Stores Stores End of
Fiscal 2008 Opened Closed Flscal 2009
Best Buy 923 100 — 1,023
Best Buy Mobile 9 32 (&) 38
Paaific Sales 19 15 — 34
Magnolia Audie Video 13 _ ()] 6
Geek Squad 7 fe—c Ty ‘8,
Total Domestic stores 971 147 (1) 1,107
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The following table reconciles Domestic stores open at the beginning and end of fiscal 2008

Total Total

Stores at Stores at

End of Stores Stores End of

Fiscal 2007 Opened Closed Fiscatl 2008

Best Buy 822 101 — 923
Best Buy Mobile 5 4 - g
Pacific Sales 14 5 - 19
Magnolia Audio Video 20 — {7) 13
Geek Squad 12 — {5} 7
Total Domestic stores 873 110 (12} 971

Note Dunng fiscal 2008, we relocated exght Best Buy stores  No other store in the Domestic segment was relocated dunng fiscal 2008

Fiscal 2008 Results Compared With Fiscal 2007

In fiscal 2008, our Domestic segment's operating income was $2 0 bilion, or 6 0% of revenue, compared with $1 9 billion, or 6 1% of revenue, in
fiscal 2007 The Domestic segment's operating income rate in fiscal 2008 benefited from revenue gains and animprovement In the SG&A rate,
parhally offset by a decrease in the gross profit rate

Qur Domestic segment's revenue In fiscal 2008 increased 7% to $33 3 billion Excluding the impact of an extra week of business in fiscal 2007,
revenue increased 9% in fiscal 2008 Excluding the impact of the exira week, the net additon of new stores accounted for nearty eight-tenths of
the revenue increase in fiscal 2008, the 1 9% comparable store sales gain accounted for nearly two-tenths of the revenue mncrease, and the
remainder of the revenue increase was due to the non-comparable store sales generated from the acquisition of Speakeasy

The following table presents the Domestic segment's revenue mix percentages and comparable store sales percentage changes by revenue
category in fiscal 2008 and 2007

Revenue Mix Summary Comparable Store Sales Summary
Year Endod Year Ended

March 1, 2008 March 3, 2007 March 1, 2008 March 3, 2007
Consumer electronics 41% | 42% (2 4)% 8 3%
Home office 28% 27% 7 0% 1 2)%
Entertainment scftware 20% 19% 61% 24%
Applhances i 5% _ 6% (50)% {1 "%
Services 6% 5% 41% 80%
Other <1% <1% nfa nia
Total 100% 100% 19% ) 41%

Our Domestic segment's comparable store sales gain in fiscal 2008 benefited from a higher average transacton amount dnven by the continued
growth in sales of higher-ticket tems, including widee gaming hardware, flat-panel televisions and notebook computers Also contributing to the
fiscal 2008 comparable store sales gan was an increase 1n onfine purchases, as we continued to add features and capabiliies to our Web sites,
including the launch of a Spanish-language version of BestBuy com and the ability of our loyalty club members lo redeem Reward Zone
certificates online Revenue from our Domestic segment's online operations increased approximately 30% i fiscal 2008 and added to the overall
comparable store sales increase

Our Domestic segment's consumer elecironics revenue category posted a 2 4% comparable store sales decline, dnven by dechnes in the sales of
tube and projection televisions and MP3 players and accessones, which was offset by gains in the sales of flat-panel televisions and navigation
products

A7 0% comparable store sales gain in our Domestic segment's home office revenue category was daven prmanly by increased sales of notebook
computers The
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comparable store sales gain was parhally offset by declines in the sales of desktop computers, printers and monitors

Our Domestic segment's entertainment software revenue category recorded a 6 1% comparable store sales gain due pnmanly to sales growth in
video gammng hardware and software, fueled by the increased availlability of hardware and a greater selection of software The comparable store
sales gain was partially offset by continued dechines in the sales of CDs and DVDs

A5 0% comparable store sales decline in our Domestic segment's appliances revenue category was driven pnmarnly by declines in the sales of
major appliances and small electrics due to soft macro-economic condittons in the housing sector

Our Domestic segment’'s services revenue category recorded a 4 1% comparable store sales gamn due pnmarily to sales growth in home theater
installation and computer services, parlially offset by declines in the sales of service contracts and extended warranties

Qur Domestic segment’s gross profit rate in fiscal 2008 decreased by 0 3% of revenue 10 24 5% of revenue The decrease was due pnmanly to a
fower-margin revenue mix, including increased revenue from wideo gaming hardware and notebook computers These declines were partially
offset by better prometional spending in home theater, music and movies, as well as lower financing rates and Reward Zone costs

Our Domestic segment's SG&A rate in fiscal 2008 decreased by 0 2% of revenue to 18 5% of revenue The improvement was due pnmanly to the
leveraging effect of the 7% growth in revenue and store operating model improvements, which ncludes labor efficiencies and an operating
procedure change

International

The following table presents selected financial data for our intemational segment for each of the past three fiscal years ($ in millions)

Internatlonal Segment Performance Summary 20091 2008 2007
Revenue . . . . . $ 9945 . § 6,695 T $* 4,903
Revenue gain % _ i Y o . 49% 37% 4M%
Comparable store’sales % (décline) gan™ =~ __ L T .. Y J(09% . . 90% . M 7%,
Gross profitas % ofrevenue | .. e . 23 9% 207% 216%
SGB8A as.% of revenue . - Y R A e FT227% 7 118 3%~ 19 6%
Operating 1ncome i $ 12 $ 162 $ 99
Operating income as % of revenue : ! 1% - 2 4% 20%"

o]
Included within our International segment's operating income in fiscal 2009 i1s $6 million of restructunng charges recorded in the fiscal fourth
quarter related to measures we took to restructure our businesses The charges represent termination benefits in our Canada businesses

{2)
Fiscal 2007 included 53 weeks Fiscal 2009 and 2008 each included 52 weeks

Fiscal 2009 Results Compared With Fiscal 2008

In fiscal 2009, our Intemational segment's operating income was $112 million, or 1 1% of revenue, compared with $162 mithion, or 2 4% of
revenue, In fiscal 2008 The decrease in our International segment's aperating mcome rate resulted pnmanly from detenoration i the SG&A rate,
partially offset by improvement in the gross profit rate

Our International segment's revenue increased 49% to $9 9 billion in fiscal 2009, compared with $6 7 bilhon in fiscal 2008 Excluding the
acquisition of Best Buy Europe, which had revenue of $3 2 billion mn fiscal 2009, and the effects of fluctuations in foreign currency exchange rates,
our intemational segment's revenue increased 5% in fiscal 2009 compared with fiscal 2008 In fiscal 2009, excluding the acquisition of Best Buy
Europe and the effect of fluctuations in foreign currency exchange rates, the net addibon of 78 new stores (of which 51 were Best Buy Europe
stores) accounted for the entire increase In revenue, partially offset by a 0 9% comparable store sales decline The decrease in comparabie store
sales was the result of a 1 2% decline in comparable store sales n Canada, and a 0 1% comparable store sales decline in China
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The components of the net revenue increase in fiscal 2009 were as follows

Acquisition of Best Buy Europe 48%
Net new stores 6%
0 9% comparable store sales decline 1Y%
Unfavorable impact of foreign currency {4)%
Total revenue increase 49%

The following table presents the International segment's revenue mix percentages and comparable store sales percentage changes by revenue
category in fiscal 2009 and 2008

Revenue Mix Summary Comparable Store Sales Summary
Year Ended
Year Ended

February 28, 20091} March 1, 2008 February 2§, 2009 March 1, 2008
Consumer electronics 26% 39% {0 D% 54%
Home office 45% 30% (27)% 77%
Entertainment software 9% 13% 33% 237%
Apphances 10% 13% (22)% 6 5%
Services 10% 5% 31% 147%
Other <1% <1% n/a nia
Total 100% 100% (0 N% 90%

(1
The International segment's revenue mix changed significantly beginning in the third quarter of fiscal 2009 due to our acquisition of Best Buy
Europe Best Buy Europe comprised 32% of the International segment’s revenue in fiscal 2009 The majority of Best Buy Europe’s business 18
the sale of mobile phones and acting as an agent to sell mobile voice and data service plans, which are included in our home office revenue
category In addition, Best Buy Europe offers mobile phone insurance and other motnle and fixed-hne telecommunication services, which are
included in our services revenue category As a result, the internationa! segment's home office and services revenue categones have
increased substantally, resulling in a lower mix percentage for the segment's consumer electronics, entetainment software and apphances
revenue categories

The products having the largest impact on our Intemational segment's comparable store sales decline in fiscal 2009 were projection and tube
televistons, computer monitors and pnnters partially offset by gans in wideo garming hardware and software and flat-panel telewisions

In fiscal 2009, our Intemational segment's consumer electronics revenue calegory posted a 0 9% comparable store sales decline resulting
primarily from declines in the sales of projection and tube TVs and MP3 players and accessones, partally ofiset by gains in the sales of flat-panel
televisions ang navigation products The hame office revenue category posted a 2 7% comparable store sales decline, which resulted from
comparable store sales deciines In the sales of computer monitors and printers, partially offset by & gain 1n the sales of notebook computers The
entertainment software revenue category recorded a 3 3% comparable store sales gan reflecting an increase in the sales of video gaming
hardware and software, partially offset by a decline in the sales of CDs and DVDs The appliances revenue category recorded a 2 2% comparable
store sales decline resulting pnmanly from decreases in the sales of major appliances and small electncs in our Five Star operations Our services
revenue category posted a 3 1% comparable store sales gain due prmanly to an increase in revenue from our product repatr business

Our Intemational segment's gross prafit rate in fiscal 2008 increased by 3 2% of revenue to 23 9% of revenue The acquisition of Best Buy Europe
increased our Intemational segment’s gross profit rate by 3 0% of revenue n fiscal 2009 Excluding the acquisdion of Best Buy Europe, the
maodest gross profit rate increase was pnmanly dniven by improved promotional control and other gross profit optumization initiatives in China, as
well as the stabilization of the gross profit rate in Canada

Our Intemational segment's SG&A rate n fiscal 2009 increased by 4 4% of revenue to 22 7% of revenue  The acquisttion of Best Buy Europe
increased our Intemational segment's SG&A rate by 3 3% of revenue in fiscal 2009 Excluding the acquisition of Best Buy Europe, the increase in
the International segment's SG&A rate was pnmanly
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dniven by the deleveraging impact of the comparable store sales decline on payroll, benefits and overhead costs, ptanned investments in China,
Mexico and Turkey for future store expansion and new store start-up, inflationary pressures on rent and other operating costs in China, and
information technelogy and customer analytic investments to support our international growth

The foliowing table reconciles International stores open at the beginming and end of fiscal 2009

Total Total

Storas at Stores at

End of Stores Stores Stores End of

Fiscal 2008 Opened Acquired Closed  Fiscal 2009

Best Buy Eurcpe -— 105 2414 (54) 2,465
Future Shop 131 ] — [§)] 138
Best Buy Canada 51 7 -— - 58
Best Buy Mobile Canada —_ 3 —_ —_ K
Five Star 160 9 — (5) 164
Best Buy China 1 4 _ - 5
Best Buy Mexico _ 1 — — 1
Total International stores 343 138 2,414 (60) 2,835

Note During fiscal 2009, we relocated 20 Best Buy Europe stores, six Future Shop stores and two Five Star stores No other store m the International
segment was relocated dunng fiscal 2009

The following table reconciles International stores open at the beginring and end of fiscal 2008

Total Total

Stores at Stores at

End of Stores Stores Stores End of

Fiscal 2007 Opened Acquired Closed  Fiscal 2008

Future Shop 121 10 — —_ 3
Best Buy Canada 47 4 - - 51
Five Star 135 k3| —_ (6) 160
Best Buy China 1 — — — 1
Totat international stores 304 45 — (6) 343

Note During fiscal 2008, we relocated one Future Shop store No other store in the International segment was relocaled dunng fiscal 2008

Fiscal 2008 Results Compared With Fiscal 2007

In fiscal 2008, our Intemational segment's operating income was $162 million, or 2 4% of revenue, compared with $99 million, or 2 0% of revenue,
i fiscat 2007 The increase in our International segment's operating income resulted pnmanly from revenue gains and a significant improvement
in the SG&A rate These factors were partially offset by a decrease in the gross profit rate

Our International segment’s revenue increased 37% to $6 7 billton in fiscal 2008, compared with $4 9 billion in fiscal 2007 Excluding the impact of
the exira week of busingss in fiscal 2007, revenue increased 38% in fiscal 2008 Excluding the impact of the extra week, the favorable effect of
fluctuations n foreign currency exchange rates accounted for shightfy more than three- tenths of the revenue increase, the non-comparable store
sales generated from the acquisiion of Five Star accounted for nearly three-tenths of the revenue increase, the 8 0% comparable store sales gain
accounted for more than two-tenths of the revenue increase, and the remainder of the revenue increase was due to the net addition of new Future
Shop and Best Buy stores in Canada and new Five Star stores in China dunng the past fiscal year Revenue from our International segment's
online eperations increased approximately 12% n fiscal 2008 and added to the segment's comparable store sales increase
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The following table presents the International segment's revenue mex percentages and comparable store sales percentage changes by revenue
calegory i fiscal 2008 and 2007

Revenue Mix Summary Comparable Store Sales Summary
Year Ended Year Ended

March 1, 2008 March 3, 2007 March 1,2008 March 3, 2007
Consumer electronics 39% 41% 54% 15 7%
Home office 30% 32% 7 7% ) 7 4%
Entertainment software 13% 12% 23 7% 11 3%
Appliances 13% 10% 6 5% 80%
Services 5% 5% 14 7% 13 8%
Other <1% <1% n/a nfa
Total '100% . 100% 90% ) 11 7%

Our International segment's comparable store sales gain tn fiscal 2008 reflected an increase in the average fransaction amaount, which was driven
by continued growth in the sales of higher-pnced products The products having the largest positive effect on our International segment's
comparable store sales gan were video gaming hardware and software, flat-panel televisions, notebook computers and navigation products
Growth In the sales of these products was partially offset by comparable store sales deciines 1n projection and tube televisions, computer software
and CDs

In fiscal 2008, our Infernational segment’s consumer efectronics revenue category posted a 5 4% comparable store sales gain resuling pnmanly
from gains in the sales of flat-panel televistons, navigation products and digital cameras, parbally offset by declines in the sales of tube and
projection televisions and MP3 players and accessenes The home office revenue category posted a 7 7% comparable store sales gain, which
resulted from comparable store sales gans in notebook and deskiop computers, partrally offset by a decline in the sales of mobile phones The
entertainment software revenue category recorded a 23 7% comparable store sales gain reflecting an increase in the sales of wdeo gaming
hardware and software, partially offset by an expected decline in the sales of computer software and CDs The applrances revenue category
recorded a 6 5% comparable store sales gain resulting primarily from increases in the sales of appliances in owr Five Star operations, where
appliances represent a larger percentage of the sales and whose resulls were included in the comparable store sales figures for the first trme in
fiscal 2008 Our senvices revenue calegory posted a 14 7% comparable store sales gan due primanly to an increase In revenue from our product
repair business

Our International segment's gross profit rate in fiscal 2008 decreased by 0 9% of revenue to 20 7% of revenue Our China cperations, which
operate at a significantly lower gross profit rate than our Canada operations, reduced our International segment's gross profit rate by
approximately 0 7% of revenue in fiscal 2008 The remainder of the decrease n our Intemational segment's gross profit rate was due pamanly to
the increased sales of lower-margin products in both our Canada and China operations, which was partially offset by rate improvements in certain
product categaries as well as lower financing costs in Canada

Our International segment's SG&A rate in fiscal 2008 decreased by 1 3% of revenue to 18 3% of revenue Our China operations, which carry a
significantly lower SG&A rate than our Canada operations, reduced our Intemational segment's SG8A rate by spproximately 0 5% of revenue in
fiscal 2008 The remainder of the imprevement in our Internattonal segment's SG&A rate was due pnmarly to the leveragmg effect of the 37%
growth In revenue and continued focus on SG&A optimization iniiatives Partally offsetting the decrease were continued costs incurred for
infrastructure investments in China, the build-out of an international support team and the start-up costs for entry into Mexico and Turkey

Additional Consolidated Results

Other Income (Expense)

Our mvestment income and other in fiscal 2009 decreased to $35 millien, compared with $129 million and $162 milhion in fiscal 2008 and 2007,
respectively The decrease 1n fiscal 2009 compared to fiscal 2008 was due to the impact of lower average cash and investrment balances, as

investments were fiquidated to fund our acquisition of Best Buy Europe in fiscal 2009, as well as
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lower interest rates earned on our cash and investment balances in fiscal 2008 The decrease 1n fiscal 2008 compared to fiscal 2007 was due to
the impact of lower average cash and investment balances, as investments were liquidated to fund our ASR program In fiscal 2008 We also had a
one-time $20 million gain on the sale of an equity investment in fiscal 2007

Interest expense In fisca! 2009 increased to $94 million, compared with $62 milion and $31 million in fiscal 2008 and 2007, respectively The
increase n fiscal 2009 compared to fiscal 2008 was due pnmanly 1o increased borrowings under our credit facilities, higher debt balances related
to the purchase of Best Buy Europe and greater working capital needs in fiscal 2009 The increase in fiscal 2008 compared to fiscal 2007 was due
primanly to increased borrowings under our credit facilities to fund our ASR program in fiscal 2008

Investment Impairment

Dunng the second quarter of fiscal 2008, we purchased in the open market 26 1 mullion shares of CPW common stock for $183 miflion,
representing nearly 3% of CPW's then outstanding shares in accordance with our pelicy for evaluating invesiments for imparrment, we
determined, based on specific facts and circumstances, that our investment in CPW had incurred an other-than-temporary impairment in the third
quarter of fiscat 2009, resulting 1n a $111 milllon impairment charge

Effective Income Tax Rate

Qur effective Income tax rate increased to 39 6% In fiscal 2009, compared with 36 6% i fiscal 2008 and 35 3% n fiscal 2007 The increase In the
effective iIncome lax rate in fiscal 2009 compared to fiscal 2008 was due pnmanly to the other-than-temporary mpairment of our investment in the
common stack of CPW and the non-deductibility of our $62 million goodwill impairment charge The increase in the effective income tax rate in
fiscal 2008 compared to fiscal 2007 was due pnimarily to a reduced tax benefit from foreign operations, lower tax-exempt interest income and an
Increase mn state income taxes

Impact of Inflation and Changing Prices

Highly competitive market conditions and the general economic environment minmized inflation’s impact on the seling pnces of our products and
senvices, and on our expenses In addition, price deflation and the continued commaoditization of key technofogy products affected our ability to
mncrease our gross profit rate

Liquidity and Capital Resources
Summary

We ended fiscal 2009 wath $509 million of cash and cash equivalents and short-term investments, compared with $1 5 billion at the end of fiscal
2008 Qur short-term debt outstanding under our varous credit agreements was $783 milhon, an increase from $156 million at March 1, 2008 The
decrease In cash and cash equivalents and increase in short-term debt was due pnmanly to the hquidation ¢f a substantial portion of our cash and
investment balances to fund our acqusihions of Best Buy Eurepe, Napster and the remaining 25% interest in Five Star and for normal working
capital needs in fiscal 2009

Working capital, the (deficiency) excess of current assets over current habiliies, was $(243) millon at the end of fiscal 2009, down from
$573 million at the end of fiscal 2008

Cash Flows

The following table summanzes our cash flows from operaiing, investing and financing activties for each of the past three fiscal years ($ in
millions)

2009 2008 2007

Total cash provided by (used n) j
Operating activities $ 1877 § 2025 $1,762
Investing activities (3,573} 1,464 (780}
Financing activities 737 (3,378) (513)
Eifect of exchange rate changes on cash 19 122 {12)
(Decreasehincrease in cash and cash equivalents $ (940) $ 233 § 457
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Cash provided by operating activities was $1 9 billion in fiscal 2009, compared with $2 0 billon and $1 8 bitlien in fiscal 2008 and 2007,
respectively The decrease in fiscal 2009 was due pnmanly to changes in accounts recervable, merchandise inventores, other assets, other
llabiities and accrued income taxes The decrease in cash prowided by accounts receivable was due to the timing of the receipt of customer and
network operator recevables in our Europe business {reported on a two-month lag), which are typically collected subsequent to the December
month-end The increase 1n cash used for other assets was due pnmarily to increases in restncted cash balances as well as a decrease in cash
provided by long-term receivables associated with our Europe busmess due to timing of collection In addition, we had increases in cash used for
other labilibes due pnmanly to the tming of payments of payroll and employer taxes and other accruals as well as a decrease in cash provided by
gift card sales Finally, the increase in cash used for accrued income taxes was due to the tming of tax payments These changes were largely
offset by the decrease in cash used for merchandise inventones due to our efforts to control inventory spending given changes in consumer
demand expenenced in the latter half of fiscal 2009

investing Activities

Cash used tn investing activites was $3 6 billion in fiscal 2009, compared with cash prowided by imvesting actiwties of $1 5 bilhon in fiscal 2008
and cash used in investing activities of $780 millien i fiscal 2007 The change in cash used In investing activities in fiscal 2009, compared with
cash provided i fiscal 2008, was due to a decrease in the net sales of iInvestments of $2 3 billion and increases in cash used for acquisition
activities and capital expenditures We lquidated & substantial portion of our mvestment portfolio 1n fiscal 2008 in order to repay debt incurred to
fund our ASR program We acquired Besl Buy Europe, Napster and the remaining 25% interest in Five Star for an aggregate $2 3 bilion in fiscal
2009 and Speakeasy for $89 million in fiscal 2008 in addition, capital expenditures n fiscal 2009 increased to $1 3 billion, compared to

$797 million in fiscal 2008 Refer to Capifal Expenditures below for additional information

Financing Actlvities !

Cash provided by financing actvities was $737 million in fiscal 2009, compared with cash used of $3 4 billion and $513 mullion in fiscal 2008 and
2007, respectively The change in cash prowided by financing activibies in fiscal 2009, compared with cash used in financing activities in fiscal
2008, was due pnmanly to a decrease In repurchases of our common stock Durng fiscal 2009, we did not repurchase any of our common stock,
compared with repurchases of $3 5 billien in share repurchases In fiscal 2008 Also, proceeds from the 1ssuance of debt, net of repayments, were
$894 million in fiscal 2009, compared with $133 million 1n fiscal 2008 In fiscal 2009, we engaged in vanous debt financing activities in connection
with our acquisition of Best Buy Europe

Sources of Liquidity

Funds generated by operating activities, available cash and cash equivalents, and our credst facilities continue fo be aur most significant sources
of iquidity We believe our sources of iquidity will be sufficient to sustain operations, including restructuring costs, and to finance anticipated
expansion plans and strategic inibatives in fiscal 2010 However, in the event our iquidity 1s insufficient, we may be required to imut our future
expansion plans or we may not be able to pursue promising business opportunities There can be no assurance that we will continue to generate
cash flows at or above current levels or that we will be able to maintain our ability to borrow under our existing credit faciliies or obtan additional
finaneing, if necessary, on favorable terms

Pursuant to the Credit Agreement, we have a $2 5 billion five-year unsecured revalving credit facility with a syndicate of banks, of which

$162 million was outstanding at February 28, 2009 The Credit Agreement penmits borrowings up to $2 5 bdlion, which may be increased up fo

$3 0 tllion at our option upen the consent of the administrative agent under the Credit Agreement and each of the banks providing an incremental
credit commitment The Credit Agreement terminates in September 2012 At April 27, 2009, we had $275 outstanding under the facility

In September 2008, Lenman Brothers Holdings In¢ (“Lehman®) filed a petiton under Chapter 11 of the U 8 Bankrupicy Code A subsidiary of
Lehman, Lehman CPI, 1s one of the lenders under the Credit Agreement and represents a commitment of $180 milkon  Since
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September 2008, Lehman CFI has declined requests for funding under the Credit Agreement and no other lender has assumed Lehman CPI's
obligation to fund As a result, our borrowing base of $2 5 billion has been effectively reduced by $180 milkon

We have $879 million availlable for borrowing under secured and unsecured revolving demand and credit faciliies related to our International
segment operations, of which $621 million and $36 million was outstanding at February 28, 2009, and March 1, 2008, respectively

Our ability to access our credit facilities 15 subject to our compliance with the terms and conditions of the credsd faciliies, including financial
covenants The financial covenants require us to mantain certain financial ratios At February 28, 2009, we were in comphance with all such
covenants [n the event we were to default on any of our other dehft, it would likely constitute a default under our credit faciiies as well

An interest coverage ratio represents the ratio of pre-tax eamings before fixed charges (interest expense and the interest portion of rent expense)
to fixed charges Our interest coverage ratio, calculated as reported in Exhibit No 12 1 of this Annual Report on Form 10-K, was 5 5 and 8 9.in
fiscal 2009 and 2008, respectively

Our credit ratings and outlooks at Apnl 27, 2008, are summarized below The rating 1ssued by Moody's Investors Service, Inc ("Moody’s") Is
consistent with the rating and outlook reported in our Annual Report on Form 10-K for the fiscal year ended March 1, 2008 In November 2008,
Fitch Ratings Ltd ("Fitch") reaffirmed our BBB+ rating, but assigned a negative outlook because it believed declines in our comparable store sales
were sigrificant In November 2008, Standard & Poor's Ratings Services ("Standard & Poor's") downgraded our rating 1o BBB- and assigned a
stable outlook due to the current weak economic environment in the U S This downgrade has not impacted our borrowang costs

Rating Agency Rating Qutlook
Fitch 8BB+ Negatie
Moody's Baa2 Stable
Standard & Poor's 8BB- Stable

Factors that can affect our credit ratings include changes in our operating performance, the ecenomic environment, conditions in the retail and
consumer electronics industnies, our financial position, and changes in our business strategy We are not aware of any reasonable circumstances
under which our credit ratings would be significantly downgraded If a downgrade were to occur, it could adversely impact, among other things, our
future borrowing costs, access to capital markets, vendor financing terms and future new-store occupancy costs In addition, the conversion nghts
of the holders of our convertible debentures could be accelerated If our credit ratings were to be downgraded

Auction Rate Securities and Restricted Cash

At February 28, 2009, and March 1, 2008, we had $314 mihon and $417 milhon, respectively, of auction-rate secunties ("ARS") recorded at fair
value within equity and other investments in our consolidated balance sheets The majonty of our ARS portfolio 1s AAA/Aaa-rated and
collateralized by student loans, which are guaranteed 95% to 100% by the U S govemment See Note 3, invastments, in the Notes to
Consohdated Financial Statements, included i Rem 8, Financral Statements and Supplementary Data, in this Annual Report on Form 10-K for
mere information

Due to the auction fallures that began in mid-February 2008, we have been unable to liquidate many of our ARS The investment prncipal
associated with our ARS subject to falled auctions will not be accessible until successful auctions oceur, a buyer s found outside of the auction
process, the 1ssuers establish a different form of financing to replace these secunties, or final payments come due according to the contractual
matunties of the debt 1ssues, which range from 8 to 40 years We intend to hold our ARS until we can recover the full pnnaipal amount through one
of the means descnbed above, and have the ability to do so based on our other sources of lquidity

Our hquidity 1s also affected by restncted cash that 1s pledged as collateral or restncted to use for vendor payables, general lability insurance,
workers' compensation insurance and customer warranty and Insurance programs Reslincted cash was $487 million and $308 mellion at
February 28, 2009, and March 1, 2008, respectively, and was included in other current assets

Capital Expenditures

A component of our long-term strategy 15 our capital expenditure program This pragram includes, among other thirgs, investments in new stores,
store remodeling, store relocations and expansions, new distnbution facilities and information technology enhancements Duning fiscal 2009,
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we invested $1 3 billion i property and equipment, including opening 285 new stores, adding Best Buy Mobile store-wathin-a-store expenences
nside new and existing Best Buy stores in the U $ and Canada, expanding and remodeling existing stores, and upgrading our mnformation
technology systems and capabilites Capital expenditures are funded through cash provided by operating actviies, as well as available cash and
cash equivalents and short-term investments

The following table presents our capital expenditures for each of the past three fiscal years ($ in millions)

2009 2008 2007

New stores 1 $ 387 $267 $253
Store-related pro;ects( 333 222 251
Information technology 494 259 121
Other 89 49 108
Total capital expenditures $1,303 §797 §733

o]
Includes store remodels and expansions, as well as varlous merchandising projects

Debt and Capital
6 75% Notes

In June 2008, we sold $500 million principal amount of notes due July 15, 2013 ("Notes") The Notes bear interest at a fixed rate of 6 75% per
year, payable semi-annually on January 15 and July 15 of each year, beginning on January 15, 2008 The mnterest payable on the Notes is subject
to adjustment If either Moody's or Standard & Poor's downgrades to below investment grade the rating assigned to the Notes Net proceeds from
the sale of the Notes were $496 million, after an inibal 1ssuance discount of approximately $1 million and other ransactian costs

We may redeem some or all of the Notes at any time, at a pnce equal to 100% of the principal amount of the Notes redeemed plus accrued and
unpaid interest to the redemption date and an applicable make-whole amount as described in the indenture relating to the Notes

In October 2008, we filed a registration statement under the Secunties Act to permit either the exchange of the Notes for registered notes having
terms substantally identical to the Notes (except that the registered notes would not be subject to additional interest prowisions or restnctions on
ownership ar transfer) or, in the alternative, the registered resale of the Notes The registration statement was declared effectve on December 15,
2008

The Motes are unsecured and unsubordinated obligations and rank equally wath all of our other unsecured and unsuberdinated debt The Notes
contain covenants thal, among other things, imit our ability and the ability of our North Amencan subsidianes to incur debt secured by hiens, enter
into sale and lease-back transactions and, in the case of such subsidianes, incur debt

Convertible Debentures

In January 2002, we sold convertible subordinated debentures having an aggregate principal amount of $402 milion The proceeds from the
offering, net of $6 million in offenng expenses, were $396 mulion The debentures mature in 2022 and are callable at par, at our oplion, for cash on
or after January 15, 2007

Helders may require us to purchase all or a portion of their debentures on January 15, 2012, and January 15, 2017, al a purchase pnce equal to
100% of the prnncipal amount of the debentures plus accrued and unpaid interest up to but not including the date of purchase We have the option
to settle the purchase pnce in ¢ash, stock, or a combination of cash and stock On January 15, 2007, holders had the option to require us to
purchase all or a portion of their debentures, at a purchase pnce equal to 100% of the prncipal amount of the debentures plus accrued and unpaid
interest up to but not including the date of purchase However, no debentures were so purchased

The debentures become convertible into shares of our common steck al a converston rate of 24 7391 shares per $1,000 pnnaipal amount of
debentures, equivatent to an initial conversion pnce of $46 00 per share, If the closing pnce of our common stock exceeds a specified price for 20
consecutive trading days in a 30-trading day penod preceding the date of conversion, If our credit rating falls below speaified levels, if the
debentures are called for redemption or if certain specified corporate transactions
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occur Dunng a portion of fiscal 2007, aur closing stock price exceeded the specified stock price for more than 20 trading days in a 30-day trading
penod Therefore, debenture holders had the option to convert their debentures into shares of our commeon stock However, no debentures were
so converted Due to changes n the pnce of our common stock, the debentures were no longer convertible at the holders' aption at March 3,
2007, and have not been convertible through Apnl 27, 2009

The debentures have an interest rate of 2 25% per annum The interest rate may be reset, but not below 2 25% or above 3 25%, on July 15, 2011,
and July 15, 2016 One of our subsidianes has guaranteed the convertible debentures

Other
At the end of fiscal 2009, $200 million was outstanding under financing lease obligations
Share Repurchases and Dividends

From time to time, we repurchase our common stock in the open market pursuant to programs approved by our Board We may repurchase our
common stock for a vanety of reasons, such as acquinng shares to offset dilution related 1o equity-based 1ncentives, including stock options and
our employee stock purchase plan, and optimizing our captal structure

In June 2007, our Board authonzed a $5 5 billlon share repurchase program The program, which became effective on June 26, 2007, terminated
and replaced a $1 5 bilion share repurchase program authonzed by our Board In June 2006 There Is ho expiration date goverming the period over
which we can make our share repurchases under the June 2007 share repurchase program The June 2006 share repurchase program, which
became effective June 21, 2008, terminated and replaced a $1 5 bilion share repurchase program authonzed by our Board in Apnl 2005

We made no share repurchases during fiscal 2009

In accordance with our June 2007 share repurchase program, in fiscal 2008, we entered into an ASR program authonzed by the Board The ASR
program consisted of two agreements to purchase shares of our common stock from Goldman for an aggregate purchase pnice of $3 0 billion The
ASR program cencluded in February 2008 Total aggregate shares repurchased under the ASR program were 65 8 million shares at an average
purchase pnce of $45 59 per share At the end of fiscal 2008, $2 5 biflion of the $5 5 bilkon authorized by our Board was availlable for future share
repurchases under the June 2007 share repurchase program In fiscal 2008, we also purchased and retired § 8 million shares at a cost of

$461 million under the June 2006 share repurchase program

Dunng fiscal 2007, we purchased and retred 5 6 million shares at a cost of $267 mullion under the June 2006 share repurchase program, and
6 2 million shares at a cost of $332 milhon under the Apnl 2005 share repurchase program

We consider several factors in determining when to make share repurchases including, among other things, our cash needs and the market pnee
of our stock We expect that cash provided by future operating activities, as well as avallable cash and cash equivalents and short-term
investments, will be the sources of funding for our share repurchase program Based on the anticipated amounts to be generated from those
sources of funds in relation to the remaining authonzation approved by our Board under the June 2007 share repurchase program, we do not
expect that future share repurchases will have a matenal impact on our short-term or lang-term hquidity We do not anticipate making any share
repurchases in fiscal 2010

In fiscal 2004, our Board inihiated the payment of a regular quarterly cash dividend on our common stock A quarterly cash dwidend has been paid
In each subsequent quarter Effective with the quarterly cash dividend paid in the third quarter of fiscal 2007, we increased our quartery cash
dividend per share by 25% to 30 10 per share per quarter Effective with the quarterly cash dividend paid in the third quarter of fiscal 2008, we
increased our quarterly cash dividend per share by 30% to $0 13 per share per quarter Effective with the quarterly cash dividend paid in the third
quarter of fiscal 2009, we increased our quarterly cash dividend per share by 8% to $0 14 per share per quarter The payment of cash dvidends 1s
subject to customary legal and contractual restnctions Dunng fiscal 2009, we made four dividend payments totaling $0 54 per share, or

$222 milion in the aggregate

Other Financial Measures

Our debt-to-capitalization ratio, which represents the ratio of total debt, including the current portion of long-term debt, to total capiahization (total
debt plus total
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shareholders' equity), increased to 30% at the end of fiscal 2009, compared with 15% at the end of fiscal 2008 The increase was due pnmartly to
increased horrowings in connection with our purchase of Best Buy Eurepe and to fund normal working capital needs We view our
debt-to-capitalization ratio as an important indicator of our creditworthiness Our adjusted debt-to-capitalizatton ratto, including capitalized
operating lease obligations (rental expense for all operating leases multiphed by eight), was £8% at the end of fiscal 2009, compared with 80% at
the end of fiscal 2008

Our adjusted debt-to-capitalization ratio, including capitalized operating lease obligations, is considered a non-GAAP financial measure and 1s not
in accordance wth, or preferable to, the ratio determined in accordance with GAAP However, we have included this information as we believe
that our adjusted debt-to-capitalization ratio, including capitalized operating lease obligations, 1s important for understanding our operations and
provides meaningful additonal information about our ability to service our long-lerm debt and other fixed obhigations, and to fund our future growth
In addition, we believe our adjusted debt-to-capitalization ratio, including capitalized operating lease obligations, 1s relevant because i enables
Investors to compare our indebtedness to retailers who own, rather than lease, their stores Our decision to own or lease real estate is based on
an assessment of our financial hquidity, our capital structure, our desire to own or to lease the location, the owner's desire 1o own or te lease the
location, and the alternative that results in the highest return to our shareholders

The most directly comparable GAAP financial measure to our adjusted debt-to-capuitalization ratio, including capiialized operating lease
obligations, 1s our debi-lo-capitalization ratio Our debi-to-capitalization ratio excludes capitalized operating lease obligations In both the numerator
and denominater of the calculation

The following table presents a reconcihation of the numerator and denominator used in the calculation of our adusted debt-lo-capitalizatien ratio,
including capitalized operating lease obligations ($ in millions)

2009 2008
Debt {including current portion) $ 1963 $ 816
Capialized operating lease cbligattons (8 imes rental expense)i! 8,114 5,802
Total debt {Including capitabized cperating lease obhigations) $ 10,077 $ 6718
Debt (including current partion) § 1,963 $ 816
Capitalized operating lease obligations (8 times rental expense)(t 8,114 5,902
Total shareholders’ equity 4,643 4,484
Adjusted capialization™ . ) ~ i $ 14720 $ 11,202
Debt-to-capitahzation ratio X 30% 15%
Adjusted debt-lo-capitalization ratio (including capitalized operating lease obhigations) 68% 60%

(1)
The multiple of eight times rental expense used to calculate the amount of our capitalized operating lease obligations Is the multiple used for
the retail sector by one of the nationally recognized ¢redit rating agencies that rate our creditworthiness

Off-Balance-Sheet Arrangements and Gontractual Obligations

Other than operating leases, we do not have any off-balance-sheet financing A summary of our operating lease obligations by fiscal year s
included in the "Contractual Obligations" section below Additional information regarding our operating leases is available in ltem 2, Properties,
and Note 8, Leases, of the Notes to Consolidated Financial Statements, included in ltem 8, Financial Statements and Supplementary Data, of this
Annual Report on Form 10-K
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The following table presents information regarding our contractual obligations by fiscal year ($ in millions)

Payments Due by Period

Less Than More Than
Contractual Obligations Total 1Year 1-3 Yaars 3-5 Years 5 Years
Short-term debt obhigations 5 T+ T 783 - % 783 % — $ — $ —
Long-term debt obligations A _ ,915 10 . 403 501 1
Capital lease obhgations . R 65 b 24 22 1 18
Financing lease obligations 200 20 43 47 80
Interest payments o . , 373 90 | 1 78 94
QOperating lease obllg(g)tlons 8,600 1,097 2,009 1,746 3,748
Purchase obligations 2,668 1,787 757 124 _
Unrecognized tax benefg})sm 349
Deferred compensation 55
Total $ 14,008 $ 38N $ 3,345 $ 2497 $ 3,951

Note For additional information refer to Note 6, Debt; Note 8, Leases, Note 10, Income Taxes and Note 12, Contingencles and Commitments, in the
Notes to Consolidated Financial Statements, included in ltem 8, Frinancial Statements and Supplementary Data, of this Annual Report on Form 10-K

(&)
Operating lease obligations do not include payments to tandlords covering real estate taxes and common area maintenance These charges, If
included, would increase total operating lease obligations by $2 1 billion at February 28, 2008

(2
Purchase obligations include agreements to purchase goods or services that are enforceable, are legally binging and specify all significant
terms, including fixed or minimum quantities to be purchased, fixed, minmum or vanable price provisions, and the approxmmate tmung of the
transaction Purchase cbligations do not include agreements that are cancelable without penalty Additionally, although they are not legally
binding agreements, we included open purchase orders in the table above Substantally afl open purchase orders are fulfilled within 30 days

(3
Unrecognized tax benefils relate to uncertain tax positions recorded under Financial Accounting Standards Board Interpretation No 48, which
we adopted on March 4, 2007 As we are not able to reasonably estimate the timing of the payments or the amount by which the hability wll
increase or decrease over tme, the related balances have not been reflected in the "Payments Due by Penod” section of the table

4
Included in other long-term habilihes on our consolidated balance sheet at February 28, 2009, was a $55 million obligation for deferred
compensation As the specific payment dates for the deferred compensation are unknown, the related balances have not been reflected in the
“Payments Due by Penod” section of the table
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Cntical Accounting Estimates

Our consalidated financial statements are prepared in accordance with GAAP In connection with the preparation of our financial statements, we
are required to make assumptions and estimates about future events, and apply judgments that affect the reported amounts of assets, lhabilities,
revenue, expenses and the related disclosures We base our assumptions, estimates and judgments on histoncal expenence, current trends and
other factors that management believes to be relevant at the time our consohdated financial statements are prepared On a regular basis, we
review the accounting policies, assumplions, estimates and judgments to ensure thal our financial statements are presented fairly and in
accordance with GAAP However, because future events and therr effects cannot be delermined with certainty, actual results could differ from our
assumptiens and estimates, and such differences could be matenal

Our significant accounting policies are discussed in Note 1, Summary of Significant Accounting Policies, of the Notes to Consolidated Financial
Statements, included in Item 8, Financial Statements and Supplementary Data, of this Annual Report on Form 10-K We believe that the following
accounting estimates are the mast cntical to aid in fully understanding and evaluating our reported financial results, and they require our most
difficult, subjective or complex jJudgments, resulting from the need to make estmates about the effect of matters that are inherently uncertain We
have reviewed these cntical accounting estimates and related disciosures with the Audit Commuitee of our Board

Description

Judgments and Uncertainties

Effect If Actual Regults Differ From
Assumptions

Inventory Reserves

We value our inventory at the lower of the cost
of the inventory or fair market value through the
establishment of markdown and inventory loss
reserves

Qur markdown reserve represents the excess
of the camrying value, typically average cost,
over the amount we expect to realize from the
ultmate sale or other disposal of the inventory
Markdowns establish a new cost basis for our
inventory Subsequent changes tn facts or
circumstances do not result in the restoration of
previously recorded markdowns or an increase
in that newly established cost basis

Qur inventory loss reserve represents
anticipated physical inventory losses

{e g , theft) that have occurred since the last
physical inventory date Independent physical
inventory counts are taken on a regutar basis to
ansure the mventory reported m our
consolidated financial statements 1s properly
stated Dunng the intenm penod between
physical inventory counts, we reserve for
anticipated physical inventory losses ona
location-by-location basis

Our markdown reserve contains uncertainties
because the calculation reguires management
to make assumptions and to apply judgment
regarding inventory aging, forecasted consumer
demand, the promotional environment and
technological obsolescence

Qur inventory loss reserve contans
uncertainties because the calculation requires
management to make assumptions and to
apply judgment regarding a number of factors,
including histoncal results and current inventory
loss trends

We have not made any matenal changes in the
accounting methodology we use to establish
our markdown or mventory loss reserves during
the pastihree fiscal years

We do not believe there is a reasonable
likehhood that there will be a matenal change in
the future estimates or assumptions we use to
calculate our markdown reserve However, if
estimates regarding consumer demand are
inaccurate or changes in technology affect
demand for certain products in an unforeseen
manner, we may be exposed to losses or gams
that could be material A 10% difference in our
actual markdown reserve at February 28, 2009,
would have affected net earnings by
approximately $7 mithon n fiscal 2008

We do notbelieve there Is a reasonable
lIikehhood that there will be a material change in
the future estimates or assumptions we use to
catculate our inventory loss reserve Howaever, if
our estimales regarding physical inventory
losses are Inaccurate, we may be exposed to
losses or gains that could be matenal A 10%
difference in actual physical inventory losses
reserved for at February 28, 2008, would have
affected net earmings by approximately
$5 million n fiscal 2009
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Description

Judgments and Uncertainties

Effect If Actual Results Differ From
Assumptions

Vendor Allowances

We receive funds from vendors for vanous
programs, pnmarnly as reimbursements for
costs such as markdowns, margin protection,
advertising and sales incentives

Vendor allowances provided as a
rembursement of specific, incremental and
identifiable costs incurred to promote a vendor's
products are included as an expense reduction
when the cost s incurred All other vendor
allowances are iniially deferred and recorded
as a reduction of merchandise inventones The
deferred amounts are then included as a
reduction of cost of goods sold when the related
product is sold

Long-Lived Assets

Long-lived assets other than goodwill and
indefinite-lived intangible assets, which are
separately tested for impairment, are evaluated
for impaiment whenever events or changes in
circumstances mdicate that the carrying value
may not be recoverable

When evaluating long-lived assets for potentral
impairment, we first compare the carrying value
of the asset to the asset's estimated future cash
flows {undiscounted and without interest
charges} If the estmated future cash flows are
less than the camying value of the asset, we
calculate an imparmentioss The impairment
loss calculation compares the carrying value of
the asset ta the asset's estimated far value,
which may be based on estimated future cash
flows (discountad and with interest charges)
We recognize an impaiment loss if the amount
of the asset's carrying value exceeds the
assetl's estimated far value If we recognize an
mpawrment loss, the adjusted carrying amount
of the asset becomes its new cost basis Fora
depreciable long-lived asset, the new cost basis
will be depreciated {amortized) over the
remaining useful ife of that asset
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Based on the provisions of gur vendor
agreements, we develop vendor find accrual
rates by estimating the point at which we will
have completed our performance under the
agreement and the deferred amounts wil be
eamed Ounng the year, due to the complexity
and diversity of the individual vendor
agreements, we perform analyses and review
histoncal trends to ensure the deferred amounts
earned are appropnately recorded As a part of
these analyses, we apply rates negotiated with
our vendors to actual purchase volumes to
determine the amount of funds accrued and
recewable from the vendor Certain of our
vendor agreements contan purchase volume
incentives that prowide for increased funding
when graduated purchase volumes are met
Amounts accrued throughout the year could be
impacted If actua! purchase volumes differ from
projected annual purchase volumes

Our impairment loss calculations contan
uncertainties because they require
management to make assumptions and to
apply judgment to estimate future cash flows
and asset fair values, including forecasting
useful lives of the assets and selecting the
discount rate that reflects the nisk mnherent in
future cash flows

We have not made any matenaf changes in the
accounting methodology we use to record
vendor receivables dunng the past three fiscal
years

If actual results are not consistent with the
assumptions and estimates used, we may be
exposed o additional adjustments that could
materally, ether positively or negatively, impact
our gross profit rate and inventory However,
substantially all recevables assotiated with
these aclivittes are collected within the following
fiscal year and all amounts deferred aganst
inventory turnover within the following fiscal
year and therefore do not require subjective
long-term estimates Adjustments to our gross
profit rate and inventory in the following fiscal
year have histoncally not been matenal

A 10% difference in our vendor receivables at
February 28, 2009, would have affected net
eamings by approximately $23 milion in fiscal
2009

We have not made any matenal changes in the
accounting methodology we use to assess
mpaiwment loss during the past three fiscal
years

We do nol believe there 1s a reasonable
likelihood that there will be a matenal change In
the estmates or assumptions we use to
calcutate lang-hived asset impairment losses
However, if actual results are not consistent
with our estimates and assumptions used i1n
estimating future cash flows and asset far
values, we may be exposed 10 Iosses that could
be matenal
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Description

Judgments and Uncertaintles

Effect if Actual Results Differ From
Assumptions

Goodwill and Intangible Assets

We evaluate goodwill and other intangible
assets for impairment annually and whenever
events or changes In circumstances indicate
the carrying value of the goodwill or other
Intangible assets may not be recoverable We
complete our impairment evaluation by
perforrung internal valuation analyses,
considering other publicly avallable market
information and using an independent valuation
firm, as appropnate

In the fourth quarter of fiscal 2009, we
completad our annual impairment testing of
goodwill and other intangible assets using the
methodology described herein, and determined
there was impairment of $66 million

The carrying vafue of goodwill at February 28,
2009, was $2 2 billion The carrying value of
tradenames at February 28, 2009, was

$173 million

Tax Contingencles

Qur income tax returns, hke those of most
companies, are penodically audited by
domestic and foreign tax authonties These
audits include questions regarding our tax filing
positions, including the timing and amount of
deductions and the allocation of income among
vanous tax junsdictions At any one time,
multiple tax years are subject to audit by the
vanous tax authonties In evaluating the
exposures associated with our vanous tax filing
positions, we record a liability for probable
exposures A number of years may elapse
before a particular matter, for which we have
established a liahility, is audited and fulty
resolved or clanfied We adjust our ltability for
unrecognized tax benefits and income tax
provision in the peniod in which an uncertain tax
position is effectively settled, the statute of
irutations expires for the relevant taxing
authonty to exarnine the tax position or when
more information becomes available

We determine fair value using widely accepted
valuation techniques, including discounted cash
flows and market multiple analyses These
types of analyses contain uncertainties because
they require management o make assumptions
and to apply judgment to estimate industry
economic factors and the profitability of future
business strategies It 1s our policy to conduct
impairment testing based on our current
business strategy in ight of present [ndustry
and economic conditions, as well as our future
expectations

Qur liabihity for unrecognized tax benefits
contains uncertanties because management is
required to make assumptions and fo apply
judgment to estimate the exposures associated
with our vanious fiing positions

Qur effective income tax rate is also affected by
changes in tax law, the tax junsdiction of new
stores or business ventures, the level of
earnings and the results of tax audits

We have not made any material changes in the
accounting methodology we use to assess
Impawrment loss dunng the past three fiscal
years

We do not believe there is a reasonable
ikehhood that there will be a matenal change in
the future estimates or assumptions we use 1o
test for impairment losses on goodwill and other
intangible assets However, if actuat results are
not consistent with cur esttmates or
assumptions, we may be exposed te an
impairment charge that could be matenal

Although we believe that the judgments and
estimates discussed herein are reasonable,
actual results could differ, and we may be
exposed lo losses or gans that could be
matenal

To the exient we prevail in matters for which a
liability has been established, or are required to
pay amounts in excess of our established
liability, our effective income tax rate in a given
financial staterment penod could be matenally
affected An unfavorable tax settlement
generally would require use of our cash and
result in an increase in our affective Income tax
rate in the penod of resolution A favorable tax
settlement would be recogruzed as a reduction
in our effective income tax rate in the perod of
resolution
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Description

Judgments and Uncertainties

Effect if Actual Results Differ From
Assumptions

Revenue Recogaition

See Note 1, Summary of Sigruficant Accounting
Policies, to the Notes to Consolidated Financtal
Statements, included in ltem 8, Financial
Statements and Supplementary Data, of this
Annual Report on Form 10-K, for a complete
discussion of our revenue recognition policies

We recognize revenue, net of estimated
returns, at the tme the customer takes
possession of the merchandise or receives
services We astimate the liabilty for sales
returns based on our historical return levels

We seil gift cards to customers in our retail
stores, through our Web sites and through
selected third parties A hability 18 imtally
established for the cash value of the gift card
We recognize revenue from giff cards when

{1) the card 1s redeemed by the customer, or
{11y the likelihood of the gift card being
redeemed by the customer 1s remote ("gift card
breakage") We determine our gift card
breakage rate based upon histonical redemption
patterns, which show that after 24 months, we
can deterrmine the portion of the ltabiity for
which redemption is remote

VWe have customer loyalty programs which
allow members to earn points for each
purchase completed at any of our Best Buy
stores in the U S, Canada and China, or
through our related Web sites or when using
our co-branded credit cards Points eamed
enable members to receve a certificate that
may he redeemed on future purchases at Best
Buy stores and Web sites in the U S Canada
and China The value of points earned by our
toyalty program members 1s included in accrued
fiabtlities and recorded as a reduction in
revenue at the time the points are earned,
based on the value of points that are projected
to be redeemed

58

Qur revenue recognition accounting
methodology contains uncertainties because It
requires management to make assumptions
and to apply judgment to estimate future safes
returns and the amount and timing of gift cards
and certificates projected to be redeemed by
qift card recipients and members of our
customer loyalty pregrams Qur estimate of the
amount and timing of sales returns and gift
cards or certificates projected to be redeemed
1s based pnmanly on tustoncal transaction
expenance

We have not made any material changes in the
accounting methodology we use to measure
sales returns or to recognize revenue for our
gift card and customer loyalty programs during
the past three fiscal years We do not believe
there 15 a reasonable fikelihood that there will
be a material change In the future estimates or
assumptions we use to measure sales retums
or to recognize revenue for our gift card and
customer loyalty programs However, if actual
results are not conslstent with our estimates or
assumptions, we may be exposed to losses or
gains that could be matenal

A 10% change in our sales retumn reserve at
February 28, 2009, would have affected net

eamings by approximately $1 miliors (n fiscal
2009

A 10% change n our gift card breakage rate at
February 28, 2009, would have affected net
eamings by approximately $8 million in fiscal
2008

A 10% change In our customer loyalty program
lability at February 28, 2009, would have
affected net earnings by approximately

$7 mullion in fiscal 2009

Source BEST BUY CO INC 10-K, Apnt 20 2009

Powered by Moruegeiar  Dogument Resenrgn ¥




Table of Contents

Description

Judgments and Uncertainties

Effect if Actual Results Differ From
Assumptions

Costs Assoclated With Exit Activities

We occasionally vacate stores and other
locations prior to the expiration of the related
lease For vacated locations that are under
long-term leases, we record an expense for the
difference between our future lease payments
and related costs {e g, real estate taxes and
common area mantenance) from the date of
closure through the end of the remaintng lease
term, net of expected fulure sublease rental
income

QOur estimate of future cash flows I1s based on
histoncal expenence, our analysis of the
specific real estate market, including input from
independent real estate firms, and econormic
conditions that can be difficult to predict Cash
flows are discounted using a nsk-free interest
rate that coincides with the remaining lease
term

Stock-Based Compensation

We have a stock-based compensation plan,
which includes non-qualified stock options and
nonvested share awards, and an employee
stock purchase plan See Note 1, Summary of
Srgmificant Accounting Pohcies, and Note 6,
Shareholders’ Equity, to the Notes to
Consolbdated Financial Statements, included in
Item 8, Financral Statements and
Supplementary Data, of this Annual Report on
Form 10-K, for a complete discussion of our
stock-hased compensation programs

We determine the fair value of our non-qualified
stock option awards at the date of grant using
option-pneing models Non-qualfied stock
option awards granted through fiscal 2005 were
valued using a Black-Scholes model
Mon-qualified stock option awards granted after
fiscal 2005 were pnmanly valued using a lattice
model

We determine the fair value of our
market-based and performance-based
nonvested share awards at the date of grant
using generally accepted valuation techniques
and the closing market price of our stock

Management reviews its assumptions and the
valuations provided by independent third-party
valuation adwisors to determine the fair value of
stock-based compensation awards

The liability recorded for location closures
contains uncertainties because management 1s
required to make assumptions and to apply
judgment to estimate the duration of future
vacancy penods, the amount and timing of
future settlement payments, and the amount
and tming of potential sublease rentat ncome
When making these assumptions, management
considers a number of factors, including
histoncal setllement experience, the owner of
the property, the locatton and condition of the
property, the terms of the underlying lease, the
specific marketplace demand and general
economic conditions

Option-pneing models and generally accepted
vajuation technigues require management to
make assumptiens and to apply jJudgment to
determine the fair value of our awards These
assumptions and judgments include estimating
the future volatility of our stock pnce, expected
dividend yield, future employee turnover rates
and future employee stock option exercise
behawiors Changes in these assumptions ¢an
matenally affect the fair value estimate

Performance-based nonvested share awards
require management to make assumptions
regarding the likehhood of achieving company
or personal performance goals

We have not made any matenal changes n the
accounting methodology we use to establish
our location closing hability dunng the past
three fiscal years

We do not beleve there 1s a reasocnable
likelihood that there will be a matenal change in
the estimates or assumptions we use to
catculate our tocation clesing habiity However,
if actual results are not consistent with our
estimates or assumptions, we may be exposed
to losses or gains that could be matenal

A 10% change in our location closing liabibty at
February 28, 2009, would have affected net
eamings by approximately $5 million in fiscal
2009

We do not believe there I1s a reasonable
likelihood there will be a matenal change in the
future estimates or assumptions we use to
determine stock-based compensation expense
However, If actual resulls are not consistent
with our estimates or assumptions, we may be
exposed to changes in stock-based
compensation expense that could be matenal

H actual results are not consistent with the
assumptions used, the stock-based
compensation expense reported n our financial
statements may not be representative of the
actual economic cost of the stock-based
compensation

A 10% change in our stock-based
compensation expense for the year ended
February 28, 2009, would have affected net
earnings by approximately $7 million in fiscal
2009
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Description

Judgments and Uncertainties

Effect If Actual Results Differ From
Assumptions

Self-lnsured Llabilities

We are self-insured for certain losses related to
healih, workers' compensation and general
llability claims However, we obtain third-party
msurance coverage to hmit our exposure to
these claims

When estimating our self-insured habilities, we
consider a number of factors, including
histoncal claims expenence, demographic
factors, seventy factors and valuations provided
by independent third-party actuanes

Penodically, we review our assumptions and
the valuations provided by independent
third-party actuaries to determine the adequacy
of our self-insured liabilities

Acqulsitions — Purchase Price Allocation

In accordance with accounting for business
combinations, we allocate the purchase pnce of
an acquired business to its identfiable assets
and habilities based on estimated fair values
Minonty interests' proportionate ownership of
assets and labilities are recorded at histoncal
carrying values The excess of the purchase
price over the amount allocated to the assets
and liabilities, if any, is recorded as goodwill

We use all available information to estimate fair
values We typically engage cutside appraisal
firms to assist in the fair value determination of
inventory, identifiable intangible assets such as
tradenames, and any other significant assets or
Ilabiities VWa adjust the preliminary purchase
pnce allocation, as necessary, up to one year
after the acquisibon closing date as we obtain
more information regarding asset valuations
and habilities assumed
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Our self-insured lrabiliies contain uncertainties
because management s required to make
assumphions and to apply judgment to esimate
the ultimate cost to setile reported claims and
claims incurred but not reportad at the balance
sheet date

Qur purchase pnce allocation methodology
contains uncertainties because it requires
management to make assumptlons and to
apply judgment to estimate the fair value of
acquired assets and habilites Management
estimates the fair value of assets and liabilities
based upon quoted market prices, the carrying
value of the acquired assets and widely
accepted valuabion techniques, including
discounted cash flows and market muliple
analyses Unanticipated events or
circumstances may occur which could affect the
accuracy of our fair value estimates, Including
assumpthons regarding industry economlc
factors and business strategies

Ve have not made any matenal changes in the
accounting methodology we use to establish
our self-insured llabiities dunng the past three
fiscal years

We do not believe there 1s a reasonable
likelihood that there wilt be a matenal change in
the estimates or assumptions we use to
calcutate our self-nsured habilites However, if
actual results are not consistent with our
estimates or assumptions, we may be exposed
to losses or gains that could be matenal

A 10% change i our self-insured kabilities at
February 28, 2009, would have affected net
eamings by approximately $8 milion 1n fiscal
2009

During the last three fiscal years, we completed
five significant acquisitions

» In October 2008, we acquired Napster for
$121 mithon, including transaction costs

+ In June 2008, we acquired a 50% nterest
n Best Buy Europe for $2 2 billion, including
transachon costs

» In May 2007, we acquired Speakeasy for
$103 mullion, including transaction costs and
repayment of debt

+« In June 2006, we acquired a 75% Interest
in Five Star for $184 million, ncluding a working
capital injection of $122 milhon and transaction
costs and in February 2009, we acquired the
remaining 25% interest for $190 milion

+ In May 2006, we acquired Pacific Sales for
$411 million, including transaction costs
See Note 2, Acquisifions, to the Notes to
Consclidated Financial Statements, included in
Item 8, Financral Statements and
Supplementary Data, of this Annual Report on
Form 10-K, for the complete purchase price
allocation calculations for acquisitions
completed in fiscal 2009

We do not believe there 1s a reasonable
likelihood that there will be a matenal change In
the future estimates or assumphions we use to
complete the purchase pnce allocation and
estimate the fair value of acquired assets and
labiities However, If actual results are not
consistent with our estmates or assumptions,
we may be exposed to losses or gans that
could be matenat
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New Accounting Standards

In May 2008, the Financial Accounting Standards Board ("FASB") 1ssued FASE Staff Position ("FSP") APB 14-1, Accounting for Convertible Debt
instruments That May Be Ssltled in Cash upon Conversion {including Partial Cash Seftfement} FSP Accounting Pnnciples Board ("APB")14-1
clanfies that convertible debt instruments that may be settled in cash upon either mandatory or optional conversion {meluding partial cash
seltlement) are not addressed by paragraph 12 of APB Opinton No 14, Accounting for Convertible Debt and Debt issued with Stock Purchase
Warrants Additionally, FSP APB 14-1 specifies that issuers of such instruments should separately account for the iability and equity compaonents
in a manner thal will reflect the entity's nonconvertible debt borrowing rate when interest cost 1s recogruzed in subsequent penods FSP APB 14-1
1s effective for financial statements 1ssued for fiscal years beginning after December 15, 2008, and intenm penods within those fiscal years We do
not believe our adoption of FSP APB 14-1 beginming in the first quarter of fiscal 2010 wilk have an impact on our consclidated financial position or
results of operations

In May 2008, the FASB 1ssued SFAS No 162, The Hierarchy of Generaily Accepled Accounting Pnnciples This standard 15 intended to improve
financial reparting by identifying a consistent framewaork, or higrarchy, for selecting accounting principles to be used in preparing financial
statements that are presented in conformity wvath GAAP for non-govemmental entities We adopted SFAS No 162 on its effective date,
November 15, 2008, and it did not have a matenal impact on the preparation of our consolidated financial statements

In March 2008, the FASB 1ssued SFAS No 161, Disclosures about Denvalive instruments and Hedging Achivities, an amendment of SFAS

No 133 SFAS No 1611s mtended to improve financial reporting standards for denvative mstruments and hedging activities by requinng
enhanced disclosures to enable investors to better understand the effect these instruments and actvities have on an entity's financial position,
financial performance and cash flows Entiies are required to prowide enhanced disclosures about how and why an entity uses denvative
nstruments, how denvative instruments and related hedged tems are accounted for under SFAS No 133 and its related mierpretations, and how
derwvative instruments and related hedged rtems affect an entity's financial positton, financial performance and cash flows SFAS No 161 1s
effective for financial statements 1ssued for fiscal years and intenm penods beginning after November 15, 2008 We adopted SFAS No 161 on
November 30, 2008, which did not have an impact on our consolidated financial statements

In December 2007, the FASE 1ssued SFAS No 141{revised 2007), Business Combinations ("141R"} SFAS No 141R significantly changes the
accounting for business combinations i a number of areas including the treatment of contingent consideration, preacquisition contingencies,
transaction costs, In-process research and development and restructunng costs In addition, under SFAS No 141R, changes in an acquired
entity's deferred tax assets and uncertain tax positions after the measurement penod will Impact income tax expense SFAS No 141R s effective
for fiscal years beginning after December 15, 2008 We adopted SFAS No 141R on March 1, 2009, which changed our accounting treatment for
business combinations on a prospective basis

in December 2007, the FASB 1ssued SFAS No 160, Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB

No 51 SFAS No 160 changes the accounting and reporting for minonty interests, which will be recharactenzed as noncontrolling interests and
classified as a component of sharehelders' equity This new consolidation method significantly changes the accounting for transactions with
minonty interest holders SFAS No 160 1s effective for fiscal years beginning after December 15, 2008 We adopted SFAS No 160 on March 1,
2009 The adoption of SFAS No 160 did not have a matenal impact on our consoltdated financial statements other than the reporting change for
minorty interests reported on our consoldated balance sheets, which required us to retroactively reclassify minonty interests as a component of
shareholders’ equity At February 28, 2009 and March 1, 2008, our conschdated balance sheets included minonty interests of $513 milhon and
$40 milhon, respectively

In February 2007, the FASB 1ssued SFAS No 159, The Fair Value Option for Financial Assets and Financial Labiires SFAS No 159 permits
companies to choose to measure many financial instruments and certain other items at farr value The objective 1s to improve financial reporting by
providing companies with the opportunity to
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mitigate volatiity in reported earnings caused by measunng related assets and liabihties differently without having to apply complex hedge
accouniing provisions SFAS No 159 1s effective for fiscal years beginning after November 15, 2007 Companies are not allowed to adopt SFAS
Ne 159 on a retrospechive basts uniess they choose early adoption We adopted SFAS No 159 on March 2, 2008, and did not elect the far value
option for ehgible iterns that existed at the date of adoption

In September 2008, the FASB 1ssued SFAS No 157, Fair Value Measurements SFAS No 157 establishes a single definition of fair value and a
framework for measurnng fair value, sets out a far value hierarchy to be used to classify the source of infformation used in farr value
measurements, and reguires new disclosures of assets and hiabihbies measured at fair value based on therr level in the hierarchy The Statement
applies under other accounting pronouncements that require or permit fair value measurements In February 2008, the FASB 1ssued FSPs

Neo 157-1 and No 157-2, which, respectively, removed leasing transactions from the scope of SFAS No 157 and deferred for one year the
effective date for SFAS No 157 as it apphes to certain nonfinancial assets and habiliies On March 2, 2008, we adopted, on a prospective basis,
the SFAS No 157 definition of fair value and became subject to the new disclosure requrements (excluding FSP 157-2) with respect to our fair
value measurements of (a) nonfinancial assets and liabiities that are recognized or disclosed at fair value in our financial statements on a
recurnng basis (at least annually) and {b) all financial assets and habilittes Our adoption did not impact our consolidated financial posiion or
results of operatons The addiional disclosures required by SFAS No 157 are included in Note 4, Fair Value Measurements

The deferral prowded by FSP No 157-2 applted to such items as nonfinancial assets and habilities imibally measured at fair value in a business
combination (but not measured at far value in subsequent penods) and nonfinancial long-ived asset groups measured at far value for an
impaiment assessment and on March 1, 2008, we adopted the provisions of SFAS No 157 as it related to these nonfinancial assets and
habilities The adoption did not impact our consolidated financial posttion or results of opertions

In October 2008, the FASB 1ssued FSP No 157-3, Delermiming the Fair Value of a Financial Assef When the Market for That Asset 1s Not Active,
which amended SFAS No 157 to illustrate key considerations in determining the fair value of a financial asset in an inactive market FSP

Ne 157-3 was effective for us in our third quarter of fiscal 2009 Its additional guidance was incorporated into the measurements of fair value of
applicable financial assets disclosed in Note 4, Fair Value Measurements, and did not have a material mpact on our conselidated financial
position or results of operations

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

1n agdition to the nsks inherent in our operations, we are exposed to certain market nsks, ncluding adverse changes in foreign currency exchange
rates and interest rates

Foreign Currency Exchange Rate Risk

We have market nsk ansing from changes in foreign currency exchange rates related 1o our International segment operations On a imsted basis,
we use forward foreign exchange contracts to hedge the impact of fluctuations in foreign curency exchange rates Qur Canada and Europe
businesses enter into the contracts pnmanly to hedge U S dollar merchandise inventory payables The contracts typically have terms of less than
270 days, and we do not apply hedge accounting to them The aggregate notional amount and farr vatue recorded on our conseclidated balance
sheet related to our forward foreign exchange contracts outstanding was $50 rillion and $4 mullion, respectively, at February 28, 2009 The
aggregate gains recorded in our consolidated statement of net earmings related to all contracts settied and outstanding was a gain of $14 milhon in
fiscal 2009

Since July 2008, the U S dollar has been generally stronger relative to the currencies of the foreign countnes in which we operate The overall
strength of the U S dollar had a negative impact on our International segment's revenue and net earnings because the foreign denominations
translated into fewer U 8 dollars

It 1s not possible to determine the exact impact of foreign cumrency exchange rate changes, however, the effect on reported revenue and net
earnings can be estimated We estimate that the overall strength of the U S dollar had an unfavorable impact on our revenue of approximately
$276 millsion in fiscal 2009 in addition, we estimate that such strength had a favorable impact of approximately $3 mullion on our net earnings In
fiscal 2008, due in part to our $111 milhion investment iImpairment in the common
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stock of CPW, which was made by one of our Canadian subsidianes

Interest Rate Rysk

Short-tarm and iong-term debt

At February 28, 2009, our short-term and long-term debt was compnsed primanly of credit facilities and our convertible debentures and Noles We
do not manage the interest rate nsk on our debt through the use of derivative nstruments

Our credit faciliies are not subject to matenal mterest rate sk The credit facilities' interest rates may be reset due to fluctuations th a
market-based index, such as the federal funds rate, the London Interbank Offered Rate (LIBOR), orthe base rate or pnme rate of our lenders A
hypothetical 100-basis-point change in the interest rates of our credit faciiies would change our annual pre-tax earnings by $8 milhion

Our convertible debentures are not subject to matenal interest rate nsk The interest rate on our debentures may be reset but not more than
100-basis-poimnts higher than the current rates |f the mnterest rate on the debentures at February 28, 2009, were to be reset 100-basis-pomts
tugher, our annual pre-tax eamings would increase by $4 million

There 15 no interest rate nsk associated with our Notes as the interest rate 1s fixed at 6 75%
Long-term investments in debt secunties

Al February 28, 2009, our long-term investments in debt secunties were compnsed of auction-rate secunties These investments are not subject to
matenal interest rate nsk A hypothetical 100-basis-point change In the interest rate would change our annual pre-tax earmings by $3 milhon We
do not curently manage interest rate risk on our investments through the use of derivative instruments

Other Market Risks
Investments in auction-rate secunties

At February 28, 2009, we held $314 milion in investments in ARS, after recognizing a $15 million temporary impairment in the fourth quarter of
fiscal 2009 Given current condiions in the ARS market as descnbed above in the Liguidity and Capital Resources section, included i Item 7,
Management's Discusston and Analysis of Financial Condition and Results of Operations, of this Annual Report on Form 10-K, we may incur
additional temporary unrealized losses or other-than-temporary realized losses in the future if market condittons were to persist and we are unable
to recover the cost of our ARS investments A hypothetical 100-basis-point loss from the par value of these investments would result in a

$3 million ympairment

Insurance relationships

We have vanous commercial insurance relationships with AIG Cl, a subsidiary of AIG, including our sale of extended warranties on behalf of AIG
Ci AIG has adwised us that its commercial insurance subsidianes remain well-capitalized with sufficient reserves and hiquidity to pay claims
despite the parent company's recent 1ssues and diminished financial position Accordingly, we anticipate that we will continue to be able to sell
extended warranties an behalf of AIG Cl, as well as to maintain our other insurance relationships with AIG Cl We have no reason to believe that
the current financial condition of AIG will have a matenal adverse effect on AIG Cl or onus
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Item 8 Financial Statements and Supplementary Data,
Management's Report on the Consolidated Financial Statements

Our management 1s responsible for the preparation, integnty and objectivity of the accompanying cansolidated financial statements and the related
financial information The consolidated financial statements have been prepared in conformity with GAAP and necessanly include certain amounts
that are based on estimates and informed judgments Our management also prepared the related financial information included n this Annual
Report on Form 10-K and 1s responsible for s accuracy and consistency with the consolidated financial statements

The accompanying consolidated financial statements have been audited by Deloitte & Touche LLP, an independent registered public accounting
firm, which conducted its audits in accerdance with the standards of the Public Company Accounting Oversight Board (U S) The independent
registered public accounting firm's responsibility is to express an opimion as to the fairness with which such financial statements present our
financial position, results of operations and cash flows in accordance with GAAP

Management's Raport on Internal Control Over Financlal Reporting

Qur management is responsible for establishing and maintaining adequate internal confrot over financial reporting as defined m Rule 13a-15(1)
under the Exchange Act Our intemal contrel over financial reporting 1s designed under the supervision of our princtpal executive officer and
principal financial officer, and effected by our Board, management and other personnel, io provide reasonable assurance regarding the rehability
of financial reporting and the preparation of financial statements for external purposes in accordance with GAAP and include those policies and
procedures that

(1)
Pertain to the maintenance ¢f records that in reasonable detail accurately and fardy reflect our transactions and the dispositions of our
assels,

{2)
Provide reasonabie assurance that our transactions are recorded as necessary to permit preparation of financial statements in
accordance with GAAP, and that our receipts and expenditures are being made only in accordance with authonzations of our
management and Beard, and

3)

Provide reasonable assurance regarding prevention or timely detection of unauthonzed acquisihion, use or disposihon of our assets that
could have a matenal effect on our financial statements

Because of its inherent imitations, internal control over financial reporing may not prevent or detect misstatements Therefore, even thase
systems determined to be effective can provide only reasonable assurance with respect to financal statement preparation and presentation

Under the supenision and with the participation of our management, including our pancipat executive officer and pnncipal financial officer, we
assessed the effeciveness of our internal control over financial reporting as of February 28, 2009, using the cntenia set forth by the Commitiee of
Sponsonng Organizations of the Treadway Commussion (COSQ) in internal Control — integrated Framework Based on our assessment, we have
concluded that our intemal control over financial reporting was effective as of February 28, 2009 During our assessment, we did not identify any
maternial weaknesses in our intemal contre! over financtal reporting We have excluded from our assessment the mternal contrel over financial
reporting at Best Buy Europe, which was acquired on June 28, 2008, and whose financial statements reflect total assets and total revenue
constituting 26% and 7%, respectively, of our consolidated financial statement amounts as of and for the year ended February 28, 2009 We have
also excluded from our assessment the internal control over financial reporting at Napster, which was acquired on Qctober 25, 2008, and whose
financial statements reflect total assets and total revenue that constitute less than 1% of our consolidated financial statement amaunts as of and
for the year ended February 28, 2009 Delaitte & Touche LLP, the independent registered public accounting firm that audited our consohdated
financial statements for the year ended February 28, 2009, included in Item 8, Financral Statements and Supplementary
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Data, of this Annual Report on Form 10-K, has 1ssued an unqualified attestation report on the effectiveness of our internal control over financial
reporting as of February 28, 2009

é@ Ko ey usiOeman

Bradbury H Anderson James L Muehlbauer
Vica Chanman and Chief Executive Officer Executive Vice President — Finance
{pnncipal executive officer} and Chief Financial Officer

{pnncipal financial officer)
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of
Best Buy Co, Inc

We have audited the accompanying consohdated balance sheets of Best Buy Co , Inc and subsidianes (the "Company") as of February 28, 2009
and March 1, 2008, and the related conso!idated statements of eamings, changes in shareholders' equity, and cash flows for the years ended
February 28, 2009, March 1, 2008 and March 3, 2007 Our audits alsc included the financial statement schedule listed in the Index at ltem 15(a)
These financial statements and financial statement schedule are the responsibility of the Company's management Our responsibility 1s to express
an opinion on the financial statements and financial statement schedule based on our audits

We conducted our authts in accordance with the standards of the Public Company Accounting Oversight Board (United States} Those standards
require that we plan and perform {he audit to obtain reasonable assurance about whether the financial stalements are free of matenal
misstatement An audit includes exarmining, on a test basis, evidence supporting the amounts and disclosures in the financial statements An audd
also includes assessing the accounting principles used and significant estmates made by management, as well as evaluating the overall financial
statement presentatron We believe that our audits provide a reasonable basis for our opinion

In cur opinion, such consolidated financial statements present fairdy, in all matenal respects, the financial position of Best Buy Co , Inc and
subsidianes as of February 28, 2009 and March 1, 2008, and the results of ther operatiens and their cash flows for the years ended February 28,
2009, March 1, 2008 and March 3, 2007, in conformity with accounting principles generally accepted in the United States of Amenca Also, In our
opinion, such financial statement schedule, when considered :n relation to the basic consolidated financtal statements taken as a whole, presenls
fairly, in all matenal respects, the information set forth theremn

As discussed in Note 1 to the consohdated financial statements, effective March 4, 2007, Best Buy Co , Inc and subsidianes changed their
method of accounting for uncertain tax benefits upon adoption of Financial Accounting Standards Board Interpretation No 48, Accounting for
Uncertainty i Income Taxes — an Interpretation of FASB Sfatement No 109

We have also audited, \n accordance with the standards of the Public Company Accounting Oversight Board {United States), the Company's
internal centrol over financial reporting as of February 28, 2009, based on the cnteria established in internal Control — integrated Framework

1ssued by the Committee of Sponsonng Organizations of the Treadway Commussion and our report dated Apnl 24, 2009, expressed an ungualfied
opimion on the Company's intemal control over financial reporting

Delaille Tonel_wep

Minneapohs, Minnesota
Apnt 24, 2009
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Report of Independent Registered Public Accounting Firm

To the Board of Diractors and Shareholders of
Best Buy Co, Inc

We have audited the ntemal control over financial reporting of Best Buy Co , Inc and subsidianes (the "Company") as of February 28, 2009,
based on cntena established in Intemal Control — Integrated Framework 1ssued by the Committee of Sponsorng Organizations of the Treadway
Commission As described in Management's Report on Intemal Control Over Financial Reporting, management excluded from its assessment the
internal control over financial reporting at Best Buy Europe, which was acquired on June 28, 2008, and whose financial statements reflect total
assets and total revenues constituting 26% and 7%, respectively, of the consolidated financial statement ameounts as of and for the year ended
February 28, 2009 Management has also excluded from its assessment the internal control over financial reparting at Napster, which was
acquired on October 25, 2008, and whose financial statements reflect total assets and total revenues that constitute less than 1% of the
consolidated financial statement amounts as of and for the year ended February 28, 2009 Accordingly, our audit did not include the intemal
control over financial reporting at Best Buy Europe and Napster The Company’s management I1s responsible for maintaining effective internal
control over finangial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management's Report en Internal Control Over Financiat Reporting Our responsibility 15 to express an opinton on the Company’s internal control
over financial reparting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States) Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
mantained in all matenal respects Qur audit included cbtaining an understanding of mternal control over financial reporting, assessing the nsk
that a matenal weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed nsk, and
performing such other procedures as we considered necessary in the circumstances We believe that our audit provides a reasonable basis for
our opinion

A company's internal control over financial reporting s a process designed by, or under the supervision of, the company's principal executive and
prnncipal financial officers, or persons performing similar functions, and effected by the company's board of directors, management, and other
personnel to provide reasonable assurance regarding the reliabilty of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting pnnciples A company's internal control over finanaal reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detall, accurately and faily reflect the transactions and
dispositions of the assets of the company, {2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial staterments in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authonzations of management and directors of the company, and {3) provide reasonable assurance regarding
prevention or imely detection of unauthonzed acquisition, use, or disposition of the company's assets that could have a matenal effect on the
financial statements

Because of the inherent imitations of internat control over financial reporting, Including the possibility of collusion or improper management
overnide of controls, material misstatements due to eror or fraud may not be prevented or detected on a timely basis Also, projections of any
evaluation of the effectiveness of the internal control over financial reporting to future penods are subject to the nsk that the controls may become
inadequate because of changes in conditions, or that the degree of comphance with the policies or procedures may detencrate

I our opinion, the Company maintained, in all matenal respects, effective intemal control over financial reporting as of February 28, 2009, based
oh the cnitena established in Infermal Controf — Integrated Framework 1ssued by the Committee of Sponsoring Organizations of the Treadway
Commission
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We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
financial statements and financial statement schedule as of and for the year ended February 28, 2009 of the Compary and our report dated
Apnl 24, 2009, expressed an unqualified opirion on those financial statements and financial statement schedule and included an explanatory
paragraph relating to the Company's change effective March 4, 2007, in its method of accounting for uncertain tax benefits

Delalke {Tonelo_wie

Minneapols, Minnesota
Aprl 24, 2009
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Consolidated Balance Sheets

$ in millions, except per share and share amounts

February 28, March 1,
2009 2008
Assets
Current Assots
Cash and cash equivalents $ 498 $ 1438
Short-term investments 1 64
Receivables 1,868 548
Merchandise inventones 4,753 4,708
Other current assets 1,062 583
Total current assets 8,182 7.342
Property and Equipment
Land and buildings 7485 732
Leasehold improvements 2,013 1,752
Fixtures and equipment 4,060 3,057
Property under capital lease 112 67
6,940 5,608
Less accumulated depreciation 2,766 2,302
Net property and equipment 4,174 3,306
Goodwill *' 2,203 1,088
Tradenames 173 97
Customer Relationships 322 5
Equity and Other Investments 395 605
Other Assets 367 315
Total Assets $ 15,826 $ 12,758
Liabilities and Shareholders' Equity
Current Liabilites  _
Accounts payable $ 4,997 $ 4,297
Unredeemed gift card habilities 479 531
Accrued compensation and related expenses 459 373
Accrued liabilites 1,382 975
Accrued income taxes 281 404
Short-term debt 783 156
Current portion of long-term debt 54 33
Total current habilibes 8,435 6,769
Long-Term Llabilities 1.109 838
Long-Term Debt 1,126 627
Minority Interests 513 40
Shareholders’ Equity "
Preferred stock, $1 00 par value Authorized — 400,000 shares, Issued and outstanding — none — —_
Common stock, $0 10 par value Authonzed — 1 0 biflion shares, Issued and outstanding —

413,684,000 and 410,578,000 shares, respectively . 41 4%
Additional paid-in capital i - 205 8
Retained earmings . 4,714 3933
Accumulated other comprehensive {loss) income (317) 502

Total sharehclders’ equity 4,643 4,484
Total Liabilities and Shareholders® Equity $ 15,826 $ 12,758
See Notes to Consolidated Financial Statements
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Consolidated Statements of Earnings

$1n millions, except per share amounts

February 28, March 1, March 3,

Fiscal Years Ended 2009 2008 2007
Revenue % 45,015 § 40,023 $ 35,934
Cost of goods sold 34,017 30,477 27,165
Gross profit 10,998 9,546 8,769
Selling, generat and administrative expenses 8,984 7,385 6,770
Restructuring charges 78 — —
Goodwill and tradename impairment 66 — —
Operating income 1,870 2,161 1,999
Other iIncome (expense)

Investment income and other 35 129 162

Investment impairment {111) — —_

Interest expense (94)” {62) (31}
Earnings before income tax expense, minonty interests and equity in income (loss} of

affihates 1,700 2,228 2,130

Income tax expense 674 815 752
Minonty interests In earnings (30) (3) {1)
Equity in income (loss} of affiliates 7 (3) —
Net eamings 5 1,003 $ 1407 $ 1,377
Earmings per share

Basic $ 243 $§ 320 $ 286

Diluted $ 239 $ 312 $ 279
Weighted-average common shares outstanding (in mifiions}

Basic . 4125 4399 482 1

Diluted 4229 4529 496 2

See Notes to Consolidated Financial Statements
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Consolidated Statements of Cash Flows

3 in millions

February 28, March 1, March 3,
Fiscal Years Ended 2009 2008 2007
Operating Activities
Net eamings $ 1,003 $ 1,407 $ 1,377
Adjusiments to reconcile net earnings to totat cash provided by operating activities -
Depreciation 730 580 509
Amortization of definite-lived intangible assets 63 1 —
Asset impairments 177 — —
Restructunng charges 78 - —_
Stock-based compensation 10 105 121
Deferred income taxes 43) 74 82
Minonty interests 30 3 1
Excess tax benefits from stock-based compensation {6) (24) (50)
Other, net 12 4] 20
Changes in operating assets and llabilities, net of acquired assets and habilities
Recewvables {419) 12 (70)
Merchandise inventories 258 (562) {550)
Other assets (175) 42 (47)
Accounts payable 139 221 320
Other habilities {75) 74 185
Income taxes {5 99 (136)
Total cash provided by operating activiies 1,877 2,025 1,762
Investing Activities
Additions to property and equipment, net of $42 and $80 non-cash capital expenditures
in fiscal 2009 and 2008, respectively {1,303) (797) (733)
Purchases of investments 81) {8,501) (4,789)
Sales of investments 246 10,935 5,005
Acquisiions of businesses, net of cash acquired (2,3186) (£9) (421)
Change in restnicted assets 97 (85) 63
QOther, net - {22) 1 5
Total cash (used in) provided by mvesting activities (3,573) 1,464 (780)
Financing Activities
Repurchase of common stock - (3,461} (599)
Issuance of commen stock under employee stock purchase plan and for the exercise ]
of stock options 83 146 217
Dividends paid {223) (204) (174)
Repayments of debt . (4.712) (4,353) {84)
Proceeds from 1ssuance of debt 5,606 4,486 i 96
Excess tax benefits from stock-based compensation 6 24 50
Other, net (23) (16} {(19)
" Total cash provided by (used in) financing activities ! - - 737 (3,378} (513)
Effoct of Exchange Rate Changes on Cash 19 122 {12)
{Decrease) Increase in_Cash and Cash Equivalents . (940) 233 457
Cash and Cash Equivalents at Beginning of Year 1,438 1.205 748
Cash and Cash Equivalents at End of Year $ . 498 $ 1438 $ 1,205
Supplemental Disclosure of Cash Flow Information
Income taxes paid ‘ $ 766 $ 644 $ 804
Interest paid 83 48 14
See Notes to Consolidated Financial Statements
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Consolidated Statements of Changes in Shareholders’ Equity
$ end shares in millions

Accumulated

Additional Other
Common Common Paid-in Retained Comprehensive
Shares Stock Capital Earnings Income (Loss) Total
Balances at February 25, 2006 - 485 $ 49 $ 643 $ 4,304 $ 261§ 5,257
Net earnings — —_ —_ 1,377 _ 1,377
Other comprehensive loss, net of tax
Foreign currency translation
adjusiments — - —_ — (33) (33)
Unrezlized losses on )
avallable-for-sale investments — — -— - . ] {12} (12}
Total comprehensive income 1,332
Stock options exercised ) ) o 7 1 T 187 - ) —_ 168
Tax benefit from stock options exercised and
employee stock purchase ptan — = 47 — — 47
Issuance of common stock under employee . T - N
stack purchase plan - . 1 —_ . 49 — — 49
Stock-based compensation - - 121 —_ — 121
Common stock dividends, $0 36 per share ™ — —. — (174) ... — (174)
Repurchase of common stock {12) {2} {587) — — (599)
Balances at March 3, 2007 ) 484 48 430 5,507 216 6,201
Nel earnings . . . —. — — 1.407 — 1,407
Other comprehensive income (loss}, net of tax ..
Foreign currency translation
adjustments i — —_ — _ n Khb|
« Unrealized losses on - ) - - - .
avallable-for-sale investments — — — —_ (25} {25)
Total comprehensive income 1,693
Cumulative effect of adopting a new accounting ) ot
standard - — —_ — (13) - (13}
Stock options exerased 4 — 93 — — 93
Tax benefit from stock options exercised and
employee stock purchase plan — —_ 17 —_ — 17
Issuance of common stock under employee
stock purchase plan 1 — 53 —_ — 53
Stock-based compensation — —_ 108 — — 105
Common stock dividends, $0 46 per share —_ — — (204} — (204)
Repurchase of common stock (75} (7) . (690) (2,764) . - (3,461)
Balances at March 1, 2008 411 41 8 3,933 502 4,484
Net earnings . = — —_ 1,003 ) .- 1,003
Other comprehensive {loss) income, net of tax
Foreign currency transiation
adjustmenls - — —_ — .. (830) (830)
Unrealized losses on
available-for-sale investments - — — - (19) (19)
Reclassification adjustment for
impairment loss on
available-for-sale secunty included
in net earnings _ — — —_ 30 30
Total comprehensive iIncome 184
Stock options exercised 2 — 34 —_ -_— 34
Tax benefit from stock options exercised and
employee stock purchase plan _ —_— 4 — —_ 4
Issuance of common stock under employee
stock purchase plan  _ R 1 — 49 — — 49
Stock-based compensation —_ — 110 — —_ 110
Common stock dividends, $0 54 per share — —_ —_ (222) — (222)
Balances at February 28, 2009 414 $ 41 $ 205 $ 4,714 $ (317) & 4,643

See Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

$ in milhons, except per share amounts or as otherwise noted
1. Summary of Significant Accounting Policies
Description of Business

Unless the context otherwise requires, the use of the terms "Best Buy," "we," "us” and "our” in these notes to consolidated financiat statements
refers to Best Buy Co, Inc and, as applicable, its consolidated subsidianes Best Buy 1s a specialty retailer of consumer electronics, home office
products, entertainment software, appliances and related services

We operate two reportable segments Domestic and International The Domestic segment is compnsed of store, call center and online operations
in all states, districts and terntones of the U §, operating under the brand names Best Buy, Best Buy Mobile, Geek Squad, Magnolia Audie Video,
Napster, Pacific Sales and Speakeasy U S Best Buy stores offer a wade vanely of consumer electromics, home office products, entertainment
software, apphances and related services Best Buy Mobtle offers a wide selection of mobile phones, accessones and related services Geek
Squad provides residential and commercial computer reparr, support and instaliation services Magnoha Audio Video stores offer high-end audio
and video products and related services Napster 13 an online provider of digital music Pacific Sales stores ofier high-end home-improvement
products including appliances, consumer electromics and related services Speakeasy provides broadband, voice, data and information technology
services

The International segment 1s compnsed of (i) all Canada store, call center and online operations, operating under the brand names Best Buy, Best
Buy Mobile, Future Shop and Geek Squad, (1) all Europe store, call center and oniine operations, operating under the brand names The Carphone
Warehouse, The Phone House and Geek Squad, () all China store, call center and cnline operations, operating under the brand names Best
Buy, Geek Squad and Five Star and (1v) all Mexico store operations operating under the brand names Best Buy and Geek Squad QOur
International segment offers products and services similar to those of our U S Best Buy stores However, Best Buy Canada stores do not carry
apphances and Best Buy China stores and Five Star stores do not carry entertainment software Further, our store format and offenngs in Europe
are similar to our Best Buy Mobile format and offenngs in the U S, pnmanly offenng mobile phones and related accessornes and services

In support of our retail store operations, we also mamntain Web sites for each of our brands (BestBuy com, BestBuy ca, BestBuy com cn,
espancl BestBuy com, BestBuyMohile com, CarphoneWarehouse com, Five-Star cn, FutureShop ca, GeekSquad com, GeekSquad ¢a,
MagncliaAV com, Napster com, PacificSales com, PhoneHouse com and Speakeasy net)

Basls of Prosentation

The consolidated financial statements include the accounts of Best Buy Co , Inc and its consolidated subsidiares Investments in unconsolhdated
entities over which we exercise significant influence but do not have contral are accounted for using the equity method Our share of the net
earnings or loss was not significant for any penod presented We have eliminated all intercompany accounts and transactions

We consolidate the financial results of our Europe, China and Mexico operations on a two-month lag There were no significant intervening events
which would have matenally affected our conschdated financal statements had they been recorded during the fiscal year

Reclassifications

To maintain conststency and comparability, certain amounts from previously reported consolidated financial stalements have been reclassified to
conform to the current-year presentation We reclassified

to customer relationships, $5 at March 1, 2008, which was previously reported in other assets on our conscohdated balance
sheet, and

to minonty interests, $3 and $1, and to amortization of definite-lived intangible assets, $1 and $0, for the years ended March 1,
2008, and March 2, 2007, respectively, which were previously reperted in other, net wathun cash provided by aperating activities
on our consolidated statements of cash flows
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These reclassifications had no effect on previously reported consolidated aperating income, net earmings, shareholders' equity or cash flows from
operating activities

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting prninciples generally accepted in the U S ("GAAP™) requires us to make
estimates and assumptions These estimates and assumptions affect the reported amounts in the consolidated balance sheets and statements of
earnings, as well as the disclosure of contingent habiities Future results could be matenally affected if actual results were to differ from these
estimates and assumptions

Fiscal Year

Qur fiscal year ends on the Saturday nearest the end of February Fiscal 2009 and 2008 each included 52 weeks, and fiscal 2007 included
53 weeks

Cash and Cash Equivalents

Cash primanly consists of cash on hand and bank deposits Cash equivalents pnmanly consist of money marke! accounts and other highty liquid
investments with an onginal matunty of three months or less when purchased The amounts of cash equivalents at February 28, 2008, and
March 1, 2008, were $159 and $871, respectively, and the weighted-average interest rates were 0 1% and 4 1%, respectively

Qutstanding checks in excess of funds on deposit (book overdrafts) totaled $146 and $153 at February 28, 2009, and March 1, 2008, respectively,
and are reflected as accounts payable in our consolidated balance sheets

Merchandise Inventories

Merchandise inventones are recorded at the lower of cost using either the average cost or first-in first-out method, or market In-bound
freight-retated costs frem our vendors are included as part of the net cost of merchandise inventories Also included in the cost of inventory are
certain vendor allowances that are not a reimbursement of specific, incremental and identifiable costs to promote a vendor's products Other costs
associated with acquiring, stonng and transporting merchandise inventories to our retail stores are expensed as incurred and included in cost of
goods sold

Our inventary loss reserve represents antictpated physical inventory losses (e g , theft} that have occurred since the last physical inventory date
Independent physical mventory counts are taken on a regular basis to ensure that the inventory reported in our consolidated financial statements
1s properly stated During the intenm period between physical inventory counts, we reserve for anticipated physical inventory losses on a
location-by-location basis

Our markdown reserve represents the excess of the carrying value, typically average cost, over the amount we expect to reatize from the ulimate
sale or other disposal of the inventory Markdowns establish a new cost basis for our inventory Subsequent changes in facts or circumstances do
not result in the reversal of previously recorded markdowns or an increase In that newly established cost basis

Restricted Asseots

Restncted cash and investments in debt secunties totaled $511 and $408, at February 28, 2009, and March 1, 2008, respectively, and are
included 1n other current assets or equity and other investments in our consolidated balance sheets Such balances are pledged as colfateral or
resincted to use for vendor payables, general hability insurance, workers’ compensation insurance and warranty programs

Property and Equipment

Property and equipment are recerded at cost We compute deprectation using the straight-ine method over the estimated useful lives of the
assets Leasehold improvements are depreciated over the shorter of their estimated useful ives or the period from the date the assets are placed
in service o the end of the initial lease term Leasehold improvements made sigmificantly after the imbial lease term are depreciated over the
shorter of their estimated useful ives or the remaining lease term, including renewal penods, if reasonably assured Accelerated depreciation
methods are generally used for income tax purposes

When property Is fully depreciated, retired or otherwise disposed of, the cost and accumulated depreciation are
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removed from the accounts and any resulting gain or loss is reflected in the consolidated statement of eamings

Repairs and maintenance costs are charged directly to expense as incurred Major renewals or replacements that substantially extend the useful
Iife of an asset are capitalized and depreciated

Costs associated with the acquisition or development of software for internal use are captahzed and amortized over the expected useful Ife of the
software, from three to seven years A subsequent addibon, moedification or upgrade o internal-use software 1s capitalized only to the extent that it
enables the software to perform a task it previously did not perform Capitalized software 1s included in fixtures and equipment Software
maintenance and traiming costs are expensed in the penod incurred

Property under capital lease 1s compnsed of bulldings and equipment used in our retall operations and corporate support functions The related
depreciation for capital lease assets 1s included i depreciation expense The carrying value of property under capital lease was $68 and $54 at
February 28, 2009, and March 1, 2008, respectively, net of accumulated depreciation of $44 and $13, respectively

Estimated useful ives by major asset category are as follows

Life
Asset {in years}
Buildings 25650
Leasehold improvements 3-25
Fixtures and equipment 3-20
Property under capita lease 2-20

Impairment of Long-Lived Assets and Costs Associated With Exit Activities

We account for the impairment or disposal of long-lived assets in accordance with Statement of Financial Accounting Standards ("SFAS") No 144,
Accounting for the Imparment or Disposal of Long-Lived Assets, which requires long-lived assets, such as property and equipment, lo be
evaluated for impairment whenever events or changes in circumstances indicate the carrying value of an asset may not be recoverable Factors
considered important that could result tn an imparment review include, but are not imited to, significant underperformance relative to histoncal or
planned operating results, significant changes in the manner of use of the assets or significant changes 1n our business strategies An impairment
loss 1s recognized when the estimated undiscounted cash flows expected to result from the use of the asset plus net proceeds expected from
disposiion of the asset (if any) are less than the carrying value of the asset When an impairment loss 1s recognized, the camrying amount of the
asset1s reduced to its estmated fair value based on quoted market pnces or other valuation techmigues

The present value of costs associated with location closings, pnmanly future lease costs (net of expecled sublease income), are charged to
earnings when a location 1s vacaled We acceterate depreciation on property and equipment we expect to retwe when a decision 1s made to
abandon a location

Leases

We conduct the majonty of our retall and distribution operations from leased locations The leases require payment of real estate taxes, insurance
and common area maintenance, In addition 1o rent The lerms of our lease agreements generally range from 10 to 20 years Most of the leases
contain renewal options and escalation clauses, and certain store leases require contingent rents based on factors such as specified percentages
of revenue or the consumer price index Other leases contain covenants related 1o the mantenance of financial ratios

For leases that contain predetermined fixed escalations of the mmimum rent, we recognize the related rent expense on a straight-ine basis from
the date we take possession of the property to the end of the inibal lease term We record any difference between the straight-ine rent amounts
and amounts payable under the leases as part of deferred rent, in accrued habihtes or long-term liabilities, as appropnate

Cash or lease incentives recewved upon entenng into certain store leases ("tenant allowances™) are recogrized on a straight-line basis as a
reduction to rent from the date we take possession of the property through the end of the inital lease term We record the unamortized portion of
tenant allowances as a part of deferred rent, In accrued liabihties or long-tenm habilibes, as appropnate
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Al February 28, 2009, and March 1, 2008, deferred rent included in accrued habilities in our consolidated balance sheets was $26 and $24,
respectively, and deferred rent included in long-term habiliies m our consoldated balance sheets was $283 and $265, respectively

Transaction costs associated with the sale and leaseback of properties and any related gain or {oss are recognized on a straight-ine basis over
the mitial penod of the lease agreements We do not have any retained or contingent interests in the properties, nor do we provide any guarantees
in connection with the sale and leaseback of properties, other than a corporate-leve! guarantee of lease payments

We also lease certan equipment under noncancelable operating and capital leases In addition, we have financing leases for which the gross cost
of constructing the asset 1s included in property and equipment, and amounts reimbursed from the landlord are recorded as financing obligations
Assets acquired under capital and financing leases are depreciated cver the shorter of the useful iife of the asset or the lease term, including
renewal penods, If reasonably assured

Goodwill and Intangible Assets
Goodwifl

Goodwill 1s the excess of the purchase pnce over the farr value of identifiable net assets acquired in business combinations accounted for under
the purchase method We do not amortize goodwill but test it for impairment annually in the fiscal fourth quarter, or when indications of potential
impairment exist These indicators would tnclude a significant change in cperating performance, the business cimate, legal factors, competition, or
a planned sale or disposition of a significant pertion of the business, among other factors We test for goodwili impairment utifizing a far value
approach at the reporting unit level Areporting urit 1s an operating segment, or a business unit one level below that operating segment, for which
discrete financial information 1s prepared and regularly reviewed by segment management We have deemed our reporting units to be one level
below our operating segments, Domestic and International, which is the level at which segment management regularly reviews operating results
and makes resource allocation decisions

Tradenames

We have indefinite-fived intangible assets related to our Pacific Sales, Speakeasy and Napster tradenames which are included in our Domestic
segment We also have indefinite-lived intangible assets related to our Future Shop and Five Star tradenames and definite-lived intangible assets
related to our The Carphone Warehouse and The Phone House tradenames, which are included in our Intemational segment

Qur valuation of identifiable intangible assets acquired is based on information and assumptions available to us at the time of acquisition, using
income and market approaches to determine fair value We test our tradenames annually for impairment, or when indications of potential
impairment exist

Our tradenames were as follows

February 28, March 1,
2009 2008
Indefinde-hved $ 104 3 97
Definite-lived 69 —
Total $- 173 $ 97

Impaiment Testing

The impairment test for goodwill involves comparing the fair value of a reporting unit fo ifs carrying amount, including goodwill If the carrying
amount of the reporting unit exceeds its fair value, a second step 1s required to measure the goodwill impairment loss The second step includes
hypothetically valuing all the tangtble and intangible assets of the reporting unit as if the reporting unit had been acquired In a business
combination Then, the implied far value of the reporting unit's goodwill 1s compared to the carrying amount of that goodwill If the carrying amount
of the reporting unit's goodwill exceeds the implied fair value of the goodwill, we recogmze an impairment loss in an amount equal to the excess,
not to exceed the carrying amount We determine the fair values calculated in an impairment test using free cash flow models involving
assumptions that are based upon what we believe a hypethetical marketplace participant would use in estmating fair value on the measurement
date The key assumptions relate to margins, growlh rates, capital expenditures, terminal values and weighled-average cost of capital rates In
developing these assumptions, we
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compare the resulting estimated enterpnse value denved by the aggregate farr values of our reporting units o our market enterpnse value plus an

estimated control premiumn

The impairment test for tradenames nvolves comparnng the fair value to its carrying amount We denve fair value based on a discounted cash flow
model (e g , rehef from royalty approach) using assumptions about revenue growth rates, royalty rates, the appropnate discount rates relative to

risk and estimates of terminal values

If changes 1n growth rates, estimated cash flows, economic conditions, discount rates or estimates of terminal values were to occur, goodwill or

tradenames may become imparred

Dunng the fourth quarter of fiscal 2009, we completed our annual impairment testing of our goodwill and tradenames, using the valuation
techniques descnbed above, and recorded goodwill and tradename imparment charges of $62 and $4, respeclvely, related to our Speakeasy
reporting unit The decline in the fair value of our Speakeasy reporting unit below its book value was pnmanly the result of lower than expected
revenue growth relative to the assumpticns we made in the pror fiscal year, partially due to slower-than-antiaipated synergies with Best Buy

The changes in the carrying amount of goodwill and indefinte-ived tradenames by segment were as follows in fiscal 2009, 2008 and 2007

Goodwill Tradenames
Domestic international Total Domastic International Total
Balances at February 25, 2006 $ 6 $ 551 § 657 5 - $ 44 5 44
Acgquisitions 369 27 396 17 21 38
Tax adjustment( — (21) (21) — — —
Changes in foreign currency exchange
rates - (13) (13) — (1) {1)
Balances at March 3, 2007 375 544 91% 17 64 81
Acquisitions 75 {4) 71 6 —_ 5]
Tax adjustment {1 — {3 (3 - - -
Changes in foreign currency exchange
rates —_ 101 101 —_ 10 10
Balandes at March 1, 2008 450 638 1,088 23 74 97
Acquisitions 46 1,641 1,687 13 8 21
Tax adjustmentt' — 17 17 — - —
impairments (62) — (62) {4) —_ (4)
Changes n foreign currency exchange
rates’ -_— (527) {5271} - — (10) (10}
Balances at February 28, 2009 $ 434 $ 1,769  $ 2,203 5 32 $ 72 $ 104
)
Adjustment related to the resolution of certain tax matters associated with our acquisiton of Future Shop and Five Star stores
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Defimte-Lived Intangible Assets

The followang table prowvides the gross carrying amount and related accumulated amortization of defimte-lived intangible assets

February 28, 2009 March 1, 2008
Gross Carrylng Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
Tradenames $ 19 $ (10) $ — $ —
Customer relationships 367 (45) 6 {1
Total $ 446 $ (55) $ 6 5 {1)

Total amortizaton expense was $63, $1, and $0 in fiscal 2009, 2008, and 2007, respectvely At February 28, 2009, future amortization expense
for identifiable intangible assets for the next five fiscal years 1s expected to be

Fiscal Year

2010 $84
2011 83
2012 62
2013 42
2014 38
Thereafter 82

Lease Rights

Lease nghts represent costs incurred to acquire the lease of a specific commercial property Lease rights are recorded at cost and are amortized
to rent expense over the remaining lease term, including renewal penocds, if reasonably assured Amortization penods range up to 18 years,
beginning with the date we take possession of the property The foliowing table prowides the gross carrying amount and related accumulated
amortization of lease nghis

February 28, 2009 March 1, 2008
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortlzation
Lease rights $ 119 $ (29) $ - 37 5 (20)

Lease nghts amortization expense was $9, $5 and $4 in fiscal 2008, 2008 and 2007, respectively We expect current lease nghts amortization
expense to be approximalely $11 for each of the next five fiscal years

Investments
Debt Securnties

Qur short-term and long-term investments in debt securities are compnsed of auction-rate secunties and commercial paper In accordance with
SFAS No 115, Accounhng for Certamn Investments in Debt and Equity Secunties, and based on our ability to market and sell these instruments,
we classify auction-rate securities and other investments in debt secunties as available-for-sale and camry them at farr value Auction-rate
secunties were intended to behave like short-term debt instruments because their interest rates reset penodically through an auction process,
typically at intervals of 7, 28 and 35 days Investments in these secunties can be sold for cash at par value on the auction date if the auction 1s
successful Substantally all of our auction-rate secunties are AAA/Aaa-rated and collateralized by student loans, which are guaranteed 95% to
100% by the U 8 government We also hold auction-rate secunties that are in the form of municipal revenue bonds, the vast majonty of which are
AAA/Aaa-rated and insured by bond insurers We do not have any investments in secunties that are collateralized by assets that mclude
mortgages or subprime debt Our mtent wath these investments 1s not to hold these secunties to matunty, but to use the penodic auction feature to
provide ltquidity as needed See Note 3, lnvestments, for further information
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In accordance with our investment policy, we place our investments in debt secunties with 1ssuers who have high-quality credit and imit the
amount of Investment exposure to any one 1Issuer The pnmary objective of our nvestment activities 1 to preserve principal and mamtain a desired
level of liquidity to meet working capital needs We seek to preserve principal and minimize expoesure to interest-rate fluctuations by miting defautt
nsk, market nsk and retnvestment nsk

Marketable Equity Securttes

We also invest in marketable equity secunties and classify them as availlable-for-sale Investments in marketable equity secunties are included in
equity and other investments in our consclidated balance sheets, and are reported at farr value based on quoted market pnces All unrealized
holding gains and losses are reflected net of tax in accumulated other comprehensive income In shareholders’ equity

Other investments

We also have investments that are accounted for on either the cost methed or the equity method that we include in equity and other investments in
our consohidated balance sheets

We review the key charactenstics of our debt, marketable equity secunties and other investments portfolio and their classification in accerdance
with GAAP on an annual basis, or when indications of potential impatrment exist If a decline in the fair value of a security 1s deemed by
management {o be other-than-lemporary, we write down the cost basis of the mvestment {o fair value, and the amount of the write-down 15
included 1n net earnings

Insurance

We are selfansured for cerfan losses related to health, workers' compensation and general hability claims, although we obtain third-party
Insurance coverage to imit our exposure to these clams A porhion of these self-nsured losses 1s managed through a wholly-owned nsurance
captive We estimate our self-insured liabilities using a number of factors, including historical claims expenence, an estimate of incurred but not
reporied claims, demographtc factors, seventy factors and valuations provided by independent third-party actuanes Qur self-insured habiities
tncluded in the consolidated balance sheets were as follows

February 28, March 1,

2009 20038

Accrued habilties * ] 71 $ 52
Long-term liabilities 50 45
Total ) ! $ 121 $ a7

Inventory Financing

We have inventory financing faciities through which certain suppliers receive payments from a designated finance company on Invoices we owe
them Amounts due under the faciiities are collateralized by a secunty interest in certain merchandise inventones The amounts extended bear
interest, if we exceed certain terms, at rates specified in the agreements We impute interest based on our bomowing rate where there 1s an
average balance outstanding Imputed interest I1s not significant Certain agreements have provisions that entille the lenders to a portion of the
cash discounts prowided by the supplers

At February 28, 2008, and March 1, 2008, $6 and $26, respectively, were outstanding and included in accrued liabiliies on our consolidated
balance sheet, and $18 and $215, respectively, were available for use under these inventory financing faciibies

Borrowings and payments on our inventory financing facilites were classified as financing aclivities in our consolidated statements of cash flows in
other, net

{ncome Taxes

We account for mcome taxes using the asset and habiity method Under this method, deferred tax assets and habilihes are recognized for the
estimated future tax consegquences attributable to differences between the financial statement carrying amounts of existing assets and Labilities
and their respeclive tax bases, and operating loss and tax credit carryforwards Deferred tax assets and liabilties are measured pursuant to tax
laws using rates we expect to apply to taxable mcome in the years in which we expect those temporary differences to be recovered or selfled We
recognize the effect of a change 1n iIncome tax rates on deferred tax assets and habilities in our consolidated statement of earmings in the penod
that includes the enactment date We record a valuation
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allowance to reduce the carrying ameunts of deferred {ax assets if it 1s more likely than net that such assets will not be realized

In determining our provision for income taxes, we use an annual effective iIncome tax rate based on annuat income, permanent differences
hetween book and tax income, and statutory income tax rates The effective income tax rate also reflects our assessment of the ultimate outcome
of tax audits We adjust our annual effective income tax rate as additional infermation on outcomes or events becomes available Discrete events
such as audit settlements or changes in tax laws are recognized in the penod in which they oceur

Our income tax returns, like those of most companies, are penodically audited by U S federal, state and local and foreign tax authonties These
audits nclude questions regarding our tax filng positions, including the timing and amount of deductions and the allocation of income among
vanous tax junsdictions At any one trme, multiple tax years are subject to audit by the vanous tax authonties In evaluating the tax benefits
associated with our vanous tax filing positions, we record a tax benefit for uncertain tax positions using the tughest cumulative tax benefit that 1s
more-likely-than-not to be realzed A number of years may elapse before a pariicular matter, for which we have established a hability, 1s audited
and effectively settted We adjust our hability for unrecognized tax benefits in the penod in which we determine the 1ssue 15 effectively settled with
the tax authonties, the statute of imitatiens expires for the relevant taxing authonty to examine the tax position or when more information becomes
avallable We include our Lability for untecognized tax benefits, including accrued penalties and interest, in accrued income taxes and other
long-term liabilities on our consolidated balance sheets and in income tax expense 1n our consohdated statements of earnings

We adopted the provisions of Financial Accounting Standards Board ("FASB") Interpretation ("FIN") No 48, Accounfing for Uncertainty in Income
Taxes — an Inferprefation of FASB Staternent No 109, effective March 4, 2007 FiN No 48 provides guidance regarding the recognition,
measurement, presentation and disclosure in the financial statements of tax positions taken or expecled to be taken on a tax return, including the
decision whether to file or not to file in a particular junsdiction FASB Staff Position ("FSP") FIN No 48-1, Definition of Settlement in FASE
interpretation No 48, provides further guidance on how a company should determine whether a tax posihion 1s effectively settled for the purpose of
recognizing previously unrecognized tax benefits We adopted the provisions of FSP FINNo 48-1 beginning in the first quarter of fiscal 2008 See
Note 10, income Taxes, for further information

Long-Term Liabilities

The major components of long-term habilities at February 28, 2009, and March 1, 2008, included long-term rent-related habilities, unrecognized tax
benefits recorded pursuant to FIN No 48, deferred tax babilities, advances received under vendor alliance programs, deferred compensation plan
liabilibes and self-insurance reserves

Foreign Currency

Foreign currency denominated assets and habilites are translated into U § dollars using the exchange rates in effect at our consolidated balance
sheet date For operations reported on a two-month lag, we use the exchange rates in effect twa months prior to our consolidated balance sheet
date Results of operations and cash flows are translated using the average exchange rates throughout the penod The effect of exchange rate
fluctuations on transiation of assets and habidihes 1s included as a2 component of shareholders' equity in accumulated other comprehensive income
Gains and losses from foremgn currency transactions, which are included in sefling, general and administrative expenses ("SG&A"), have not been
significant

Fair Value of Financial Instruments

The carrying amount of cash and cash equivalents, receivables, accounts payable and accrued habilities approximates fair value because of the
short matunty of these instruments See Note 6, Debt, for mformation related to the far value of our long-term debt
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Revenue Recogniticn

Qur revenue anses pnmanly from sales of merchandise and services We also record revenue from sales of service contracts and extended
warranbes, fees eamed from private label and co-branded credit card agreements and amounts billed to customers for shipping and handliing

We recognize revenue when the sales pnce Is fixed or determinable, colleclibility 1s reasonably assured and the customer lakes possession of the
merchandise, or In the case of services, at the time the service 1s provided Revenue 15 recognized for store sales when the customer receives and
pays for the merchandise For oniine sales, we estimate and defer revenue and the related product costs for shpments that are in-transit to the
customer Revenue is recognized at the time we estimate the customer recetves the product Customers typically receive goods within a few days
of shipment Such amounts were immatenal at February 28, 2009, and March 1, 2008

Revenue from merchandise sales and services 1s reported net of estimated sales retumns and excludes sales taxes We estimale our sales retums
reserve based on historical return rates Our sales retumns reserve was $94 and $101, at February 28, 2009, and March 1, 2008, respectively, and
was recorded as a reduction of revenue

We sell service contracts such as for phone or television service as well as extended warranties that typically have terms that range from three
months to four years n junsdictions where we are deemed to be the cbligor on the contract, sence revenue Is recognized in revenue ratably over
the term of the service contract !n junsdictions where we sell service coentracts or extended warranties on behalf of an unrelated third party, where
we are not deemed to be the obligar on the contract, commissions are recogrized in revenue at the hme of sale Commissions from the sale of
extended warranties represented 2 0%, 2 1% and 2 2% of revenue in fiscal 2009, 2008 and 2007, respectively

For revenue transactions that involve multiple deliverables, we defer the revenue associated with any undelivered elements The amount of
revenue deferred In connection with the undelivered elements 1s determined using the relative fair value of each element, which is generally based
on each element's relative retaill pnce

For additional information related to cur credit card arangements, see Credit Services and Financing, below
For additional information regarding our customer loyalty programs, see Sales Incentives, below

Gift Cards

We sell qift cards to our customers in our retait stores, threugh our Web sites, and through selected third parties We do not charge administrative
fees on unused gift cards, and our gift cards de not have an expiration date We recognize revenue from gift cards when (1) the gift card 1s
redeemed by the customer, or (1) the ikelihaod of the gift card being redeemed by the custemer s remote ("gift card breakage"}, and we
determine that we do not have a legal obligation to remit the value of unredeemed gift cards to the relevant junsdictions We determine our gift
card breakage rate based upon histoncal redemption pattems Based on our histarical information, the hikelihood of a gift card remaining
unredeemed can be determined 24 months after the gift card 1s 1ssued At that ime, we recognize breakage income for those cards for which the
likelihood of redemption 1s deemed remate and we do not have a legal obhgation to remit the value of such unredeemed gift cards to the relevant
junsdictions  Gift card breakage income 1s included in revenue in our consolidated statements of eamings

Gifi card breakage income was as follows in fiscal 2009, 2008 and 2007
2009 2008 20071}

Gift card breakage . $ 38 $ 34 $ 45
income . . . .

(1
Due to the resolution of certain legal matters associated with gift card liabilities, we recognized $19 1n fiscal 2007 that related to prior fiscal
years

Credit Services and Financing

In the U S, we have pnvate-label and co-branded credit card agreements with banks for the 1ssuance of promotional financing and customer
loyalty credit cards beanng the Best Buy brand Under the agreements, the banks manage and directly extend credit to our customers
Cardholders who choose a private-label credit card can receive low- or zero-interest pramotional financing on gualifying purchases
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The banks are the sole owner of the accounts receivable generated under the programs and absorb losses associated with non-payment by the
cardholders and fraudulent usage of the accounts Accordingly, sales generated through our prnivate-label and co-branded credit cards are not
reflected in our receivables We eam revenue from fees the banks pay to us based on the number of credit card accounts activated and card
usage In accordance with Emerging Issues Task Force ("EITF") No 00-21, Revenue Amangements with Multiple Deliverables, we defer revenue
received from cardholder account activations and recognize revenue on a straight-line basis over the remaining term of the agreement The banks
may also reimburse us for certain costs such as tender costs and Reward Zone points associated with our programs Financing fees paid by us to
the banks based on charge volume, cardholder creditworthiness and the types of promoticnal financing offers are recognized as a reduction of
revenue

We also have similar agreements for the 1ssuance of pnivate-label and co-branded credit cards with banks fer our businesses in Canada and
China

In addition to our pnvate-labe! and co-branded credit cards, we also accept Visa®, MasterCard®, Discover®, JCB® and American Express® credit
cards, as well as debit cards from all major networks

Sales Incentives

We frequently offer sales incentives that entitle our customers to receive a reduction in the pnce of a product or service Sales incentives include
discounts, coupons and other offers that entitle a customer to receive a reduction In the pnce of a product or service by submitting a claim for a
refund or rebate For sales mcentives 1ssued to a customer in conjunchon with a sale of merchandise or services, for which we are the obligor, the
reduction in revenue 1s recogruzed at the time of sale, based on the retail value of the incentive expected to be redeemed

Customner Loyalty Programs

We have customer loyalty programs which allow members to eamn points for each qualifying purchase Pomts eamed anable members to receve
a certificate that may be redeemed on future purchases at our Best Buy stores in the U $, Canada and China There are two ways that members
may participate and earn loyalty ponts

First, we have customer loyalty programs where members earn points for each purchase completed at U S, Canada and China Best Buy stores or
through our related Web sites BestBuy com, BestBuy ca and BestBuy com cn We account for our customer loyalty programs in accordance with
EITF lssue No 00-22, Accounting for "Points” and Certain Other Time-Based or Volume-Based Sales Incenfive Offers, and Offers for Free
Products or Services to Be Delivered in the Future The retail value of points earmed by our loyalty program members i1s included in accrued
habilites and recorded as a reduchion of revenue at the time the ponts are eamed, based on the percentage of points that are projected to be
redeemed Prior to Cctober 2006, we charged a loyalty program membership fee which was inittally deferred and then recogrized in revenue
ratably over the membership penod Beginning in Cctober 2006, we no longer charge amembership fee for our customer loyalty programs

Second, under our co-branded credit card agreements with banks, we have a customer loyalty credit card beanng the Best Buy brand
Cardholders eamn points for purchases made al Best Buy stores and Web sites in the US and Canada, as well as purchases at other merchants
Pomnts earned enable cardholders to recewve certificates that may be redeemed on future purchases at Best Buy stores and Web sitesinthe U S
and Canada Certificates expire six months from the date of issuance The retail value of points earned by our cardholders 1s included in accrued
liabiliies and recorded as a reduction of revenue at the time the points are eamed, based on the percentage of points that are projected to be
redeemed We recognize revenue when (1) a certificate 1s redeemed by the customer, (1) a certificate expires or {u1) the kkelihood of a cerlificate
being redeemed by a customer 1s remote (“certificate breakage”) We determine our certficate breakage rate based upen histoncal redemption
palterns
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Cost of Goods Sold and Selling, General and Administrative Expenses
The following table lustrates the primary costs classified in each major expense category

Cost of Goods Sold
. Total cost of products sold including
— Freight expenses associated with mowving merchandise
inventones fram our vendors to our distnbulion centers,
— Vendor allowances that are not a reimbursement of specific,
incremental and identifiable costs to promote a vendor's
products, and
— Cash discounts on payments to merchandise vendors,
. Cost of services provided including
— Payroll and benefits costs for services employees, and
- Cost of replacement parts and related freight expenses,

. Physical inventory losses,

. Markdowns,

. Customer shipping and handling expenses,

. Costs assocrated with operating our distnbution network, including payroll
and benefit cosls, occupancy costs, and depreciation, and

. Freight expenses associated with moving merchandise inventones from

our distribution centers to our retail stores

SG&A
Payroli and benefit costs for retaill and corporate employees,
Qccupancy costs of retail, services and corporate facilities,
Depreciation related to retai, services and corporate assets,
Advertising,
Vendor allowances that are a reimbursement of specific, incremental and
identifiable costs to promote a vendor's products,
. Tender costs, including bank charges and costs associated with credit and
debd card interchange fees
Chantable contnibutions,
Qutside service fees,
Long4ived assel impairment charges, and
Other administrative costs, such as supplies, and travel and lodging

s+ 2 e

F )

Vendor Allowances

We receve funds from vendors fer vanous programs, pnmanly as rembursements for costs such as markdowns, margin protection, advertising
and sales incentives We have agreements with vendors setting forth the specific conditions for each allowance or payment These agreements
range In periods from a few days up to a year Vendor allowances provided as reimbursement of specific, meremental and identfiable costs
incurred to promote a vendor's producis are included as an expense reduction when the cost 1s incurred All other vendor allowances, including
vendor allowances received n excess of our cost to promote a vendor's product, are inihally deferred and recorded as a reduchon of merchandise
nventories The deferred amounts are then included as a reduction of cost of goods sold when the refated product 15 sold

Vendor allowances included in SG&A for rembursement of specific, Incremental and identifiable costs to promote and sell a vendor's products
were $161, $178 and $158 in fiscal 2009, 2008 and 2007, respectively

Advertising Costs

Advertising costs, which are included i SG&A, are expensed the first ime the advertisement runs Adverttsing costs consist primartly of pnnt and
television advertisements as well as promotional events Net advertising expenses were $765, $684 and $692 in fiscal 2009, 2008 and 2007,
respectively Allowances recewved from vendors for advertising of $117, $156 and $140, in fiscal 2009, 2008 and 2007, respeciively, were
classified as reductions of advertising expenses

Pre-Opening Costs

Non-capital expenditures assoctated with opening new stores are expensed as incurred

Stock-Based Compensation

We apply the farr value recogmition provisions of SFAS No 123 (revised 2004), Share-Based Payment ("123(R)") as it relates to our stock-based
compensation, which requires us to recognize expense for the fair value of our stock-based compensation awards We elected the modified
prospective transition method as permutted by
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SFAS No 123(R} Under this transition method, stock-based compensation expense in fiscal 2008, 2008 and 2007 included {1) compensation
expense for all stock-based compensation awards granted prior to, but not yet vested as of February 26, 2005, based on the grant date fair value
estimated in accordance with the enginal provisions of SFAS No 123, Accounting for Stock-Based Compensation, and {1} compensation expense
for all stock-based compensation awards granted subsequent to February 26, 2005, based on the grant-date far value estimated in accordance
with the provisions of SFAS No 123(R) We recognize compensation expense on a straight-ine basis over the requisite service penod of the
award {or to an employee's eligible retirement date, if earier) in accordance with the medified prospective transition method of SFAS No 123(R),
financial results for prnor periods have not been restated

New Accounting Standards

In May 2008, the FASB 1ssued FSP Accounting Principles Board ("APB") 14-1, Accounting for Convertible Debt Instruments That May Be Seftled
i Cash upon Conversion (Including Partial Cash Seftlement) FSP APB 14-1 clanfies tha! convertible debt instruments that may be settled in cash
upon either mandatory or optional conversion {including partial cash setflement) are not addressed by paragraph 12 of APB Opinion No 14,
Accounting for Convertible Debt and Debt issued with Stock Purchase Warrants Additionally, FSP APB 14-1 speafies that issuers of such
mstruments should separately account for the lability and equity components in a manner that will reflect the entity's nonconvertible debt
borrowing rate when interest cost 1s recogrized in subsequent penods FSP APB 14-1 s effective for financial statements 1ssued for fiscal years
beginning afler December 15, 2008, and intenm penods within those fiscal years We do not believe our adoption of FSP APB 14-1 beginning in
the first quarter of fiscal 2010 will have an rmpact on our consolidated financial position or results of operations

In May 2008, the FASB 1ssued SFAS No 162, The Hierarchy of Generally Accepled Accounting Prnciples This standard 1s intended to improve
financial reperting by identifying a consistent framework, or hierarchy, for selecting accounting pnnciples to be used i prepanng financial
statements that are presented in conforrmty with GAAP for non-governmental entities We adopted SFAS No 162 on its effective date,
November 15, 2008, and it did not have a matenal impact on the preparation of our consoldated financial statements

In March 2008, the FASB 1ssued SFAS No 161, Disclosures about Denvalive Instruments and Hedging Activilies, an amendment of SFAS

No 133 SFAS No 161 ts intended to improve financial reperting standards for denvative mstruments and hedging activities by requinng
enhanced disclosures to enable investors to better understand the effect these instruments and activites have on an entity's financial position,
financial performance and cash flows Entities are required to prowide enhanced disclosures about how and why an entity uses denvative
nstruments, how derivative instruments and related hedged items are accounted for under SFAS No 133 and its related interpretations, and how
denvative instruments and related hedged items affect an entity's financial position, financial performance and cash flows SFAS No 16115
effective for financial statements 1ssued for fiscal years and intenm penods beginming after November 15, 2008 We adopted SFAS No 161 on
Noevember 30, 2008, which did not have an umpact on our consolidated financial statements

In December 2007, the FASB issued SFAS No 141(revised 2007), Business Combinations ("141R") SFAS No 141R significantly changes the
accounting for business combinations in a number of areas including the treatment of conlingent consideration, preacquisiion contingencies,
transaction costs, in-process research and development and restructunng costs In addiion, under SFAS No 141R, changes n an acquired
entity's deferred tax assets and uncertain tax posihions after the measurement penod will impact income tax expense SFAS No 141R s effective
for fiscal years beginning after December 15, 2008 We adopted SFAS No 141R on March 1, 2009, which changed our accounting treaiment for
business combinations on a prospective basis

in December 2007, the FASB i1ssued SFAS No 160, Noncontroling Inferests in Consolidated Financtal Statements, an amendment of ARB

No 51 SFAS No 160 changes the accounting and reporting for minonty interests, which will be recharactenzed as noncontrolling interests and
classified as a component of shareholders’ equity This new consolidation method significantly changes the accounting for transactions with
minonty
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interest holders SFAS No 160 is effective for fiscal years beginning after December 15, 2008 We adopted SFAS No 160 on March 1, 2009 The
adoption of SFAS No 160 drd not have a matenal impact on our consolidated financial statements other than the reporting change for minonty
interests reported on our consoldated balance sheets, which required us to retroactively reclassify mmonty interests as a component of
shareholders' equity At February 28, 2009 and March 1, 2008, our balance sheel included minonty interests of 513 and $40, respectively

In February 2007, the FASB issued SFAS No 159, The Far Value Option for Financial Assels and Financial Liabiihes SFAS No 159 permils
companies to choose to measure many financial instruments and certain other items at fair value The objective 15 to improve financial reporting by
providing compantes with the opportunity to mitigate volatility in reported earnings caused by measunng related assets and habilites differently
without having to apply complex hedge accounting provisions SFAS No 159 1s effective for fiscal years beginning after November 15, 2007
Companies are not allowad to adop! SFAS No 159 on a retrospective basis unless they choose early adoption We adopted SFAS No 159 on
March 2, 2008, and did not elect the fair value option for eligible items that existed at the date of adoption

In September 2006, the FASB 1ssued SFAS Mo 157, Fair Value Measurements SFAS No 157 establishes a single defimition of fair value and a
framework for measunng fair value, sets out a fair value hierarchy to be used to classify the source of information used in farr value
measurements, and requires new disclosures of assets and habilittes measured at fair value based on their level in the hierarchy The Statement
applies under other accounting pronouncements that require or permit fair value measurements In February 2008, the FASB 1ssued FSPs

No 157-1 and No 157-2, which, respectively, removed leasing transactions from the scope of SFAS No 157 and deferred for one year the
effective date for SFAS No 157 as it apples to certain nonfinancial assets and habiities On March 2, 2008, we adopted, on a prospective basis,
the SFAS No 157 defimition of fair value and became subject to the new disclosure requirements (excluding FSP 157-2) with respect to our fair
value measurements of (a) nonfinancial assets and liabihties that are recognized or disclosed at farr value in our financtal statements on a
recurnng basis (at least annually) and (b) all financial assets and lhabilites Our adoption did net impact our consolidated financial position or
results of operations The additional disclosures required by SFAS No 157 are included in Note 4, Fair Value Measurements

The deferral provided by FSP No 157-2 applies to such items as nenfinanctal assets and habilities inihally measured at farr value in a business
combination {but not measured at far value in subsequent penods) and nonfinancial long-hived asset groups measured at fair value for an
impairment assessment and on March 1, 2009, we adopted the provisions of SFAS No 157 as it related to these nonfinancial assets and
llabiities The adoption did not impact our consclidated financial position or results of operatiens

In Qctober 2008, the FASB 1ssued FSP No 157-3, Detenmuning the Fair Value of a Financial Asset When the Market for That Asset rs Not Active,
which amended SFAS No 157 to tllustrate key considerations in determining the fair value of a financial assetm an inactive market FSP 157-3
was effective for us in our fiscal third quarter of 2009 Its additional guidance was incarporated into the measurements of fair value of apphicable
financial assets disclosed in Note 4, Fair Value Measurements, and did not have a matertal impact to us

2 Acquisitions
Five Star
We acquired a 75% interest in Jiangsu Five Star Appliance Co , Ltd ("Five Star"} in June 20086, for $184, which included a working captital injection

of $122 At the ime of the acquisibion, we also entered into an agreement with Five Star's minonty shareholders o acquire the remaining 25%
interest in Five Star within four years, subject to Chinese govemment approval

On February 6, 2009, we were granted a business license to acquire the remaining 25% interest in Five: Star and our subsequent acquisition
converted Five Star into a wholly-owned foreign enterpnse that 1s now 100% owned by us The $190 purchase pnee for the remaining 25%
interest was pnmanly based on a previously agreed-upcn pnoing formula, consisting of a base purchase price and an earn-out for the remaining
Five Star shareholders The amount paid in excess of the fair value of the net assets acquired, as agreed to at the time of the initial purchase,
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furthers our intemational growth plans and accelerates the integration of Best Buy and Five Star in China

The acquisition of the remaming 25% interest i Five Star for $150 was accounted for using the purchase method In accordance with SFAS

No 141, Busmess Combinations We recorded the net assels acquired at their estimated far values Five Star's operating results, which will
continue to be reported on a two-month lag, will be included from the date of acquisition as part of our International segment The purchase price
allocation 1s prehminary and will be finahzed no later than the fourth quarter of fiscal 2010 None of the goedwill 1s deductible for tax purposes

The preliminary purchase price allocation was as follows

Net assets of minonty interests $ . 48
Tradename 3 _ ; 8
Goodwill L 136
Total assets 192

Lang-term iabihties

Purchase pnce allocated to assets and
liabilities acquired $ 190

The mmnonty owners' proportionate share of our net eamings was $9, $3 and $1 in fiscal 2009, 2008 and 2007, respectively

. ; @ .

Napster

On October 25, 2008, we acquired Napster, Inc ("Napster”) for $121 (or $100 net of cash acquired), pursuant to a cash tender offer whereby all
1ssued and cutstanding shares of Napster common stock, and all stock purchase nghts asseciated with such shares, were acquired by us at a
price of $2 65 per share Of the $121 purchase pnce, $4 represented our previous ownership interest in Napster common shares The effective
acquisttion date for accounting purposes was the close of business on October 31, 2008, the end of Napster's fiscal Cctober

We entered into this transaction as we believe Napster has one of the most comprehensive and easy-to-use digital music offerings In the mdustry
The amount we paid In excess of the far value of the net assets acquired was to obtan Napster's capatnlibes and digital subscnber base to reach
new customers with an enhanced experience for exploring and selecting music and other digital entertainment products over an increasing array
of devices, such as bundling the sale of hardware with digital services We believe the combined capabilites of our two compantes will allow us to
build stronger relationships with customers and expand the number of subscnbers

We have consolidated Napster in our financial results as part of our Domestic segment from the date of acquisition We accounted for the
acquisition pursuant to SFAS No 141, Business Combmations, using the purchase method Accordingly, we recorded the net assets acquired at
therr estimated fair values and allocated the purchase price on a preliminary basis using infeormation then avallable The allocation of the purchase
pnce to the acquired assets and hiabiliies will be finalized no later than the third quarter of fiscat 2010, as we obtain more information regarding

asset valuations, liabilities assumed and revisions of preliminary estimates of fair values made at the date of acquisition Nene of the goodwill 1s
deductible for tax purposes

The preliminary purchase price allocation was as follows

Cash and cash equivalents ~ ’ . $ .. 2
Shart-term Investments B ) . 28
Receivables — - 3
Other current assets _ 2
Property and equipment - 10
Goodwill_ 32
Tradenames 13 .
Customer relationships 3
Equity and other investments 3
Other assets {deferred tax assets) 47
Total assets 162
Accounts payable (3)
Cther current iabiities (38)
Total habiliies {41)
Purchase pnce allocated to assets and

hakalitres acquired $ 121 '

Best Buy Europe

On May 7, 2008, we entered inte a Sale and Purchase Agreement with The Carphone Warehcuse Group PLC ("CPW™ Pnor to the closing of the
transaction, CPW was Europe's largest independent mobile phone retatler All conditions to closing were satisfied, and the transaction was
consummated on June 30, 2008 The effective acquisiion date for accounling purposes was the close of business on June 28, 2008, the end of
CPW's fiscal first
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quarter Pursuant to the transaction, CPW contributed certain assets and liabilities 1nto a newly-formed company registered in England and Wales,
Best Buy Europe Distnbutions Lirmited, formerly Best Buy International Lirited ("Best Buy Europe™), in exchange for all of the ordinary shares of
Best Buy Europe, and our whally-owned subsidiary, Best Buy Distnbutions Limited, purchased 50% of such ordinary shares of Best Buy Europe
from CPW for an aggregate purchase pnice of $2,167 In addition to the purchase price paid to CPW, we incurred $29 of fransactions costs for an
aggregate purchase price of $2,196 We funded the payment of the purchase price and related transactions costs with cash-on-hand, through
additional borrowings available under our credit facilittes and with proceeds from a $500 note offering sold on June 24, 2008, 1n a private
placement

The assets and habilities contnbuted to Best Buy Europe by CPW Included CPW's retail and distnbution business, consisting of retail stores and
online offenings, mebile arime reselling operations, device insurance cperations, fixed kne telecommunications businesses in Spain and
Switzerland, facihtes management business, under which it bills and manages the customers of network operators in the U K , dealer business,
under which it acts as a wholesale distnbuter of handsets and aitime vouchers, and economic interests in existing commercial amangements with
us (Best Buy Mobile in the U S and the Geek Squad joint venture in the U K and Spain)

The amount we paid in excess of the fair value of the net assets acquired was pnmarily for (1) the expected future cash flows denved from the
existing business and infrastructure contributed to Best Buy Europe by CPW, which included over 2,400 retall stores, {1} immediate access to the
European market with a management team that 1s expenenced in beth retailing and wireless service technologies in this marketplace, and (u) the
expected synergies our management believes this new venlture will generate, which mclude benefits from joint purchasing, sourcing and
merchandising In addition, Best Buy and CPW plan to introduce new product and service offerings in its retail stores and, beginning in fiscal 2011
launch large-format Best Buy-branded stores and Web sites in the European market

We have consolidated Best Buy Eurcpe in our financial results as part of our International segment from the date of acquisiion We consalidate

the financial results of Best Buy Europe on a two-monih lag to align with CPW's quarterly reporting penods We intend to disclose any significant
intervening events related to Best Buy Europe that occur in our fiscal quarters and matenally affect our consolidated financial statements

We accounted for the acquisition pursuant to SFAS No 141, Busmess Combinations, using the purchase method Accordingly, we recorded the
net assets acquired at their estimated fair values and allocated the purchase pnce on a prekminary basis using mformation then avallable The
aliocation of the purchase pnce to the acquired assets and hiabilities will be finalized no later than the second quarter of fiscal 2010, as we obtain
more information regarding asset valuations, habilities assumed and revisions of preliminary estimates of fair values made at the date of purchase
None of the goodwill 1s deductible for tax purposes

The preliminary purchase price allocation was as follows

Cash and cash equivalents . $ 124
Restncted cash A 112 .
Recewables ” 1,186
Merchandise inventories 534
Other current assets 110
Property and equipment 500
Goodwill ’ 1,505
Tradenames 107
Customer relationships A84
Other assets 182
Total assets N 4,844
Accounts payable _ - (805)
Other cturrent habiliies ! (o1
Short-term debt L (299)_
Long-term habiiities o PO i)
Total habihties (1,982)
Minonty interest(!} ) (666)
Purchase price allocated to assets and

lrabilites acquired 3 2,196

)
We acquired a 50% interest in the net assets of Best Buy Europe and are consolidating the financral results of Best Buy Europe as part of our
Intemational segment from the date of acquisiien We recorded the farr value adjustments only in respect of the 50% of net assets acquired,
with the remaining 50% of the net assets of Best Buy Europe being consolidated and recorded at ther histonical cost basis This also resulted
tn an inibal $866 mmonty interest being reflected in our condensed consoldated balance sheet in respect of the 50% owned by CPW
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The valuation of the dentffiable intangible assets acquired was based on management's estimates, then available information and reasonable and
supportable assumptions The allocation was generally based on the fair value of these assets using iIncome and market approaches The
amortizable intangible assets are being amorhized using a straight-line method over their respective estimated useful lives The following table
summarizes the identfied intangible asset categones and their respective werghted-average amortization penods

Welghted Average

Amortlzation Period Fair

{in years) Value
Customer relationsheps 68 $ 484
Tradenames 42 107
Total 64 $ 591

We recorded an estimate for costs to terminate certain actvities associated with Best Buy Europe operations in accordance with Emerging |ssues
Task Force Issue No 95-3, Recogmition of Liabiitres in Connection with a Purchase Business Combination Arestructunng accrual of $20 has
been recorded and reflects the accrued restructuring costs incurred at the date of acquisition, pnmanly for store closure costs and agreement
termination fees, which are expected to be uttlized prnmarily in fiscal 2010 The restructunng accrual was not utlized in fiscal 2009

Our interest in Best Buy Europe 1s separate from our investment in the common stock of CPW, as discussed in Note 3, /nvestments
Pro Forma Financial Results

Our pro forma condensed consolidated financial results of operations are presented in the following table as if the acquisitions described above
had been completed at the beginning of each penod presented

Fiscal Year 2009 2008
Pro forma revenue * $ 48,021 $ 46,308
Pro forma net earnings 948 ) 1,325

Pro ferma earnings per common

share ) :
Basic $ 242 $ o

Diluted N 238 . 295

Werghted-average common shares
outstanding - . X -
. Basic, * T o M25-0 O 4399 ©
Diluted 4229 4529
These pro forma condensed consoldated financial results have been prepared for comparative purposes only and include certain adjustments,
such as increased interest expense on acquisition debt, foregone interest income and amortization related to acquired customer relationstups and
tradenames They have not been adjusted for the effect of costs or synergies that would have been expected io resull from the integration of these
acquisitions or for costs that are not expected to recur as a result of the acquisitons The pro forma information does not purport to be indicative of
the results of operations that actually would have resulted had the acquisiions occurred at the beginning of each penod presented, or of future
results of the conselidated enties
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3 Investments

Investments were compnsed of the following

February 28, March 1,
2009 2008
Short-term investments - .. v _ - U
Money market fund ] 8 .y =
Debt secunties L - — rT RAY
Other investments 3 —_
Total short-térm investments ST 1 .8 . -64
Equity and other investments :
* ‘Debt secunties 3 314 $ ' 417
Marketable equity
securities 41 172
Cther investments .. . 40 " 16
Total equity and other investments $ 395 $ 605

Money Market Fund

We have $8 par value invested in one money market fund, The Reserve Internatonal Liquidity Fund, Lid ("RILF") On September 15, 2008, we
issued a redemption request for the entire $25 then-outstanding and received $16 in January 2009 At February 28, 2009, the RILF has not yet
honored our redemption request in full and, accordingly, we have presented the $8 fair value ($9 par value net of a $1 realized loss on investment)
within short-term investments en our consolidated balance sheet

Debt Secunties

The following table presents the fair vahues, related weighted-average interest rates {taxable equivalent), matunties and major secunty types for
our investments in debt secunhes

February 28, 2009 March 1, 2008
Welghted- Weighted-
Fair Average Fair Average
Value Interest Rate Value Interest Rate
Short-term investments - ' B T8 - Sty L.+ NA $ . B4-_ - . 494%
Long-term investments 314 2 04% 417 7 60%
Total S o T T 3 314 R T T -
Auction-rate secunties'” L. A 3 34 $ 47
Commercial paper - . P — ; 64
Total $ 314 $ 481

{4
The par value of our auction-rate secunties was $329 and $417 at February 28, 2009, and March 1, 2008, respectively

In accordance with our investment policy, we place our invesiments in debt secunties with 1ssuers who have high-quality credit and hmit the
amount of investment exposure to any one 1ssuer The pnmary objective of our Investment activities 18 to preserve pnncipal and maintain a desired
level of hiquidity to meet working capital needs We seek to preserve principal and minimize exposure to interest-rate fluctuations by imiting default
nsk, market nsk and reinvesiment nsk

Short-term and long-term investments are compnsed of auction-rate secunties ("ARS") and commergial paper We classify investments in ARS
and other investments in debt securities as avalable-for-sale and carry them at fair value ARS were intended to behave like short-term debt
instruments because their interest rates reset periodically through an auchon process, most commonly at intervais of 7, 28 and 35 days The same
auction process has histoncally provided a means by which we may rollover the investment or sell these secuntes at parin order to provide us
with hquidity as needed
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Our ARS portfolio consisted of the following

February 28, March 1,
Description Nature of collateral or guarantee 2009 2008
Student loan bonds Student loans guaranteed 95% to 100% by the U S government $ 276 $ 297
Municipal revenue bonds gggzamsured by AAA/Aaa-rated bond insurers at February 28, 24 97
Augction preferred secunties Underlying investments of closed-end funds 14 23
Total farr value $ 314 $ 417

At February 28, 2009, our ARS portfolio was 84% AAA/Aaa-rated and 16% was below AAAfAaa-rated

In mid-February 2008, auctions began to fail due to insufficient buyers, as the amount of secunties submitted for sale tn auctions exceeded the
aggregate amount of the bids For each failed auction, the interest rate on the secunty moves Lo a maximum rate specified for each securty, and
generally resets at a level higher than specified short-term interest rate benchmarks We sold $89 in ARS at par dunng fiscal 2009 However, at
February 28, 2009, our entire remaining ARS portfolio, consisting of 53 mvestments n ARS, was subject to falled auctions Subsequent to
February 28, 2009, and through Apnl 27, 2009, we sold none of our ARS To date, we have collected all snterest due on our ARS and expect to
continue to do s0 in the future

As a result of the persistent failed auctions, and the uncertainty of when these investments could be liquidated at par, we have classified all of our
nvestments N ARS as non-current assets within equity and other investments in our consolidated balance sheet at February 28, 2009 The
Investment principal associated with falled auctions will not be accessible until successful auctions occur, & buyer 1s found outside of the auction
process, the 1ssuers establish a different form of financing to replace these secunties, or final payments come due according te the contractual
matunties of the debt Issues, which range from eight to 40 years We believe that issuers and financial markets are exploring altematives that may
improve hguidity, altheugh it 1s not yet clear when or I such efforts will be successful We intend to hold our ARS until we can recover the full
principat amount through one of the means described above, and have the abiity to do so based on our other sources of hguidity

Of our ARS portfolio, $89 was marketed and sold by UBS AG and its affilates (collectively, "UBS") In October 2008, we accepted a settiement
with UBS pursuant to which UBS issued to us Senes C-2 Auction Rate Secunities Rights ("ARS Rights") The ARS Rights provide us the nght to
receive the par value of our UBS-brokered ARS plus accrued but unpaid interest The settlement provides thal we may require UBS to purchase
our UBS-brokered ARS at par value at any ime between June 30, 2010, and July 2, 2012 The ARS Rights are not transferable, tradable or
margmable, and will not be isted or quoted on any secunties exchange or any electronic communications network

As part of the settlement, UBS Bank USA or an affiliate (collectively, "UBS Bank™) agreed to establish a revolving credit line in an amount up to
100% of the par value of the UBS-brokered ARS that we pledge as collateral, subject o us entenng into a credit agreement with UBS Bank (see
Note 8, Debt)

We evaluated our entire ARS portfolio of $329 (par value) for temporary or other-than-temporary impairment at February 28, 2009, based pnmanly
on the methodology descnbed in Note 4, Far Value Measurements As a result of this review, we determined that the fair value of our ARS
portfolio at February 28, 2009, was $314 Accordingly, we recogmzed a $15 unrealized loss in accumulated other comprehensive income This
unrealized loss reflects a temporary impairment on all of our investments n ARS, except for our investments I ARS with UBS, for which we have
determmed that fair value approximates par value The estmated fair values of our ARS portfolio could change significantly based on future
market conditions We wiil continue to assess the fair value of our ARS for substantive changes in relevant market conditions, changes in our
financial condition or other changes that may alter our estimates described above We may be required to record an additonal unrealized holding
loss or an imparment charge to earmings 1If we determine that our
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investment partfolio has incurred a further declme in fair value that 1s temparary or otherthan-temporary, respectively

We had ${10) and $0 1n unreahzed gamn (loss), net of tax, recorded in accumulated other comprehensive income at February 28, 2009, and
March 1, 2008, respectively, related to our mvestments in debt secunties

Marketable Equity Secunties

We invest in marketable equity secunties and classify them as avaifable-for-sale Investments in marketable equity secunities are included in equity
and other investments 1n our consohdated balance sheets, and are reported at fair value based on quoted market pnces

Our investments in marketable equity secunties were as follows

February 28, March 1,

2009 2008

Commaon stock of CPW $ 40 $ 160
Other i 12
Total $ . 41 $ - 172

We review all investments for other-than-temporary impairment at least quarterly or as indicators of mpairment exist Indicators of impairment
include the duration and seventy of the decline in fair value as well as the intent and abilty to hold the investment to allow for a recovery in the
market value of the investment In addition, we consider qualitative factors that inciude, but are not limited to (1) the financial condition and
business plans of the investee including its future earmmgs potential, {n) the investee's credit rating, and (1) the current and expected market and
industry conditions in which the investee operates If a decling in the fair value of an invesiment 1s deemed by management to be
other-than-temporary, we write down the cost basis of the investment to fair value, and the amount of the wrnte-down 1s included in net earnings
Such a determination 1s dependent on the facts and circumstances relating to each investment

Dunng the second quarter of fiscal 2008, we purchased in the open market 26 1 million shares of CPW common stock for $183, representing
nearly 3% of CPW's then outstanding shares In accordance with the policy and process discussed above, we reviewed our investment in CPW
and determined, based on specific facts and circumstances, that it had incurred an other-than-temporary impairment at November 29, 2008
Accordingly, at November 29, 2008, we recorded a $111 impawment charge on our investment in CPW common stock, which 1s reflected within
investment impairment in our consolidated statement of eamings, to reflect the market pnce of £1 175 per share for CPW's stock at November 28,
2008 Subsequent to November 29, 2008, the market pnce of CPW stock declined to £1 083 per share at February 28, 2009 As a result, at
February 28, 2009, we recorded a $5 temperary impairment in accumulated other comprehensive income related 1o this investment The
remaming $27 change in the carrying value of this investment from the oniginal $183 cost basis was recognized as cumulative translation
adjustment as our mvestment in CPW common stock was made by one of our Canadian subsidianes

All unrealized holding gains or losses related to our investments in marketable equity secunties are reflected net of tax i accumutated other
comprehensive income n shareholders' equity Net unrealized gan (loss), net of tax, included in accumulated other comprehensive income was
$(4) and $(25) at February 28, 2009, and March 1, 2008, respectively

Other invesiments

The aggregate carrying values of investments accounted for using either the cost methed or the equity method, at February 28, 2009, and
March 1, 2008, were $43 and $16, respectively

4 Fair Value Measurements

As discussed in Note 1, we adopted SFAS No 157, subject to the deferral provisions of FSP No 157-2, on March 2, 2008 This standard defines
far value, establishes a framework for measuring fair value and expands disclosure requrements about fair value measurements SFAS No 157
defines far value as the pnce that would be received to sell an asset or paid to transfer a lability {an exit pnce) in the principal or most
advantageous market for the asset or iability in an orderly transaction between market paricipants on the
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measurement date The farr value hierarchy prescnbed by SFAS No 157 contams three levels as follows
Level 1 — Unadjusted quoted pnces that are available in active markets for the identical assets or habilihes at the measurement date
Levei 2 — Other observable inputs available at the measurement date, other than quoted prices included in Level 1, erther directly or incirectly,
ncluding
CQuoted pnces for similar assets or labilities in aclive markets,
Quoted pnces for identical or similar assets in non-active markets,

Inputs other than quoted pnces that are observable for the asset or labihty, and

inputs that are derived principally from or corroborated by other observable market data

Leve! 3 — Unobservable inputs that cannot be corroborated by observable market data and reflect the use of significant management judgment
These values are generally determined using pricing models for which the assumptions utilize management's estimates of market participant
assumptions

Assets and Liabilities that are Measured at Fair Value on a Recurnng Basis

The fair value hierarchy requires the use of observable market data when available In instances in which the inputs used to measure fair value fall
into different levels of the fair value hierarchy, the fair value measurement has been determined based on the lowest level input that 1s sigrificant
to the fair value measurement in its entirety Our assessment of the significance of a particular item to the fair value measurement in ils entirely
requires jJudgment, including the consideration of inputs specific to the asset or hability The following table sets forth by level withun the fair value
hierarchy, our financial assets and labilities that were accounted for at farr value on a recurnng basis at February 28, 2009, according to the
valuation techniques we used to determine their farr values

Fair Value Measurements Using Inputs

Fair Value at Consldered as
February 28, Level 1 Level 2 Level3
2009
Assets -
Short-term investments
Money market fund - $ 8 5 — $ 8 $ -
Other current assets (restncted assets)
US Treasury bifls | _ .. 125 125 —_— —_—
Equity and other investments.
Auction rate secunties 314 — - 314
Marketable equity secunties 41 41 _— —
Otherassets ~ .~ . .
Assets that fund deferred compensation 64 64 —_ -
Liabdlities
Long-term Labilibes
Deferred compensation 55 55 _ —_ —_
g2
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The following tables provide a reconciliation between the beginning and ending balances of tems measured at fair value on a recurnng basis in
the table above that used significant unobservable inputs (Level 3)

Debt securities — Auctlon-rate securlties only

Student Municipal Auction
loan revenue preferred
bonds honds securitles Total

Balances at March 1, 2008 . L B $ 297 - $ a7 5 23 $ 417
Realized gain {loss) included in earnings . . . L= — — —
Unrealized gain (loss) included in other comprehensive income . {12) (2) (1) (15)
Purchases, sales and settlements, net N (71) (8) (86)
Interest accrued (received), net . . L. . @ - .= . @
Transfers in and/or {out) of Level 3 —_ —_ —_ _—
Balances at February'28,2008 ~— ~ ! . % .276 $ 24 $. .14 7 5314

The following methods and assumptions were used to estimate the fair value of each class of financial instrument

Money Market Fund  The fair value of our money market fund investment was classified as Level 2 As descnbed 1n Note 3, Investments, the
fund 1s not trading on a regular basis, and we have been unable to obtain pricing informatien on an ongoing basis

U S Treasury Bills  The fair value of our U S Treasury notes was classified as Level 1 as they trade with sufficient frequency and volume to
enable us to obtan pneing information on an ongoing bases

Auction-Rate Secunties  Our investments in auchon-rale secunties were classified as Level 3 as quoted pnces were unavailable due to events
descnbed in Note 3, Investments Due to hmited market information, we utiized a discounted cash flow ("DCF") mode! to denve an estimate of far
value at February 28, 2009 The assumptions used in prepanng the DCF model included estimates with respect to the amount and timing of future
interest and pnncipal paymenits, forward projections of the interest rate benchmarks, the probability of full repayment of the pnncipal considenng

the credit quality and guarantees in place, and the rate of return required by investors to own such secunties given the cument hquidity nsk
associated with auction-rate securnties

Marketable Equity Secunties  Our marketable equity secunities were measured at fair value using quoted market pnces They were classified as
Level 1 as they trade in an active market for which closing stock pnces are readily avaiable

Deferred Compensation  Qur deferred compensation labilites and the assets that fund our deferred compensation consist of Investments in
mutual funds These investments were classified as Level 1 as the shares of these mutual funds trade with sufficient frequency and volume to
enable us to obtain pnicing information on an ongoing basis

Assats and Liabilittes that are Measured at Fair Value on & Nonrecurnng Basis

In fiscal 2009, we had no significant measurernents of assets or labilities at fair value (as defined \n SFAS No 157) an a nonrecurring basis
subsequent to their initial recognition except as discussed in Note 1, Summary of Significant Accounting Pokcies, as it relates to our goodwill and
tradename impairment and in Note 5, Restructuning Charges, as it relates to property and equipment wnte-downs

The effective date of SFAS No 157 was deferred under FSP No 157-2 SFAS No 157 relates to nonfinancial assets and habiities that are
measured at fair value, but are recognized or disclosed at farr value on a nonrecurnng basis This deferral applies to such items as nonfinancial
assets and lrabilities initially measured at far value in a business combination {but not measured at far value in subsequent pertods) or

nonfinancial longlived asset groups measured at fair value for an impairment assessment In fiscal 2009, the measurements of fair value affected
by the deferral under FSP No 157-2 related to
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noenfinancial assets and liabiliies recognized as a result of the acquisitions discussed in Note 2, Acquisitrons and the charges discussed above
8. Restructuring Charges

In the fourth quarter of fiscal 2009, we implemented a restructuring plan for our domestic and international businesses to support our fiscal 2010
strategy and long-term growth plans We believe these changes will prowide an operating structure that will support a more effective and efficient
use of our resources and provide a platform from which key strategic initiatives can progress despite changing econormc conditions All charges
related to this plan were presented as restructuring charges in our consolidated statement of earnings

In the fourth quarter of fiscal 2009, we recorded a liability of $78 related to the restructunng plan Approximately $72 of the hability impacted our
Domestic segment, pnmanly for employee termination benefits offered pursuant to voluntary and involuntary separation plans at our corporate
headquarters and certain other locations, as well as costs related to the closure of our Magnola Audio Video corporate office and distribution
faciiies Approximately $6 of the hatility impacted our Internattonal segment, pnmanly for employee termunation benefits in Canada

We expecd! further restructunng activities to impact both our Domestic and International segments [n early Apnl 2009, we notified our U S Best
Buy store employees of our intention te update our store operating model, including eliminating certan positions, and on Apnl 27, 2009, we
notified impacted store employees of their option to accept a separation package or a sales associate position at a lower rate of pay We cannot
reasonably estimate the amount of restructunng charges we wll incur for terrmination benefits, but we expect to Incur the charges in the first
quarter of fiscal 2010 In addition, we expect to Incur approximately $27 before income taxes and minonty interest in the first quarter of fiscal 2010
related to employee termination benefits and business reorganization costs at Best Buy Europe within our Intemational segment

We expect to be substantially complete with these restructunng activities in fiscal 2010 We wall continue to evaluate our operating structure and
cannot project whether any further restructunng charges will be necessary

The composition of our restructuring charges n fiscal 2009 was as follows

Termination benefits $ T 75
Facility closure costs 1
Property and eguipment wnte-downs . 2

$ 78

The following table summanzes our restructunng activity in fiscal 20089 related to termunation benefits and facility closure costs

Facility
Termination Closure
Bonefits Costs Total

Balance at March 1, 2008 $ — $ - 5§ —

Charges 75 1 76

Cash payments {2) - (2}
Balance at February 28,

2009 $ 73 3 1 $ 74

94

Scurce BEST BUY CO INC 10-K, Apnt 29 2009 Powured by Marmingstar Document Resgarch™




Table of Content

$in multhons, except per share amounts or as otherwise noted
6. Debt
Short-Term Debt

Short-term debt consisted of the following

February 28, 2009 March 1, 2008
Principal Principal
Balance Interest Rate Balance Interest Rate
JPMorgan credit facihity $ 162 07%to15%" 3 120 . . 36%
ARS revolving credit kne — — —
Europe revolving credit faciity 584 12%1to39% =
Canada revolving demand facility 2 4 0% -
China revolving demand facilites 35 46%to50% 36 6 5% 1o 8 0%
Total short-term debt [ 783 $ 156
Fiscal Year 2009 2008
Maximum month-end outstanding dunng the year $2,7112 351955
Average amount outstanding dunng the year $1,167 § 655
Weighted-average interest rate 32% 4 5%

JPMorgan Credit Facility

In September 2007, we entered into a $2,500 five-year unsecured revolving credit agreement (“Credit Agreement”), as amended, with JPMorgan
Chase Bank, N A ("JPMorgan"), as admirustrative agent, and a syndication of banks (collectively, "Lenders”) The Credit Agreement permits
borrowings up to $2,500, which may be increased up to $3,000 at our option upon the consent of JPMorgan and each of the Lenders providing an
incremental credit commitment The Credit Agreement includes a $300 letter of credit sub-imit and a $200 foreign currency sub-imit The Credit
Agreement expires in September 2012

Interest rates under the Credit Agreement are vanable and are determined at our option at (1) the greater of the federal funds rate plus 0 5% or
JPMargan's pnme rate, or (i) the Lendon interbank Offered Rate ("LIBOR") plus an applicable LIBOR margin A facility fee 1s assessed on the
commitment amount Both the LIBOR margin and the facility fee are based upon our then current senior unsecured debt rating The LIBOR margin
ranges from 0 32% to 0 60%, and the facility fee ranges from 0 08% 10 0 15%

The Credit Agreement 1s guaranteed by certain of our subsidianes and contains customary affirmative and negative covenants Among other
things, these covenants restrict or prohibit our ability to incur certain types or amounts of indebtedness, incur iens on certain assets, make
matenal changes to our corporate structure or the nature of our business, dispose of matenal assets, allow non-matenal subsidianes to make
guarantees, engage n a change in control transaction, or engage n certain transactions with our affiliates The Credit Agreement zlso contains
covenants that require us to maintain a maximum quarterly cash flow leverage ratio and a mintmum quarterly interest coverage ratio We were in
compliance with all such covenants at February 28, 2009

On September 15, 2008, Lehman Brothers Holdings inc ("Lehman®) filed a petiion under Chapter 11 of the U S Bankruptcy Code A subsidiary of
Lehman, Lehman Commercial Paper Inc ("Lehman CPI"), is one of the lenders under the Credit Agreement and represents a commitment of
$180 Since September 2008, Lehman CPI has declined requests for funding under our Credit Agreement and no other lender has assumed
Lehman CPI's obligation to fund As a result, our borrowing base of $2,500 has been effectively reduced by $180

Al February 28, 2009, $162 was outstanding and $2,095 was available under the Credit Agreement, which excludes Lehman CPI's $180
commitment Amounts outstanding under letters of credit may reduce amounts available under the Credit Agreement
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ARS Revolving Credif Line

As descnibed in Note 3, Investments, we entered into an agreement with UBS Bank ("UBS Credit Agreement”) for a $89 revolving credit line that s
secured by the $89 par value of our UBS-brokered ARS Interest rates under the UBS Credit Agreement are vanable based on the
weighted-average rate of interest we earn on our UBS-brokered ARS The UBS Credit Agreement will termunate at the time UBS buys back our
UBS-brokered ARS pursuant to the settlement agreement descnbed in Note 3, Investments, which will be no later than July 2, 2012 If we sell any
of the UBS-brokered ARS at par during the term of the UBS Credit Agreement, the amount available to us will be reduced accordingly

Eurcpe Revolving Credif Faciltty

We have a $699 (or £475 million) revolving credit facility available to Best Buy Europe with CPW as the fender, of which $115 (or £78 million} was
available for borrowing at February 28, 2009 Best Buy Co , Inc 1s named as the guarantor in the credit agraement for the facility, up to 50% of the
amount outstanding The facility terminates in March 2013 Borrowings bear interest at LIBOR plus 0 75% The credit agreement contains one
financial covenant, requinng Best Buy Europe to maintain a minimum net debt to EBITDA ratio computed semi-annually beginning March 31,
2009

Canada Revolving Demand Faciiity

We have a $39 revalving demand facility available to our Canada operatons, of which $37 was avallable for borrowing at February 28, 2009
There 1s no set expiration date for the facility All borrowings under the facibty are made available at the sole discretion of the lender and are
payable on demand Borrowings under the faciity bear interest at rates specified in the credit agreement for the facility Borrewings are secured by
a guarantee of Best Buy Co, Inc

China Revolving Demand Facilities

We have $141 in revolving demand faciities available to our China operations, of which $106 was available to us at February 28, 2009 The
facilities are renewed annually with the respective banks All borrowings under these faciities bear nterest at rates specified in the credit
agreements, are made avaiable at the sole discretion of the respective lenders and are payable on demand Cerlain borrowings are secured by a
guarantee of Best Buy Co , inc

Long-Term Debt

Leng-term debt consisted of the following

February 28, March 1,

2009 2008

6 75% notes ‘ $ 500 + % —_
Convertible debentures . 402 402
Financing lease obligations, due 2010 to 2024, interest rates ranging from 3 0% 108 1% 200 197
Capttal lease obligations, dye 2010 to 2035, interest rates ranging from 3 6% to 6 9% . .65 51
Other debt, due 2010 to 2022, Interest rates ranging from26% 0 8 8% . st 13°° 10
Total long-term debt o 1,180 _ 660
Less currentporton = _ ' . - ' ~(54) (33}
Total long-term debt, less current portion $ 1,126 3 627

6 75% Noles

On June 24, 2008, we sold $500 principal amount of notes due July 15, 2013 ("Notes"} The Notes bear interest at a fixed rate of 6 75% per year,
payable semi-annually on January 15 and July 15 of each year, beginning on January 15, 2009 The interest payable on the Notes 1s subject to
adjustment If either Moody's Investor Services or Standard & Poor's Ratings Services downgrades to below investment grade the rating assigned
to the Notes Net proceeds from the sale of the Notes were $496, after an imtial issuance discount of approxmately $1 and other transaction
costs
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We may redeem some or all of the Notes at any time, at a pnce equal to 100% of the principal amount of the Notes redeemed plus accrued and
unpaid Interest to the redemption date and an applicable make-whole amount as descnbed in the indenture relating to the Notes

In October 2008, we filed a registration statement under the Securities Act of 1933, as amended, to permit either the exchange of the Notes for
registered notes having terms substantally identical to the Notes (except that the registered notes would not be subject to additional interest

provisions or restnctions on ownership or transfer) or, in the alternative, the registered resale of the Notes The registration statement was
declared effective on December 15, 2008

The Notes are unsecured and unsuboerdinated obligations and rank equally with all of our other unsecured and unsubordinated debt The Notes [
contain covenants that, among other things, imit cur ability and the ability of our Nerth Amencan subsidiaries to incur debt secured by lhiens, enter
into sale and lease-back transactions and, in the case of such subsidianes, incur debt

Convertible Debentures

In January 2002, we scld convertible subordinated debentures having an aggregate princpal amount of $402 The proceeds from the offering, net
of $6 in offenng expenses, were $396 The debentures mature in 2022 and are callable at par, at our eption, for cash on or after January 15, 2007

Holders may require us to purchase all or a portion of therr debentures on January 15, 2012, and January 15, 2017, at a purchase pnce equal to
100% of the prnncipal amount of the debentures plus accrued and unpawd interest up te but not including the date of purchase We have the option
to setlle the purchase pnice in cash, stock, or a combination of cash and stock On January 15, 2007, holders had the option to require us to
purchase all or a portion of their debentures, at a purchase pnce equal to 100% of the pancipal amount of the debentures plus accrued and unpaid
interest up to but not including the date of purchase However, no debentures were sc purchased

The debentures become convertible into shares of cur common stock at a conversion rate of 21 7391 shares per $0 001 pnncipal ameunt of

debentures, equivalent to an initial conversion pnce of $46 00 per share, if the closing pnee of our common stock exceeds a specified pnce for 20

consecufive trading days i a 30-trading day period preceding the date of converston, if our credit rating falls below specified levels, if the

debentures are called for redemption or if certain specified corporate transactions occur Dunng a porton of fiscal 2007, our closing stock pnce

exceeded the specified stock price for more than 20 trading days in a 30-day trading perod Therefore, debenture holders had the option to

convert their debentures into shares of our common stock However, no debentures were so converted Due to changes n the pnce of our !
common stock, the debentures were no longer convertible at March 3, 2007, and have not been convertible at the hoiders’ option through Apnl 27,

2008

The debentures have an interest rate of 2 25% per annum The interest rate may be reset, but not below 2 25% or above 3 25%, on July 15, 2011,
and July 15, 2016 One of our subsidianes has guaranteed the convertible debentures

Other

The fair value of debt approximated $1,904 and $853 at February 28, 2009, and March 1, 2008, respectively, based on the ask prices quoted from
external scurces, compared with carrying values of $1,963 and $816, respectively

At February 28, 2009, the future matunties of long-term debt, including capitalized leases, consisted of the following

Flscal Year

20100 ., - . .8 54

2011 ’ ) 37

20121 Y L TR

2013 25

2014 524

Thereafter 109

Totat long-term debt $ 1,180 ‘

(n
Holders of our convertible debentures may requie us to purchase all or a portion of their debentures on January 15, 2012 The table above
assumes that all holders of our debentures exercise their redemption options
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7 Shareholders' Equity

Stock Compensation Plans

Our 2004 Omrubus Stock and Incentive Plan, as amended ("*Omnibus Plan”), authonzes us to grant or 1ssue non-qualified stock options, incentive
stock options, share awards and other equity awards up to a total of 38 million shares We have not granted incentive stock options under the
Omnibus Plan Under the terms of the Omnibus Plan, awards may be granted to our employees, officers, advisors, consultants and directors
Awards 1ssued under the Omnibus Plan vest as determined by the Compensation and Human Resources Committee of our Board of Directors
("Board”) at the time of grant At February 28, 2009, a total of 4 1 million shares were avallable for future grants under the Omnibus Plan

Upon adoption and approval of the Omnibus Plan, all of our previous equity incentive compensation plans were terminated However, existing
awards under those plans will continue to vest in accordance with the anginal vesting schedule and will expire at the end of thewr onginal term

Our outstanding stock options have a 10-year term  Outstanding stack options 1ssued to employees generally vest over a four-year penod, and
outstanding stock options i1ssued to directors vest immediately upon grant Share awards vest based either upon attainment of established goals
or upen continued employment ("tme-based”) Cutstanding share awards that are not time-based vest at the end of a three-year incentive pened
based either upon our total shareholder retumn ("TSR") compared wath the TSR of companies that compnse Standard & Poor's 500 Index or growth
in our common stock price {"market-based"), or upon the achievement of company or personal performance goals ("performance-based”) We
have time-based share awards that vestin their entirety at the end of three-year penods and time-based share awards where 25% of the award
vesis on the date of grant and 25% vests on each of the three anniversary dates thereafier

QOur 2003 Employee Stock Purchase Plan permitted and our 2008 Employee Stock Purchase Plan permits our employees to purchase our
common stock at 85% of the market pnce of the stock at the beginning or at the end of a semi-annual purchase penod, whichever is less

Stock-based compensation expense was as follows in fiscal 2009, 2008 and 2007

2009 2008 2007
Stock options $ 77 $ 69 $ 7
Share awards
Market-based 13 15 20
Performance-based 4 9
Time-based 3 3
Employee stock purchase plans 14 14 14
Total $ 110 5 105 3 12
Stock Options
Stock option activity was as follows in fiscal 2009
Welghted-
Weighted- Average
Average Remaining
Stock Exercise Price Contractual Aggregate
Optlons per Share Term (In years) intrinsic Value
Qutstanding at March 1, 2008 28,788,000 $ 3973 -
Granted . 13,120,000 34 34
Exercised (1,596,000) 2073
Forfeited/Canceled (2,544,000) 43 61
Qutstanding at February 28, 2009 37,768,000 $ 3837 68 $ 33
Exercisable at February 28, 2009 19,277,000 $ 37N 46 $ 22

The weighted-average grant-date fair value of stock options granted dunng fiscal 2009, 2008 and 2007 was $13 04, $15 98 and $22 32,
respectively, per share The aggregate intnnsic value of our stock options (the amount by which the market price of the stock on the date of

exerase exceeded the exercise pnce of the option)
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exercised during fiscal 2009, 2008 and 2007, was §26, $110 and $160, respectively At February 28, 2009, there was $186 of unrecogmzed
compensation expense related to stock options that 1s expected to be recognized over a weighted-average penod of 2 5 years

Net cash proceeds from the exercise of stock options were $34, $94 and $168 i fiscal 2009, 2008 and 2007, respectively
The actual income tax benefit realized from stock option exercises was $7, $25 and $55, m fiscal 2009, 2008 and 2007, respectively

In fiscal 2009, 2008,and 2007, we estimated the fair value of each stock option on the date of grant using a fattice model with the following
assumptions

Valuation Assumptions(1y 2009 2008 2007

Risk-free interest rate’™ - 09%-4 0% 40%-4 5% 48%-52%
Expected dividend yield * 16% 11% 08%
Expected stock pnce volatiity @ 45% 33% 40%
Expected !ife of stock options (in years) 61 59 59

(1
Forfeltures are estmated using histoncal expenence and projected employee tumover

(2)
Based on the U S Treasury constant matunty interest rate whose term 1s consistent with the expected life of our stock options

3
We use an outside valuation adwisor to assist us In projecting expected stock pnce volatilty We consider both the historical volatiity of our
stock pnce as well as implied volathities from exchange-traded options on our stock

4)
We estimate the expected life of stock options based upon histoncal expenence

Market-Based Share Awards

The fair value of market-hased share awards 1s determined based on generally accepted valuation techniques and the closing market pnce of our
stock on the date of grant A summary of the status of our nonvested market-based share awards at February 28, 2008, and changes during fiscal
2009, 1s as follows

Welghted-
Average

Fair Value

Market-Based Share Awards Shares per Share
Outstanding at March 1, 2008 - . f 1,361,000 . § 3951
Granted 5 X . .. = —
Vested . I = -
Forfeited/Canceled {101,000) 3967
Outstanding at February 28, 2009 1,260,000 $ 3950

We recognize expense for market-based share awards on a straight-kne basis over the requisite service penod {(or to an employee's eligible
retirement date, if earher} At February 28, 2009, there was $10 of unrecognized cormpensation expense related to nonvested market-based share
awards that we expect to recognize over a weighted-average period of 1 5 years

99

Scurce BEST BLY CO INC 10-K, Apni 29 2009 Pawed by Mormingsiar™ Dotumerd Resear 2 S™




le of Contents
$ in millions, except per share amounts or as otherwise noted

Performance-Based Share Awards

The fair value of performance-based share awards 1s determined based on the closing market price of our steck on the date of grant A summary
of the status of our nonvested performance-based share awards at February 28, 2009, and changes dunng fiscal 2009, 1s as follows

Welghted-
Average

Falr Value

Performance-Based Share Awards Shares per Share
Qutstanding at March 1, 2008 747,000 $ 5088
Granted 2,481,000 4119
Vested , — —
Forferted/Canceled (30,000) 50 61
Qutstanding at February 28, 2009 3,198,000 $ 4336

At February 28, 2009, there was $2 of unrecognized compensation expense related 1o nonvested performance-based share awards that we
expect to recognize over a weighted-average penod of 1 4 years

Time-Based Share Awards

The fair value of time-based share awards 1s determined based on the closing market pnice of our stock on the date of grant A summary of the
status of our nonvested time-based share awards at February 28, 2009, and changes dunng fiscal 2009, 1s as follows

Welghted-
Average

Fair Value

Time-Based Share Awards Shares per Share
Outstanding at March 1, 2008 208,000 $ 4886
Granted 618,000 27175
Vested (46,000) 49 69
Forfeited/Canceled {51,000) 3516
Outstanding at February 28, 2009 729,000 $ 3186

Al February 28, 2009, there was $16 of unrecognized compensation expense related to nonvested ime-based share awards that we expect {0
recogruze over a weighted-average penod of 2 9 years

Employee Stock Purchase Plans

In fiscal 2009, 2008 and 2007, we estimated the far value of stock-based compensation expense associated with our employee stock purchase
plans on the purchase date using the Black-Scholes option-pncing valuation model, with the following assumptions

Valuation Assumptions 2009 2008 2007

Risk-free interest rate™” 13% 47% 50%
Expected dividend yield @ 14% 10% 7%
Expected stock pnce volatility . @ 42% 26% 33%
Expected life of employee stock purchase plan options (in months) 6 6 6

[

Based on the U S Treasury constant matunty interest rate whose term 1s consistent with the expected bfe of employee stock purchase plan
shares
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2

We use an oulside valuation advisor to assist us in projecting expected stock price valatility We consider both the histoncal volatiity of our

stock pnice as well as implied volatiities from exchange-traded oplions on our stock

(3)
Based on semi-annual purchase penod

tn fiscal 2009, 2008 and 2007, 1 4 million, 1 2 millen and 1 2 million shares, respectively, were purchased through our employee stock purchase

plans The weighted-average fair values of shares purchased pursuant to the plans dunng fiscal 2009, 2008

and 2007, were $10 32, $11 49 and

$13 97, respectively At February 28, 2009, and March 1, 2008, plan participants had accumulated approximately $17 and $21, respectively, to

purchase our common stock

Earnings per Share

Our basic earnings per share calculation 15 based on the weighted-average number of common shares ouistanding Our diluted earmings per
share calculation 1s based on the welghted-average number of common shares outstanding adjusted by the number of additional shares that
would have been autstanding had the potentially didutive common shares been 1ssued Potentially dilutive shares of common stock include stock

options, nonvested share awards and shares 1ssuable under our employee stock purchase plans, as well as

common shares that would have

resulted from the assumed conversion of our convertible debentures (see Note 6, Debf) Since the potentrally dilutive shares related to the
convertible debentures are included in the calculation, the refated interest expense, net of tax, 1s added back to earnings from continuing
operations, as the interest would not have been paid if the convertible debentures had been converted to common stock Nonvested market-based
share awards and nonvested performance-based share awards are included in the average diluted shares outstanding each penod if established

market or perfarmance critenia have been met at the end of the respective penods

At February 28, 2009, stock options to purchase 37 8 million shares of common stock were outstanding as follows (shares in millions})

Exercisable Unexercisable Total
Woeighted- Woighted- Weighted-
Average Average Average
Price Price Price

Shares % per Share Shares % per Share Shares % per Share
In-the-money ) 88 46 - $ 2882 60 33 $ 269N 148 39 $ 2805
Qut-of-the-money i05 54 44 49 125 67 45 52 230 61 4505
Total * ~193 100 $ 3731 186 100 $ 3947 ~. 378 100 $ 3837

The computation of dilutive shares outstanding excludes the out-of-the-money steck options because such outstanding options’ exercise pnces
were greater than the average market price of our common shares and, therefore, the effect would be antidilutive {1 e , including such options

would result in igher earnings per share)
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Zhe following table presents a reconcihation of the numerators and denorminators of basic and diluted earmings per share in fiscal 2009, 2008 and
007

2009 2008 2007
Numerator
Net earmings, basic $ 1,003 $ 1,407 $ 1377
Adjustment for assumed dilution
Interest on convertible debentures due in 2022, net of tax 6 6 7
Net earmings, diluted § 1,000 $ 1413 3 1,384
Denomtnator (in rmifions)
Weighted-average common shares outstanding 4125 4399 482 1
Effect of potentially dilutive secunties
Shares from assumed conversion of converitble debentures 88 88 88
Stock options and other 16 42 53
Weighted-average common shares outstanding, assuming diluticn 4229 452 9 496 2
Basic eamings per share $ 243 § 320 $ 286
Diluted earnings per share $§ 239 § 312 $§ 278

Repurchase of Common Stock

Cn June 26, 2007, our Board authonzed a $5,500 share repurchase program that terminated and replaced our prior $1,500 share repurchase
program authorzed in June 2006 There 1s no expiration date governing the penod over which we can make our share repurchases under the
June 2007 share repurchase program At February 28, 2009, $2,500 remains available for future purchases under the June 2007 share
repurchase program Repurchased shares have been retired and constitute authonzed but unissued shares

Open Market Repurchases

The following table presents open market share repurchases in fiscal 2009, 2008 and 2007 (shares in milions)

2009 2008 2007
Total number of shares
repurchased —_ 98 118
Total cost of shares
repurchased $ ~— $ 461 $ 599

Dunng fiscal 2009 and 2008, we made no open market repurchases under our June 2007 share repurchase program Dunng fiscal 2008, we
purchased and retired 9 8 million shares at a cost of $461 under our June 2006 share repurchase program

Acceleraled Share Repurchase Program

In accordance with the June 2007 share repurchase program, on June 26, 2007, we entered into an accelerated share repurchase ("ASR")
program that consisted of two agreements to purchase shares of our common stock from Goldman, Sachs & Co ("Goldman®) for an aggregate
purchase pnce of $3,000 Goldman borrowed the shares that were delivered to us as descnbed below, and purchased sufficient shares of our
common stock in the open market to return to the lenders over the terms of the agreements The ASR program concluded 1n February 2008 The
total number of shares repurchased pursuant to the ASR program was 65 8 millien

Coflared ASR

Under the first agreement ("Collared ASR"), the number of shares repurchased was based generally on the volume-weighted average price
{"VWAP™ of our common stock dunng the term of the Collared ASR, subject to collar provisions that established muirimum and maximum numbers
of shares based on the VWARP of our common stock over the speafied hedge penod On July 2, 2007, we paid §2,000 to Goldman under the
terms of the Collared ASR tn exchange for an inihal delivery of 28 3 mullion shares to us on July 2-6, 2007 Goldman delivered an additional

15 6 milhion shares to us dunng the term of the agreement
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Lincollared ASR

Under the second agreement ("Uncollared ASR"), the number of shares repurchased was based generally on the VWAP of our common stock
duning the term of the Uncollared ASR On July 2, 2007, we paid $1,000 to Goldman under the terms of the Uncollared ASR in exchange for an
iniia! delivery of 17 0 million shares to us on July 30-31, 2007 At the conclusion of the Uncollared ASR, we received an addional 4 9 million
shares based on the VWAP of our common stock dunng the term of the agreement

The following table summanzes share repurchases under the ASR program in fiscal 2008 (shares in millions)

Collared Uncollared

ASR ASR Total
Shares recelved . 438 219 658
Payments made $ 2,000 $ 1,000 $3,000
Average pnce per share $ 4560 $ 4557 $4559

Comprehensive Income

Comprehensive income Is computed as net eamings plus certain other items that are recorded dweclly to shareholders' equity In addition to net
earnings, the significant components of comprehensive income include foreign currency translation adjustments and unrealized gains and losses,
net of tax, on available-for-sale marketable equity secunties Foreign currency translation adjustments do not include a prowsion for income tax
expense when earnings from foreign operations are considered to be indefinitely reinvested outside the U 8

Comprehensive income was $184, $1,693 and $1,332 in fiscal 2009, 2008 and 2007, respectively

The components of accumulated other comprehensive (loss) income, net of tax, were as follows

February 28, March 1,
2009 2008
Foreign currency translation . . ' $ (303) $ 527
Unrealized losses on
availlable-for-sale investments {14) (25)
Total ) - $ (317) S 502

8 Leases

The composition of net rent expense for all operating leases, including leases of property and equipment, was as follows in fiscal 2009, 2008 and
2007

2009 2008 2007

Mimimum rentals  _ . $962 $757 $679
Contingent rentals 1 1 1
Total rent expense . %63 758 680
Less sublease income (23) (22) (20)
Net rent expense = - $940 $736° $660
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The future minimum lease payments under our capital, financing and operating leases by fiscal year (not inciuding contingent rentals) at
February 28, 2009, were as follows

Capital Financing Operating

Fiscal Year Leases Leases Leases
2010 $ 28 $ H $ 1,097
2011 19 M 1,045
2012 8 K| 964
2013 3 3 900
2014 N 2 28 846
Thereafter 24 107 3,748
Subtotal . . ) 84 260 $ 8,600
Less imputed interest {19) (60)

Present value of lease obligahions 5 65 $ 200

Total mimimum lease payments have not been reduced by minimum sublease rent income of approximately $121 due under future noncancelable
subleases

Dunng fiscal 2009 and 2008, we entered into agreements totaling $35 and $35, respectively, related to vanous information system and real estate
capital leases These leases were noncash transactions and have been eliminated from our consolidated statements of cash flows

9, Benefit Plans

We sponsor retirement savings plans for employees meeting certain age and service requirements Participants may choose from various
investment options including a fund compnsed of our company stock Parbicipants can contribute up to 50% of their eligible compensation annually
as defined by the plan document, subject to IRS hmitatons Pnor to January 2007, we matched up to 50% of the first 5% of participating
employees' pre-tax eamings Begming in January 2007, we changed the match to 100% of the first 3% of paricipating employees’ pre-tax
earnings and 50% of the next 2% of participating employees' pre-tax earmings Our matching contnbution 1s subject to annual approval by the
Compensation and Human Resources Committee of the Board The total matching cantnbutions, net of forfeitures, were $58, $53 and $261n fiscal
2009, 2008 and 2007, respectively

We have a non-qualified, unfunded deferred compensation plan for tughly compensated employees and our Board members Contribuhons to the
plan are kmited under qualified defined contnbution plan rules Amounts contnbuted and deferred under our deferred compensation plan are
credited or charged with the perfarmance of Investment options offered under the plan and elected by the parhcipants In the event of bankruptcy,
the assets of the plan are available to satisfy the claims of general creditors The hiability for compensation deferred under the plan was $55 and
$74 at February 28, 2009, and March 1, 2008, respectively, and 15 included i long-term habilities We manage the nsk of changes in the fair value
of the hability for deferred compensation by electing to match our lrability under the plan with investment vehicles that offset a substantial portion of
our exposure The cash value of the investment vehicles, which mcludes funding for future deferrals, was $84 and $83 at February 28, 2009, and
March 1, 2008, respectively, and 1s included in ather asseis Both the asset and the liability are camed at fair value
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10. Income Taxes

The following 1s a reconcihation of the federal statutory income tax rate to income tax expense in fiscal 2009, 2008 and 2007

2008 2007

Federal income tax at the

statutory rate 595 . $ 780 $ 747
State income taxes, net of

federal benefit 49 67 38
Benefit from foreign

operations (30) (25) {36)
Non-taxable interest

income (3 (17) (34)
Other 16 10 37 .
Imparmentst! 47 — —
Income tax expense 674 $ 815 [ 752
Effective income iax rate 396% 36 6% 35 3%

M

Tax impact of the other-than-temporary impairment of our investment n the common stock of CPW and the non-deductibility of our goodwill

impairment charge

Earnings from cperations before ncome tax expense, minonty interest and equity 1n loss of affiliates by junsdiction was as follows n fiscal 2009,

2008 and 2007

2008 2007
United States , '+ . P ‘. 1,540 $ . 193 . . $ *1,949
Outside the United States 160 297 181
Earnings from operations before . - ’
income tax expense, minonty \ . .
Interests and equity i iIncome oLt .
(loss) of affihates 1,700 $ 2,228 $ 2,130
Income tax expense was compnsed of the following in fiscal 2008, 2008 and 2007
2009 2008 2007
Current - .
_ Federal $ 573 $ 609 $ 609
State_. - 78 . 110 ‘45
Foreign 66 22 16
' i .. 717~ 741 670
Deferred = _ .
Federal (7 47 51 j
State 1 . (7) 19
Forelgn 37 34 12 !
{43} 74 82
Income tax expense $ 674 $ 815 $ 752°

Deferred taxes are the result of differences between the bases of assets and habuities for financial reporting and income tax purposes Deferred

tax assets and llabilities were compnsed of the following

February 28, March 1,
2009 2008
Accrued property expenses® $ 145 $ 122 °
Other accrued expenses 152 50
Deferred revenue 115 68
Compensation and benefits 65 61
Stock-based compensation 127 96
Net operating loss carryforwards 150 32
Other 84 63
Total deferred tax assets 838 442
Valuahion allowance (79) {9)
Total deferred tax assels
after valuation allowance 759 483
Property and equipment {383) (218)
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Convertible debt
Goodwill and intangibles
Qther

Total deferred tax habiliies
Net deferred tax assets

(62) (53)
(130) (17)

(47) (36)
(622) 324)

137 3 159
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Deferred tax assets and habilities included in our consolidated balance sheets were as foflows

February 28, March 1,
2009 2008
QOther current assets $ 236 3 109
Other assets 28 5¢
Other long-term habilities (127) —
Net deferred tax assets 3 137 $ 158

At February 28, 2009, we had total net operating loss carryforwards from international operations of $37, of which $40 will expire in various years
through 2019 and the remaining amounts have ne expiration Additionally, we had acquired U S federal net operating loss carryforwards of $53
which expire between 2019 and 2028, and U S federal foreign tax credits of $25 which expire between 2015 and 2018

At February 28, 2009, a valuation allowance of $79 had been established against certain nternational net operating loss camyforwards The $70
mncrease from March 1, 2008, 15 due to the valuation allowances of $36 on acquired nel operating loss carryforwards and $34 on operating losses
that arose i fiscal 2009

We have not provided deferred taxes on unremitted earnings altnbutable to foreign operations that have been considered to be remvested
indefinitely These earnings relate to ongoing operations and were $1,048 at February 28, 2009 it 15 not practicable to determine the income tax
hability that would be payable if such earnings were not indefinitely reinvested

The following table provides a reconciliation of the beginning and ending amount of unrecogrized tax benefits in fiscal 2008

Balance at March 2, 2008 $ 261
Gross increases refated to prnor penod
tax positions 86
Gross decreases related to pnor penod | . . )
_ _ tax positions -t . - &
Gross increases related to cument penod
_ _ . faxposiions . o . 19
"L 7 "Setilements with taxing authonties T Y . @ )
Lapse of statute of mitations (6)
Balance at February 28, 2009 - $ . 349

At February 28, 2009, and March 1, 2008, $141 and $110, respectively, of unrecognized tax benefits would favorably impact the effective tax rate
if recognized

We recognize interest and penalties (not included in the "unrecognized tax benefits” above), as well as interest recewved from favorable tax
seltlements, as components of Income tax expense Interest expense was $16 in fiscal 2009 At February 28, 2009, and March 1, 2008, we had
accrued interest of $70 and $45, respectively No penalties were recognized In fiscal 2009 or accerued for at February 28, 2009, and March 1,
2008

We file a consoldated U S federal income tax return, as well as income tax retumns in vanous states and foreign junsdictions With few
exceptions, we are no longer subject to U § federal, state and local, or non-U S income tax examinations by tax authonities for years before fiscal
2003 The Intermnal Revenue Service completed its examnation of our U S federal income tax retums for fiscal 2003 and 2004 in April 2007, and
in December 2008, it completed the examination of our returns for fiscal 2005 and 2006 We are appealing vanous 1ssues related to these U S
federat penods and do not expect resolution of the 1ssues in fiscal 2010

Because existing tax positions will continue to generate increased habilities for us for unrecognized tax benefits over the next 12 months, and
since we are routinely under audit by vanous taxing authorities, il 1s reasonably possible that the amount of unrecognized tax benefits wll change
dunng the next 12 months An estimate of the amount or range of such change cannot be made at this time However, we do not expecl the
change, If any, to have a matenal effect on cur consolidated financial condition or results of operations wathin the next 12 months

11 Segment and Geographic Information

Segment informaton

We have organized our operalions Into two principal segments Domestic and Intemational These segments are our pnmary areas of
measurement and decision-making, as defined by SFAS No 131, Disclosures about Segments of an Enterpnse and Related Information The
Domestic reportable segment 13 compnsed of all store, call center and online operations within the U S and its terntones The International

repartable segment 1s compnsed of ali store, call center and online operations outside the U S
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and its terntones We rely on an internal management reporting process that provides segment information to the operating income leve! for
purposes of making financial decisions and allocating resources The accounting policies of the segments are the same as those descnbed m
Note 1, Summary of Significant Accounting Policies

The following tables present our business segment information In fiscal 2009, 2008 and 2007

2009 2008 2007
Revenue
Domestic $35,070 $33,328 §31,031
International 9,845 6,695 4,903
Total revenue $45,015 $40023 §35934
Percentage of revenue, by revenue category .
Domestic
Consumer electronics 39% 41% 42%
Home office 31% 28% 27%
Entertainment software .19% 20% 19%
Apphances 5% 5% 6%
Services 6% 6% 5%
Other < 1% < 1% 1%
Total 100% 100% 100%
International
Consumer electrenics 26% 39% 41%
Home office 45% 30% 32%
Entertainment software 8% 13% 12%
Apphances 10% 13% 10%
Services . 10% 5% 5%
Cther <1% <1% < 1%
Total e 100% @ 100% 100%
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2009 2008 2007

Operating income .
Domestic $ 1,758 $ 1,999 $ 1,900
international 112 162 99
Total operating income ) 1,870 2,161 1,999
Other income (expense)

Investment income and other 35 129 162

Investment impaiment o (11) - —

Interest expense (94) {62) (31}
Earnings from operations before iIncome tax expense, minonty interests and equity in income .

(loss) of affilates $ 1,700 $ 2228 $ 2130

Assets . .
Domestic « . $ 9,059 $ 8,194 $ 10,614
International 6,767 4,564 2,956
Total assets R .7 ' ) $ 15,826 $ 12,758 $ 13,570
Capital expenditures
Domestic . ’ $ 971 $ 673 s 648
International 332 124 85
Total capilal expenditures _ ’ $ 1,303 $ 797 $§ 733
Depreciation
Domestic $ 550 $ 500 $ 438
International 180 80 71
Total depreciation $ 730 ©. % 580 $ 509
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Gecgraphic informafion

The followang tables present our geographic information in fiscal 2009, 2008 and 2007

2009 2008 2007

Net sales to customers

United States $35070 $33,328 831031
Europe 3,205 — —
Canada 5,174 5,386 4,340
China 1,558 1,309 563
Other ] - -
Total revenue $45015 $40,023 $ 35934

Long-lived assets
Us $ 3155 $ 2,733 $ 2487

Europe 439 —_

Canada 408 435 333
China 161 138 118
Other ¢ 1 - —_ -
Total long-lived assets $ 4174 $ 3306 §$ 2938

12 Contingencies and Commitmants
Contingencies

In December 2005, a purported class action lawsuit captioned, Jasmen Holloway, et a/ v Best Buy Co, Inc , was filed in the U S Distnct Court for
the Northern Distnct of California alleging we discnminate against women and minonty indnaduals on the basis of gender, race, color and/or
national ongin with respect to our employment policies and praclices The action seeks an end to discrimunatory policies and practices, an award
of back and front pay, punitive damages and injunctive relief, including nghtful place relief for all ctass members At February 28, 2009, no accrual
had been established as it was nol possible to estimate the possible loss or range of loss because this matter had not advanced to a stage where
we could make any such estimate The Court has scheduled a class certification heanng We beheve the allegations are without ment and intend
to defend this action vigorously

We are involved In vanous other legal proceedings ansing tn the normal course of conducting business We believe the amounts provided in our
consolidated financial statements, as prescrbed by GAAP, are adequate in ight of the probable and estimable labilties The resolution of those
other proceedings 1s not expected to have a matenal impact on our results of aperations or financial condrtion

Commitments

We engage Accenture LLP ("Accenture") lo assist us with improving our operational capabilities and reducing our costs in the information systems,
procurement and human resources areas Our fulure contractual obligations to Accenture are expected to range from $76 to $262 per year
through 2012, the end of the penads under contract Pnor to our engagement of Accenture, we incurred a significant portion of these costs as part
of normal operations

We had outstanding letters of credit and bankers' acceptances for purchase obligations with an aggregate farr value of $313 at February 28, 2009
At February 28, 2009, we had commitments for the purchase and construction of faciliies valued at approximately $34 Also, at February 28,
2009, we had entered into lease commitments for land and buildings for 211 fulure locations These lease commitments with real eslate
developers provide for minimum rentals ranging from 2 to 19 years, which if consummated based on current cost estimates, will approximate $40
annually over the imitial lease terms These minimum rentals are reported
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in the future minimum lease payments included in Note 8, Leases

13  Related-Party Transactions

Best Buy Europe, which we acquired in fiscal 2009 {see Note 2, Acquisirons), had the following related-party transactions wath CPW in fiscal

2009

Revenue earned for services provided to CPW

SG&A expenses Incurred for services provided by
CPW

Interest expense ncurred on credit facility with CPW
as lender

Accounts payable to CPW at end of fiscal 2009

Accounts receivable from CPW at end of fiscal 2009

Balance outstanding on credit facility from CPW al end
of fiscal 2009 (see Note 6, Debf)

14 Condensed Conschlidating Financial Information

12
29
15

108
60

584

Our converttble debentures are jontly and severally guaranteed by our wholly owned indrect subsidiary Best Buy Stores, L P Investments n
subsidianes of Best Buy Stores, L P, which have not guaranteed the convertible debentures, are accounted for under the equity methed We
reclassified certain pnor-year amounts as descnbed in Note 1, Summary of Significant Accounting Pelicies The aggregate pnincipal balance and

carrying amount of our converible debentures was $402 at February 28, 2009

The convertible debentures may be converted into shares of our common stock by us at anytime or al the option of the holders if certain entena
are mel, as descrbed in Note 6, Debt At February 28, 2009, the debentures were not convertible at the option of the helders

We file a consolidated U S federal income tax return Incorme taxes are allocated in accordance wath our tax allocation agreement U S affiliates
receive no tax benefit for taxable losses, but are allocated taxes at the required effective Income tax rate If they have taxable income
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The following tables present condensed consolidating balance sheets as of February 28, 2009, and March 1, 2008, and condensed consolidating
statements of earnings and cash flows for the fiscal years ended February 28, 2009, March 1, 2008, and March 3, 2007

Condensed Consolidating Balance Sheets

At February 28, 2009

Best Buy Guarantor Non-Guarantor
Co,lnc Subsidiary Subsidiaries Efiminations Consolidated
Assets
Current Assets
Cash and cash equivalents $ 150 3 48 3 300 $ —_ ] 498
Short-term mvestments — — 1" — 1
Receivables 3 442 1,423 _ 1,868
Merchandise inventories —_ 5,402 1,537 {2,186} 4,753
Other current assels 135 210 764 _(47) 1,082
Intercompany receivable — — 8,267 (8,267) b
Intercompany note recetvable 816 — V4| (837) —
Total current assets 1,104 6,102 12,323 (11,337) 8,192
Net Property and Equipment 219 2,262 1,683 o 4174
Goodwill o - 20 2,183 — 2,203
Tradenames - . —_ — 173 - 173
Equity and Other Investments 318 — 77 —_ 385
Customer Relationships — —_ 322 — 322
Other Assets i 56 16 431 {136) 367
Investments in Subsidiaries 10,644 136 N 1,300 ° {12,089) —
Total Assets $ 12,341 $ 8,538 $ 18,511 $ (23,582) $ 15,826
Liabilitiés and Sharehioldéis' Equity . 7~ ' .7 T \ ! * )
Current Liabilities . . .
Accounts payable ST T 0§ e $ 5 = $ 4,997 $ - . % 4,997
Unredeemed gift card habiliues — 424 55 —_ 479
Accrued compensation and related
expenses — 253 206 - - 459
Accrued habilities 12 552 868 {50} 1,382
Accrued ncome taxes 281 — —_ — 281
Short-term debt 162 — 821 — 783
Current portion of long-term debt 2 21 3 — 54
Intercompany payable , 4,168 4,008 — (8,267) —_
intercompany note payabie 21 500 316 {837} —
Total current fiabilities 4,646 5,849 7,094 (9,154) 8,435
Long-Teri Liabilitios . 110 1,226 190 (417) 1,109
Long-Term Debt 804 162 70 — 1,126
Minority interests -« —_ —_ = 513 - 513
Shareholders' Equity 6,681 1,309 10,644 {13,991} 4,643
Total Liabllities and Shareholders’ Equity $ 12,341 $ 8535 $ 18,511 . % (23,562) $ 15,826
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Condensed Consolidating Balance Sheots

At March 1, 2008

Best Buy Guarantor Non-Guarantor
Co, Inc. Subsidiary Subsidlaries Eliminations Consolidated
Assots
Current Assets
Cash and cash equvalents $ 1M $ L7007 5 1,197 $ — $ 1,438
Shon-term nvestments — — 64 . — 64
Recevables 3 340 . 206 C = ! 548
Merchandise m_vggtones_ _ - - 5,293 1,172 {1.757) 4708
Other current assets  _ _ 2 206 . 425 {50) . 583
Intercompany receivable —_ — 7,097 (7.097) —
Intércompany nate receivable, . 500 J=" ) 3 (503) —_
Total current assets 676 5,909 10,164 (9,407) 7,342
Nst Property and Equipment 225 2,030 1,051 — 3,308
Goodwill _ - 6 __ 1,082 — 1,088
Tradenames .- —_ 7 87 - 97
Equity and Other Investments 278 2 325 - 605
Customer Relationships .- — — - 5 — 6
Other Assets 104 11 200 _ 315
Investments in Subsidiaries | 9,108 280 . 1,358 {10,746) . -
Total Assets $ 10,391 $ 8,238 $ 14,282 3 (20,153) $ 12,758
Liabilities arid Shareholders’ Equity v - — T, 0T - - - —
Current Liabilities . e e . -
Accounts payable” $ — $ =% 4,297 $ .= . $ 4,297
Unredeemed gift card liabilities — 471 60 531
Accrued compensauon and rélated . N R R - )
_expenses  __ . " —_ ~200 173 . —_ . 3713
Accrued liabiibes 7 499 519 {50) 975
. Accrued income taxes _ 404 =" - — 404
Short-term debt 120 — . 36 -—- 156
. Current portion of long-term debt 2, 16, R 15 — 33
Intercompany payabte 3,016 4,081 ~ —_ ) {7.097) —
Intercompany nole payable 23 *500 ' —_ (503) " —
Total current habilities 3,552 5,767 5,100 (7.650) 6,769
Long-Term Liabllitios . 110 970 189 (431) '838"
Long-Term Debt 405 143 79 — 627
Minority Interests - ., = . 40 — 40
Shareholders' Equity 6,324 1,358 8,874 (12,072) 4,484
Total Liabilities and Shareholders' Equity $ 10,391 $ 8.23B. $ - 14,282 $ (20,153) $ 12,758
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Condensed Consolidating Statements of Earnings

Fiscal Year Ended February 28, 2009

Best Buy Guarantor Non-Guarantor
Co,Inc Subsidiary Subslidiaries Eliminations Consolidated

Revenue $ 16 § 32407 $ 47,925 $ (35,333) 3 45,015
Cost of goods sold — 26,793 42316 {35,092) 34,017
Gross profit 16 5,614 5,609 {241) 10,998
Selling, general and administrative expenses 150 5,317 3,499 18 8,984
Restructunng charges — 43 35 — 78
Goodwill and tradename impairment _ —_ 66 — 66
Operating (loss) income (134) 254 2,009 (259) 1,870
Other iIncome (expense)

Invesiment income and other 12 — 206 {183) 35

Investment impairment — —_ (1) - (111)

Interest expense {211) (47) (19) 183 {94)
Equity in earmings (loss) of subsidianes 1,293 (1486) 108 (1.258) —_
Earnings before income {ax (benefit) expense, N

minonty interests and equity in income of |
gffilates 960 61 2,193 {1,514) 1,700
Income tax (benefit) expense (302) g9 877 — 674
Minonty interests in earnings —_ — (30) _ (30)
Equity In income of affihates — — 7 —_ 7
Net eamings (loss} $ 1,262 $ (38) 3 1,293 $ (1,514) $ 1,003
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Condensed Consolidating Statements of Earnings

Fiscal Year Ended March 1, 2008

Best Buy Guarantor Non-Guarantor

Co,Inc Subsidiary Subsidiaries Eliminations Consolidated

Revenue v ] 16 $ 31,092 $ 42,677 $ (33,762) $ 40,023

Cost of goods sold — 25,881 365,926 (32,3300 30,477

Gross profit 16 5,211 5,751 (1,432} 9,548

Selling, general and administrative expenses 137 4,933 2,321 {6} 7,385

Operating (loss) income . (121) 278 3,430 {1,426) 2,161

Other income (expense) .

Investment Income and other 65 (1) 367 (302) 129

Interest expense {304) {50) (10} 302 (62)

Equity in eéarmings (foss) of subsidianes 2,561 . {82) 167 {2,746) —
Earmings before mcome tax (benefit) expense,

minonty interests and equity in loss of

_affihates N 2,301 145 . 3,954 R (4,172} 2,228

Income tax (benefit) expense , (532) 60 1,287 — 815

Minorty interests in earnings | L. - .. L3 - 3)

Equity in boss of affihates — - ) 3 Ta — 3)

Net earnings $ 2,833 $ 85 $ 2,661 $ (4,172) % 1,407
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Condensed Consolidating Statements of Earnings

Fiscal Year Ended March 3, 2007

Best Buy Guarantor Non-Guarantor
Co,lnc Subslidiary Subsidiaries Efiminations Consolidated
Revenue $ 18 $ 29,113 $ 34,923 § (28,120) $ 35,934
Cost of goods sold —_ 24,073 31,357 (28,265) 27,165
Gross profit 18 5,040 3,566 145 8,769
Selling, general and administralive expenses 59 4,752 1,980 (21) 6,770
Operating (loss) income (41} 288 1,586 166 1,999
Other income (expense)
investment income and other 118 — 345 {301} 162
interest expense {159) (173) — 301 (31)
Equity in eamings (loss) of subsidiaries 1,298 (47) 73 {1,324) —
Earnings before income tax expense and
minonty interests 1,218 68 2,004 {1,158) 2,130
Income tax expense 42 705 —_ 752
Minonty interests in earnings — -~ () - D)
Net eamings $ 1,211 $ 26 [3 1,298 $ (1,158) % 1,377
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Condensed Consclidating Statements of Cash Flows

Fiscal Year Ended February 28, 2009

Best Buy Guarantor Non-Guarantor
Co,, Inc Subsidiary Subsidiaries Eliminatiens Consolidated
Total cash (used in) provided by operating . ! R
actlvities , $ (1,281) $ 616 $ 2,542 $ — 3 1,877
Investlng Activities
Additions to property and equipment — (641) (662} —_ (1,303)
Purchases of investments (28) — (53) —_ {81)
Sales of investments 91 — 155 — 246
Acgusition of businesses, net of cash
acquired — 2 {2,318) (2,316)
Change in restricted assets — — (97} —_ 97)
Other, net - (17) {5) - (22)
Total cash provided by (used 1n) -
investing activities 63 (656) (2,980) _— {3,573)
Financing Activities .
Issuance of common stock under employee .
stock purchase plan and for the exercise %
of stock options 83 — — _ . a3
. Dividends paid (223) — —_ —-— (223)
Repayments of debt (3,249) i} (19) (1,444} —_ (4,712)
Proceeds from 1ssuance of debt 3,795 3 37 1,774 — 5,606
Excess tax benefits from stock-based ‘ .
compensation - . 6 N — —_— .. — 8
Other, net . . (5) = (18) _ — (23)
Change in interCompany recevable/payable - 790 — (799) e = —
Total cash provided by (used in)
financing activittes 1,197 i8 (478) —_ 737
Effoct of Exchange Rate Changes on Cash =" = DT — 19
Decrease in Cash and Cash Equivalents (21) (22) (897) — (940)
Cash and Cash Equlvalents at Beginnlng of : . -
Year _s i 171 .70 .. 1197 — 1,438
Cash and Cash Equlvalents at End of Year $ 150 $ 48 $ 300 $ — $ 498
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Condensed Consolidating Statements of Cash Flows

Fiscal Year Ended March 1, 2008

Best Buy Guarantor Non-Guarantor
Co,!nc Subsldiary Subsldiaries Eliminations Consolidated
Total cash provided by (used In) operating
activities $ 284 $ (1,212) $ 2,953 $ . —_ $ 2,025
Investing Activities
Additions 1o property and equipment —_— (469) {328) — (787
Purchases of investments (7.,486) - {1,015} — {8,501)
Sales of nvestments 10,136 — TIeeTTTT T = 10,935*
Acquistion of business, net of cash acquired — - (89) — (69}
Change in restncted assets 16 —_ (101} —_ {85)
Other, net — 4 (3) _ 1
Total cash provided by (used in)
investing achivities 2,666 (465) (737) — 1,464
Financing Activities
Repurchase of common stock (3.461) —_ —_— — (3.461)
Issuance of common stock under employee
stock purchase plan and for the exercise
of stock options 146 — —_ —_ 146
Dvidends paid (204) — — — (204)
Repayments of debt (4,242) (10) (101) —_ (4,353}
Progeeds from issuance of debt 4,360 a3 93 — 4,438
Excess tax benefits from stock-based
compensation 24 — — . — 24
Other, net Y ST = L . . (16) — (16)
Change 1n intercompany recewablelpayab!e 363 1,647 {2,010} — —_
- Total cash (used in) provided by
¢ finanging actvities . 3014 ° 1,670 o {2,034) —_ (3,378)
Effect of Exchange Rate Changes on Cash —_ — 122 — 122
{Dacréase) Increase in Cash and Cash T
Equivalents (64) . N 304 . — .233
Cash and Cash Equivalents af Beginning of
Year 235 77 893 — 1,205
Cash ahtid Cash Equivalents atEndof Year 1+ _ § 171 -$ ., 70 $ . 1197 % . — $ 1,438
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Condensed Consolidating Statements of Cash Flows

Fiscal Year Ended March 3, 2007

Best Buy Guarantor Non-Guarantor
Co, Inc, Subsidlary Suhsidiaries Eliminations Consolidated
Total cash (used in) provided by operating
activities $ (213) $ 170 s 1,805 $ — 3 1,762
{nvesting Activities i .
Additions to property and equipment —_ (512) {221} —_ (733)
Purchases of investments (4,386) — {403) - (4,789)
Sales of nvestments - 4,594 — 501 i — 5,095
Acguisitions of businesses, net of cash
acquired —_ — o421y _ (421)
Change In restncled assets —_ - 63 — 83
Other, net {5) 4 5] — 5
Total cash provided by (used in) . —
. investing activibes 203 1 (508) (475) —_ (780)
Financing Activities .
Repurchase of common stock {599) — —_ — {599)
Issuance of common stock under employee
stock purchase plan and for the exercise
of stock options .. L 217 —. — - 217
Dividends paid ~ ° ’ (174} L= — — (174)
Repayments of debt R . (2) — (82) _ —_ (84}
Proceeds from issuance of debt _ L — 397 57 — 96
Excess tax benefits from stock-based
compensation - . \ 50 - L - 50
Other, net | : = o . {19 — (19
Change in intercompany recervable/payable 743 297 (1,040) —_ —_
Totat cash provided by (used in) ~ ,
financing activities 235 336 {1,084) _ (513)
Effoct of Exchange Rate Changes on Cash — — (12) — (12)
Increase {Decrease) in Cash and Cash
Equivalents . 225 2) 234 —_ 457
Cash and Cash Equivalents at Beginning of
Yesar 10 78 659 _ 748
Cash and Cash Equivalents at End of Year $ 235 $ 77 5 893 $ — . 1,205
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15. Supplementary Financial Information (Unaudited)

The followng tables show selected operating results for each quarter and full year of fiscal 2009 and 2008 (unaudited)

Quarter

1st 2nd 3rd 4th Fiscal Year

Fiscal 2009
Reverue m $ 8,990 $ 9,801 $ 11,500 $ 14,724 § 45,015
Comparable store sales % change 37% 4 2% (5 3%) {4 9%) {1 3%}
Gross profit @ $ 2133 § 2,381 $ 2861 $ 3,623 $ 10,998
Speratlng meame 277 339 274 880 1,870
et earnings 179 202 52 570 1,003
Diluted eamings per share 043 048° 013 135 239

Quarter

1st 2nd ard 4th Flscal Year

Fiscal 2008
Revenue @ § 7927 $ 8,750 $ 9,928 $ 13,418 $ 40,023
Comparable store sales % change 30% 36% 6 7% (0 2%) 2 9%
Gross profit $ 1,892 $ 2,138 $ 2,337 $ 3178 $ 9,546
(N)peratlng ncome 266 401 35 1,143 2,161
et earnings 192 250 228 737 1.407
Diluted earmings per share™ 039 0 55 053 171 312

Note Certain fiscal year totals may not add due to rounding

1

(2)

3

Compnised of revenue at stores, call centers and Web sites operating for at teast 14 full months, as well as remodeled and expanded

locations Relocated stores are excluded from the comparable store sales calcutation untd at least 14 full months after reopening Acquired
stores are ncluded in the comparable store sales calculation beginming with the first full quarter following the first annwversary of the date of the
acquisthon The calculation of the comparable store sales percentage change excludes the impact of fluctuations In foreign currency exchange
rates All comparable store sales percentage calculations reflect an equal number of weeks The methad of calculating comparable store sales
vanes across (he retail industry As a result, our method of calculating comparable store sales may not be the same as other retailers’

methods

Includes $78 of restructuring charges recorded in the fiscal fourth quarter related to measures we took ta restructure our businesses and $66
of goodwrll and tradename impairment charges related to our Speakeasy business

The sum of quarterly diluted earings per share does not equal annual diluted earmings per share due to the impact of the tning of share
repurchases on quarterly and annual weighted-average shares outstanding
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Item 9 Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None

Item @A Controls and Procedures
Disclosure Controls and Procedures

We mamtain disclosure controls and procedures that are designed to ensure that information required to be disclosed by us in the reports we file
or submit under the Exchange Act 1s recorded, processed, summanzed and reported within the time pernods specified 1n the SEC's rules and
forms, and that such information s accumulated and communicated to our management, including our Chief Executive Officer (principal executive
officer) and Chief Financial Officer (pnineipal financial officer), to allow timely decisions regarding required disclosure We have established a
Disclosure Committee, consisting of certain members of management, to assist in this evaluation Qur Disclosure Committee meets on a quarterly
basis and more often if necessary

Our management, including our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures (as defined in Rules 13a-15(e} and 15d-15(e) promulgated under the Exchange Act), as of February 28, 2009 Based on lhat
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of February 28, 2009, our disclesure contro!s and
procedures were effective

We acquired Best Buy Europe and Napster in fiscal 2008 We are not yet required to evaluate, and have not fully evaluated, changes in Best Buy
Europe's or Napster's intemal control over finaneial reporting and, therefore, any matenal changes in internal controt over financial reporting that
may result from these acquisitions have not been disclosed n this Annual Report on Form 10-K We intend to disclose all matenal changes in
internal control over financial reporting resuliing from these acquisitions prior to or i our Annual Report on Form 10-K for the fiscal year ending
February 27, 2010, in which repert we will be required for the first tme to include Best Buy Europe and Napster in our annual assessment of
internal control over finanaial reporting

Management's Report on Internal Control Over Financial Reporting

Management's report on our internal contrel over financial reporting 1s included in ltem B, Financial Statements and Supplementary Data, of this
Annual Report on Form 10-K

Attestation Report of the Independent Registered Public Accounting Firm

The altestation report of Deloitte & Touche LLP ("Deloitte”), our independent registered public accounting firm, on the effectiveness of our internal
control over financial reporting 15 included in ltem 8, Financral Stalements and Supplementary Dala, of this Annual Report on Form 10-K

Changss in Internal Control Over Financial Reporting

There were no changes in intemal control over financial reporting duning the fiscat fourth quarter ended February 28, 2009, that have matenally
affected, or are reasonably likely to matenally affect, our internal control over financial reporting

Cortifications
The certifications of aur Chief Executive Officer and our Chief Financial Officer required by Section 302 of the Sarbanes-Oxley Act of 2002 are
filed as Exhibits No 31 1 and No 31 2, respectively, to this Annual Report on Form 10-K As required by section 303A 12(a) of the New York

Stock Exchange Listed Company Manual, our Chief Executive Officer has certified to the New York Stock Exchange that he 1s not aware of any
wiolation by us of the NYSE's Corporate Governance listing standards

Item 98 Other Information

There was no information required to be disclosed in a Current Report on Form 8-K dunng the fourth quarter of the fiscal year covered by this
Annual Report on Form 10-K that was not reported
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PART Il

Item 10 Directors, Executive Officers and Corporate Governance

Directors

The information provided under the caplion "Nominees and Directors” in the Proxy Statement 1s incorporated herein by reference
Executive Officers

Information regarding our executive officers 1s furnished In a separate item caphioned "Executive Officers of the Registrant” included in Part | of this
Annual Report on Form 10-K

Family Relationships

The nature of all family relationships between any director, executive officer or person nominated to become a drrector i1s stated under the captions
"Nominees and Directors" and "Certan Relationships and Related-Party Transachons” in the Proxy Statement and 1s incorporated herein by
reference

Audit Committee Financial Expert and Identification of the Audit Committee

The nformation provided under the caption "Audit Committee Report” in the Proxy Statement, regarding the Audit Committee financial expert and
the identification of the Audit Committee members, Is incorporated herein by reference

Director Nomination Process

The nformation provided under the caption "Director Nomination Pracess” in the Proxy Statement 1s incorporated herein by reference There have
been no matenal changes to the procedures by which shareholders may recommend nominees to our Board

Compliance with Saction 16{a)} of the Exchange Act

The information provided under the caption "Section 16{a) Beneficial Ownership Reporting Compliance™ 1n the Proxy Statement 1s incorporated
herein by reference

Code of Ethics

We adopted a Code of Business Ethics that applies to our directors and all of our employees, including our principal executive officer, our prncipal
financial officer and our principal accounting officer Our Code of Business Ethics 1s available on our Web site, www BestBuy com — select the
*For Qur Investors” ink and then the "Corporate Govemance” ink

A copy of our Code of Business Ethics may also be obtained, without charge, upon wrtien request to

Best Buy Co, Inc

Investor Relations Department

7601 Penn Avenue South

Richfield, MN 55423-3645

We intend to satisfy the disclosure requirement under ltem 5 05 of Form 8-K regarding an amendment to, or awaiver from, a prowiston of our
Code of Business Ethics that applies to our principal executive officer, principal financial officer or pnncipal accounting officer by posting such

nformation within two business days of any such amendment or waiver on our Web site, www BestBuy com — select the "For Qur Investors” link
and then the "Corporate Governance” link

Item 11 Executive Compensation

The information set forth under the captions "Executive Compensation” and "Compensation Committee Intedocks and Insider Participation® in the
Proxy Statement 1s ncorporated herein by reference

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Secunties Authorized for Issuance Under Equity Compensatien Plans

Information regarding secunties authonzed for issuance under equity compensation plans is furmished as a separate item capticned "Secunties
Authonzed for Issuance Under Equity Compensation Plans” included i Part i of ttus Annual Report on Form 10-K

Secunty Ownarship of Certain Beneficlal Owners and Management
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Management" in the Proxy Statement 1s incorporated herein by reference

Item 13 Certain Relationships and Related Transactions, and Diractor Independence

The information provided under the captions "Director Independence,” "Nominees and Directors™ and “Certaimn Relationships and Related Parly
Transactions" in the Proxy Statement (s incorporated herein by reference

ltem 14 Principal Accounting Fees and Services.

The information provided under the caption "Ratfication of Appointment of our Independent Registered Public Accounting Firm — Principal
Accountant Fees and Services" in the Proxy Statement 1s incorporaled herein by reference

Rewview of Defortte & Touche LLP's Independence

Beainning 1n fiscal 2006, we engaged Deloitte as our independent registered public accounting firm with respect to our financial statements In
September 2008, Deloitte advised us that they befieved an adwvisory pariner on Delaitte's audit engagement team had entered into trades involving
our secunties on multiple occasions dunng the period of Delotte's engagement SEC rules require that we file annual financial statements that are
audited by an independent registered public accounting firn SEC rules also provide that when a partner serving in a capacity such as that of this
adwvisory pariner has an investment in secuntes of an audit client the audit firm is not considered independent with respect to that client

This individual had served as the adwisory partner on the audit engagement team from the commencement of Deloitte’s engagement in fiscal 2006
until September 2008 The adwisory partner is no longer an active pariner at Deloitte The audit partner heading the audit engagement team had
responsibility for all substantive 1ssues with respect to the planning, scope and conduct of Delfoitte's audit of our company, while the former
adwvisory partner was responsible for client relationship management, industry matters and service assessment

The former advisory pariner attended some, but not all, Audit Committee meetings At these meetings, he reviewed with the committee reports of
the annual inspection of Deloitte conducted by the Public Company Accounting Oversight Board as well as Delatte’s annual client service
assessments The former advisory pariner also met occasionally with members of management or our audit committee His role was to advise on
industry matters and to maintain the relationship between Deloitte and us He did not review substantive audit matters with management or the
commiltee The former advisory partner attended our annual meetings of shareholders as one of the Deloitte representatives attending those
meetings Nenther the former adwisory partner nor any other Deloitte representative spoke at any of these shareholder meetings and no questions
were asked of Deloitte

Deloitte reparted to us the results of its investigation of the volvement of the former advisory pariner in actual audit matters, including review of
its audit-related files and logs and interviews of other members of the audit engagement team Deloitte also reported to us the steps taken in its
Investigation and s conclusions and provided supporing matenals to us At the direction of our Audit Commitiee, we also conducted an
investigation into the extent of any invalvement of the former advisory partner in actual audit matters We retaned outside counsel to direct and
assist In this investigation Intemal counsel conducted interviews with members and certain former members of our semor management and Audit
Committee that had contact with the former advisory partner, including our Chief Financial Officer and our Chief Accounting Officer Outside and
internal counsel reviewed summanes of the interviews and related documentation, mcluding the minutes of all of our Board of Directors and Board
committee meetings i which the former advisory partner participated, our electronic records and communications identified as pertaining to the
former adwvisory partner, and supporting matenals provided by Deloitte

Following these investigations, Deloitte and our management advised our Audit Commuttee that no evidence was discovered that indicated that the
former adwisory partner had any substantive responsibility for or role i the conduct of the audit Deloitte delivered a letter to our audit committee
stating that, despite the trades in our securities by thesr former advisory partner and the resulting wiclation of the SEC's independence rules, the
former advisory partner had not exercised any influence aver the conduct of the audit or its conclusions wath respect to the audit or accounting
consultations, that the objectivity of the persons responsible for the actual conduct of the audit had not been affected by the former
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advisory partner's actiens, and that Deloitte's independence was not impaired

Based on the foregoing and our Audit Committee’s understanding of the application of the relevant SEC rules, our Audit Committee accepted
Deloitte’s conclusion and lelter regarding its independence and unamimously concluded that, based on all of the facts and circumstances known to
the Audit Committee, Deloitte's independence was not impawred with respect to any of our financial statements covering penods dunng which the
former advisory partner was a member of Deloitte’s audit engagement team, including the current fiscal penod Delodte and we have reported our
respective conclusions regarding this matter to the SEC
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