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file such reports), and (2) has been subject tb §iling requirements for the past 90 dayges No

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, poa-accelerated filer. See
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Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
Yes No

APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY ROCEEDINGS DURING THE PRECEDING
FIVE YEARS:

Indicate by check mark whether the registrant lied &ll documents and reports required to be fidgdections 12, 13 or
15(d) of the Securities Exchange Act of 1934 subsatto the distribution of securities under a planfirmed by a court.
Yes No

APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date.
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PART | —FINANCIAL INFORMATION
ITEM1. CONDENSED CONSOLIDATED FINANCIAL STATEMENT

BEST BUY CO., INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

(% in millions, except per share amounts)

(Unaudited)

CURRENT ASSET.
Cash and cash equivale
Shor-term investmen
Receivable
Merchandise inventori
Other current assets
Total current assets

PROPERTY AND EQUIPMEN

Property and equipme

Less accumulated depreciation

Net property and equipment

GOODWILL
TRADENAMES
EQUITY AND OTHER INVESTMENT
OTHER ASSETS

TOTAL ASSETS

Page4 of 63

December 1, March 3, November 25,
2007 2007 2006
1,31¢ 1,208 $ 1,20¢
29t 2,58¢ 1,80z
73¢ 54¢ 1,11¢
7,451 4,02¢ 6,08¢
673 71z 75¢
10,47 9,081 10,96¢
5,49¢ 4,90¢ 5,427
2,23¢ 1,96¢ 2,45¢€
3,26( 2,93¢ 2,971
1,08¢ 91¢ 991
96 81 83
23C 33¢ 33t
32t 21% 33€
15,47¢ 13,57 $ 15,68¢

NOTE: The consolidated balance sheet as of Mar@0@7, has been condensed from the audited cdasadi financial statemer

See Notes to Condensed Consolidated FinancialrStas.

3
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BEST BUY CO., INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS EQUITY

(% in millions, except per share amounts)

Page5 of 63

(Unaudited)
December 1, March 3, November 25,
2007 2007 2006
CURRENT LIABILITIES
Accounts payab $ 7,591 $ 393¢ % 6,33-
Unredeemed gift card liabiliti 471 49¢ 42¢
Accrued compensation and related expe 33¢ 332 301
Accrued liabilitie: 1,33 99C 1,61
Accrued income tax 14¢€ 48¢ 31¢
Shor-term dek 32¢€ 41 40
Current portion of long-term debt 20 19 41¢€
Total current liabilities 10,23¢ 6,301 9,45
LONG-TERM LIABILITIES 811 442 40k
LONG-TERM DEBT 64z 59C 191
MINORITY INTERESTS 39 35 34
SHAREHOLDERY EQUITY
Preferred stock, $1.00 par value: Authorized — @00,shares; Issued
and outstandin— none — — —
Common stock, $.10 par value: Authorized — 1.5dvillshares; Issued
and outstanding — 419,484,000, 480,655,000 an®281000 shares,
respectivel 42 48 48
Additional paic-in capita 74 43C 481
Prepaid stock repurche (200 — —
Retained earnini 3,32( 5,507 4,79:
Accumulated other comprehensive income 51C 21€ 28C
Total shareholders’ equity 3,74¢ 6,201 5,60z
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 15,47 § 13,57 $ 15,68¢
NOTE: The consolidated balance sheet as of Mar@0@7, has been condensed from the audited cdasadi financial statemer
See Notes to Condensed Consolidated FinancialrS¢ats.
4
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BEST BUY CO., INC.

CONSOLIDATED STATEMENTS OF EARNINGS

(% in millions, except per share amounts)

(Unaudited)
Three Months Endec Nine Months Endec
December 1, November 25, December1, November 25,
2007 2006 2007 2006

Revenue $ 9,92¢ $ 847: $ 26,60 $ 23,03t
Cost of goods sold 7,591 6,47¢ 20,23] 17,37
Gross profit 2,337 1,99¢ 6,36¢ 5,662
Selling, general and administrative expenses 1,98¢ 1,79¢ 5,35( 4,79¢
Operating income 351 19¢€ 1,01¢ 863
Other income (expens

Investment income and otl 32 31 98 91

Interest expense (23) (7) (53 (23
Earnings before income tax expense, minority irsteaad

equity in loss of affiliate 36C 22C 1,06 931
Income tax expen 12¢ 70 38¢€ 317
Minority interes QD — 4) —
Equity in loss of affiliates (2 — (3 —
Net earning $ 22¢ % 15C $ 67C $ 614
Earnings per sha

Basic $ 0.5t $ 0.31 $ 15C $ 1.27

Diluted $ 0.5: $ 0.31 $ 147 $ 1.2¢
Dividends declared per common st $ 0.1 % AC $ 0.3 % 0.2¢
Weighted average common shares outstanding (ifoms)

Basic 418.5 481.( 447 % 482.F

Diluted 430.¢ 495.¢ 459.t 497.¢

See Notes to Condensed Consolidated FinancialrStas.

5
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BEST BUY CO., INC.

Page7 of 63

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDER&EQUITY

FOR THE NINE MONTHS ENDED DECEMBER 1, 2007

($ and shares in millions)

(Unaudited)
Accumulated
Additional Prepaid Other
Common  Common Paid-In Stock Retained Comprehensive
Shares Stock Capital Repurchase  Earnings Income Total

Balances at March 3, 2007 481 $ 48 § 43C $ — $5507 % 21¢€ $ 6,201
Net earnings, nine months enc

December 1, 20( — — — — 67C — 67C
Foreign currency translation adjustme — — — — — 282 282
Unrealized gain on available-for-sale

securitie — — — — — 12 12
Total comprehensive income 964
Cumulative effect of adopting a new

accounting standard (Note — — — — (13 — (13
Stocl-based compensati — — 84 — — — 84
Stock options exercis 2 — 59 — — — 59
Issuance of common stock under

employee stock purchase 1 — 51 — — — 51
Tax benefit from stock options exercised

and employee stock purchase | — — 9 — — — 9
Payment for accelerated share repurchase

progran — — — (3,000 — — (3,000
Repurchase of common st (65) (6) (559 2,80C (2,696 —  (46))
Common stock dividends, $0.33 per share — — — — (14¢) — (149
Balances at December 1, 2007 41€¢ $ 42 § 74 $ (200) $3,32( $ 51C $ 3,74¢

See Notes to Condensed Consolidated FinancialrS¢ats.
6
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BEST BUY CO., INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(% in millions)

(Unaudited)
Nine Months Endec
December 1, November 25,
2007 2006
OPERATING ACTIVITIES
Net earning $ 67C $ 614
Adjustments to reconcile net earnings to total qgasivided by operating activiti
Depreciatiol 41¢ 36¢
Stocl-based compensati 84 87
Deferred income tax 2 (29
Excess tax benefits from stc-based compensati (@) (46)
Other, ne 2 37
Changes in operating assets and liabilities, natqgtiired assets and liabilit
Receivable (a77) (647)
Merchandise inventori (3,295 (2,597
Other asse 11 (59
Accounts payab 3,49¢ 2,59t
Other liabilities 17¢ 252
Accrued income taxes (123 (324)
Total cash provided by operating activities 1,24¢ 265
INVESTING ACTIVITIES
Additions to property and equipment, net of $89 @88 non-cash capital expenditures in
the nine months ended December 1, 2007 and Nove23h@006, respective (5849) (520
Purchases of investme (4,762 (1,910
Sales of investmer 7,327 3,341
Acquisition of businesses, net of cash acqt (89 (421
Change in restricted ass 9 (32
Other, net 2 8
Total cash provided by investing activities 1,90 46€
FINANCING ACTIVITIES
Repurchase of common st (3,467 (489
Issuance of common stock under employee stock paecplan and for the exercise of
stock option 11C 191
Excess tax benefits from stc-based compensati 17 46
Dividends pai (14 (125)
Proceeds from issuance of ¢ 4,28¢ 70
Repayments of de (3,986 (62
Other, net 41 87
Total cash used in financing activities (3,139 (277)
EFFECT OF EXCHANGE RATE CHANGES ON CASH 104 8
INCREASE IN CASH AND CASH EQUIVALENT.: 114 46C
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 1,20¢ 74t
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 1,31¢ $ 1,20¢

See Notes to Condensed Consolidated FinancialrStas.
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BEST BUY CO., INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT

(% in millions, except per share amounts)
(Unaudited)

1. Basis of Presentation

Unless the context otherwise requires, the usbeofdrms “Best Buy”, “we,” “us,” and “our” in the@llowing refers to
Best Buy Co., Inc. and its consolidated subsidgarie

In the opinion of management, the accompanying enseld consolidated financial statements contaimdflistments
necessary for a fair presentation as prescribeatbgunting principles generally accepted in the. BIBadjustments
were comprised of normal recurring adjustmentsepkas noted in these Notes to Condensed Consalitfihancial
Statements. Historically, we have realized morewfrevenue and earnings in the fiscal fourth guavthich include
the majority of the holiday shopping season inwh®. and Canada, than in any other fiscal quartee.timing of new
store openings, costs associated with the developai@ew businesses, as well as general econamitittons may
also affect our future quarterly results. Consetjyemterim results are not necessarily indicatbfeesults for the
entire fiscal year. These interim financial statataend the related notes should be read in cotijumwith the
consolidated financial statements and notes indird®ur Annual Report on Form 10-K for the fisgahr ended
March 3, 2007.

Consistent with China’s statutory requirements, ©hina operations’ fiscal year ends on DecembeifB&refore, we
have elected to consolidate our China financiallts®n a two-month lag. There was no significat¢iivening event
that would have materially affected our consoliddirancial statements had it been recorded dufiadiscal quarter.

Reclassifications

To maintain consistency and comparability, we resifeed certain prior-year amounts to conform te ¢harrent-year
presentation as described in Not&immary of Significant Accounting Poligie§the Notes to Consolidated
Financial Statements in our Annual Report on Fo@aKIor the fiscal year ended March 3, 2007. Iniidd, to
conform to the current-year presentation, we rediasl:

to the International segment, $3 and $6 of sellganeral and administrative (“SG&A”) support caesthe
three and nine months ended November 25, 2006gctgely, which were previously reported as parthaf
Domestic segment in Note Sgegments

to short-term debt, $40 of liabilities at NovemB&; 2006, which was previously reported in curgortion of
long-term debt on our condensed consolidated balaheet;

to equity and other investments, $20 and $15 afstments at March 3, 2007 and November 25, 2006,
respectively, which were previously reported inesthssets on our condensed consolidated balanetssaerd

to other, net, $25 for the nine months ended Nowsrab, 2006, which was previously reported in asset
impairment charges on our consolidated statemecast flows.

These reclassifications had no effect on previoteghyprted consolidated operating income, net egsnin
shareholders’ equity or cash flows.

New Accounting Standards

In December 2007, the Financial Accounting Stansi@ualard (“FASB”) issued Statement of Financial Aacting
Standards (“SFAS”) No. 141(revised 200Blsiness CombinationSFAS No. 141R significantly changes the
accounting for business combinations in a numbareds including the treatment of contingent casition,
preacquisition contingencies, transaction costpratess research and development and restructtostg. In

8

http://sec.gov/Archives/edgar/data/764478/00011088601800/aC-1410 110g.hti 3/27/200:



Pagell of 63

http://sec.gov/Archives/edgar/data/764478/00011088601800/aC-1410 110g.hti 3/27/200:



Pagel? of 63

$ in millions, except per share amounts

addition, under SFAS No. 141R, changes in an aedugntity’s deferred tax assets and uncertain éakipns after
the measurement period will impact income tax espe8SFAS No. 141R is effective for fiscal yearsibemg after
December 15, 2008. We will adopt SFAS No. 141Rrb@gg in the first quarter of fiscal 2010. Tisimndard will
change our accounting treatment for business caatibims on a prospective basis.

In December 2007, the FASB issued SFAS No. Nacontrolling Interests in Consolidated Financ&htements,
an amendment of ARB No../|FAS No. 160 changes the accounting and repadidingpinority interests, which will
be recharacterized as noncontrolling interestsctassified as a component of equity. This new clidation method
significantly changes the accounting for transaxgtiavith minority interest holders. SFAS No. 16@ffective for
fiscal years beginning after December 15, 2008. iMleadopt SFAS No. 160 beginning in the first gea of fiscal
2010. We are evaluating the impact the adopticBFAS No. 160 will have on our consolidated finahpiosition or
results of operations.

In February 2007, the FASB issued SFAS No. T9® Fair Value Option for Financial Assets and Fioal
Liabilities. SFAS No. 159 permits companies to choose to measany financial instruments and certain othengte
at fair value. The objective is to improve finareiporting by providing companies with the oppaoity to mitigate
volatility in reported earnings caused by measuréigted assets and liabilities differently withdiatving to apply
complex hedge accounting provisions. SFAS No. $&ffective for fiscal years beginning after Novemb5, 2007.
Companies are not allowed to adopt SFAS No. 158 m@irospective basis unless they choose earlytiadofpVe will
adopt SFAS No. 159 beginning in the first quarfefiszal 2009. We are evaluating the impact theptida of SFAS
No. 159 will have on our consolidated financial iios or results of operations.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementSFAS No. 157 defines fair value,
establishes a framework for measuring fair valugenerally accepted accounting principles and expdisclosures
about fair value measurements. SFAS No. 157 applidsr other accounting pronouncements that reguipermit
fair value measurements, the FASB having previooshcluded in those accounting pronouncementddiratalue is
the relevant measurement attribute. AccordinghASHNo. 157 does not require any new fair value mesasent.
SFAS No. 157, as originally issued, was effectimefiscal years beginning after November 15, 20@3wever, on
December 14, 2007, the FASB issued FASB Staff BositAS157-b, which deferred the effective dat&SBAS

No. 157 for one year, as it relates to nonfinanasslets and liabilities. We will adopt SFAS No. Bsit relates to
financial assets and liabilities beginning in thetfquarter of fiscal 2009. We are evaluatingithpact the adoption «
SFAS No. 157 will have on our consolidated finahpiasition or results of operations.

2. Acquisitions
Speakeasy, Inc.

On May 1, 2007, we acquired Speakeasy, Inc. (“SpeesK) for $103 in cash, or $89 net of cash acduireluding
transaction costs and the repayment of $5 of Spegledebt. We acquired Speakeasy, an independ8nt U
broadband voice, data and IT services providestrengthen our portfolio of technology solutionse Atcounted for
the acquisition using the purchase method in aecare with SFAS No. 14Business Combinationéccordingly, we
recorded the net assets at their estimated faiegabnd included operating results in our Domestignent from the
date of acquisition. We allocated the purchasesprita preliminary basis using information curngattailable. The
allocation of the purchase price to the assetdiahilities acquired will be finalized no later théhe first quarter of
fiscal 2009, as we obtain more information regagdinset valuations, liabilities assumed and renss@f preliminary
estimates of fair values made at the date of pgeehiBhe premium we paid in excess of the fair vafutbe net assets
acquired was primarily for the expected synergiedelieve Speakeasy will generate by providing tealkinology
solutions for our existing and future customersyal as to obtain Speakeasy’s skilled, establishetkforce. None
of the goodwill is deductible for tax purposes.

The preliminary purchase price allocation, netadtcacquired, was as follows:

Receivable $ 8
Property and equipme 8
Other asse 21
Tradenam 6
Goodwill 76
Current liabilities (30
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Total

&

89
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$ in millions, except per share amounts
Jiangsu Five Star Appliance Co., Ltd.

On June 8, 2006, we acquired a 75% interest irgdiafrive Star Appliance Co., Ltd. (“Five Stafy $184, including
a working capital injection of $122 and transactiosts. Five Star is an appliance and consumetrefecs retailer
and had 131 stores located in eight of China’sr@#ipces on the date of acquisition. We made tkiestment in Five
Star to further our international growth plansirtorease our knowledge of Chinese customers andtin an
immediate retail presence in China. We accountethfoacquisition using the purchase method inr@eawe with
SFAS No. 141. Accordingly, we recorded the netissaetheir estimated fair values, and includedajreg results in
our International segment from the date of acquaisitWe allocated the purchase price on a prelimibasis using
information then available. The allocation of theghase price to the assets and liabilities acduiras finalized in
the first quarter of fiscal 2008. There was no gigant adjustment to the preliminary purchase @adiocation. None
of the goodwill is deductible for tax purposes.

The final purchase price allocation, net of casfuaed, was as follows:

Restricted cas $ 204
Merchandise inventori 10¢
Property and equipme 78
Other asse 78
Tradenam 21
Goodwill 24
Accounts payab (36€
Other current liabilitie (35
Debt (64
Long-term liabilities @
Minority interest$ (33
Total $ 13

1 The minority interests’ proportionate ownersbffassets and liabilities were recorded at histébigarrying
values.

3. Investments

Investments were comprised of the following:

December 1, March 3, November 25,
2007 2007 200¢

Shor-term investmen

Debt securities $ AL 2,588 $ 1,80z
Other current asse¢

Other investments $ — 3 — 3 23
Equity and other investmel

Debt securitie $ — 3 318 $ 32C

Marketable equity securiti 214 4 5

Other investments 16 16 10
Total equity and other investments $ 23C % 336 $ 33t

Debt Securities

Short-term and long-term investments in debt séesrare comprised of auction-rate securities aldeirate demand
notes, asset-backed securities, municipal debriiesyand commercial paper. In accordance witASRNo. 115,
Accounting for Certain Investments in Debt and Bg8ecuritiesand based on our ability to market and to sel¢h
instruments, we classify auction-rate securitiesiable-rate demand notes and other investmenishihsecurities as
available-for-sale and carry them at fair valuecthan-rate securities and variable-rate demandsnate similar to
short-term debt instruments because their inteatss are reset periodically. Investments in tiseserities can be
sold for cash on the auction date. We classifyian-rate securities and varia-rate demand notes as sl-term or
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In accordance with our investment policy, we plageinvestments in debt securities with issuers e high-
quality credit and limit the amount of investmerpesure to any one issuer. We seek to preserveipairand
minimize exposure to interest-rate fluctuationditmjting default risk, market risk and reinvestmeisk.

The following table presents the amortized princgraounts, related weighted-average interest (szable
equivalent), maturities and major security typesoiar investments in debt securities:

December 1, 2007 March 3, 2007 November 25, 2006
Weighted- Weighted- Weighted-
Amortized Average Amortized Average Amortized Average
Principal Interest Principal Interest Principal Interest
Amount Rate Amount Rate Amount Rate
Short-term investments (less than one
year $ 29t 6.91%%$ 2,58¢ 5.66%$ 1,80z 5.6%
Long-term investments (one to three years) — N/A 31€ 5.6&% 32C 5.58%
Total $ 29t $ 2,90¢ $ 2,12
Auction-rate securities, variable-rate
demand notes, and asset-backed
securitie $ 20¢ $ 66 $ 57
Municipal debt securitie — 2,84( 2,06t
Commercial paper 87 — —
Total $ 29t $ 2,90¢ $ 2,12

The carrying values of our investments in debt gdes are at fair value at December 1, 2007; M&cR007; and
November 25, 2006. Due to the rapid turnover afpmrtfolio and the highly liquid nature of thesw@stments, there
were no significant unrealized holding gains oskxs Realized gains and losses are included istimesnt income
and other in the consolidated statements of easrang were not significant for any period presenité decrease in
the balance of investments in debt securities coetbaith the balances at March 3, 2007, and at kdoez 25, 2006,
was due to the liquidation of a substantial portibour investments portfolio to repay our bridgar facility and to
fund our accelerated share repurchase (“ASR”) pnogiSee Note 4 redit Facilities for further information on the
bridge loan facilityand Note 7Common Stock Repurchasés further information on the ASR program.

Marketable Equity Securities

We also invest in marketable equity securities @adsify them as available-feale. Investments in marketable eq
securities are included in equity and other investis in our consolidated balance sheets, and poeteel at fair valu
based on quoted market prices. All unrealized Ingldjains and losses are reflected net of tax inraatated other
comprehensive income in shareholders’ equity.

The carrying values of our investments in marketaguity securities at December 1, 2007; Marctd872and
November 25, 2006, were $214, $4 and $5, respégtiVhe increase in marketable equity securitiessiMarch 3,
2007, was primarily due to our investment in ThepBane Warehouse Group PLC (“CPW?”), Europe’s legdin
independent retailer of mobile phones and servidasng the second quarter of fiscal 2008, we pasell in the ope
market 26.1 million shares of CPW common stockift83, representing nearly 3% of CPW'’s outstandirayes.

Net unrealized (loss)/gain, net of tax, includeddcumulated other comprehensive income were §1) abd $12 at
December 1, 2007; March 3, 2007; and November @36 2respectively.

Other Investments

We also have investments that are accounted feitbar the cost method or the equity method thaineieide in
equity and other investments and other currentagseur consolidated balance sheets. The aggregatying value
of these investments at December 1, 2007; Mar@0@7; and November 25, 2006, were $16, $16 and $33,
respectively. The decrease in other investmewtaded in other current assets from November 26620 March 3,
2007, was due to the sale of our investment in Galfaxy, Inc. (“Golf Galaxy”) in February 2007. Riovember 25,
2006, the carrying value of our investment in Gadflaxy was $23.

11
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4.

Credit Facilities

On June 26, 2007, we entered into a $3,000 briokye facility with Goldman Sachs Credit Partners. [(tRe “Bridge
Facility”), concurrently with the execution of agraents to purchase $3,000 of shares of our comtock & the
aggregate pursuant to our ASR program. See N&emmon Stock Repurchasés further information on the ASR
program. We initially borrowed $2,500 under thédBe Facility and used $500 of our existing casth ianestments
to fund the ASR program. Effective July 11, 206, reduced the amount we could borrow under thegeriacility
to $2,500.

Effective July 2, 2007, we terminated our previ8@80 revolving credit facility that was scheduledekpire on
December 22, 2009.

On September 19, 2007, we entered into a $2,5@0ykar unsecured revolving credit agreement (thedit
Agreement”) with JPMorgan Chase Bank, N.A. (“JP §ior"), as administrative agent, and a syndicateaaoks (the
“Lenders”). The Credit Agreement permits borrowingsto $2,500, which may be increased up to $3z2@ur
option and upon the consent of JPMorgan and eatttedfenders providing an incremental credit commeiit. The
Credit Agreement includes a $300 letter of credlt-Bmit and a $200 foreign currency sub-limit. TGeedit
Agreement terminates in September 2012.

Interest rates under the Credit Agreement are Mariand are determined at our option at: (i) treatgr of the federal
funds rate plus 0.5% or JPMorgan’s prime ratejipthle London Interbank Offered Rate (“LIBOR”) gapplicable
LIBOR margin. A facility fee is assessed on the oatment amount. Both the LIBOR margin and the facilee are
based upon our current senior unsecured debt rathmgLIBOR margin ranges from 0.32% to 0.60%, #redfacility
fee ranges from 0.08% to 0.15%.

The Credit Agreement is guaranteed by specifiedididries and contains customary affirmative angatige
covenants. Among other things, these covenantsatest prohibit our ability to incur certain types amounts of
indebtedness, incur liens on certain assets, maikerial changes to our corporate structure or &tera of our
business, dispose of material assets, allow noenaasubsidiaries to make guarantees, engageliarge in control
transaction, or engage in certain transactions athaffiliates. The Credit Agreement also contaiogenants that
require us to maintain a maximum quarterly casW fleverage ratio and a minimum quarterly interestezage ratio.
The Credit Agreement contains customary defaulvipions including, but not limited to, failure tapinterest or
principal when due and failure to comply with coaats.

Concurrently with the execution of the Credit Agremnt, we borrowed $1,350 under the Credit Agreerardtused
$1,150 of the proceeds to repay the outstandirgnioalon the Bridge Facility. Accordingly, the Bredgacility was
terminated effective September 19, 2007. The reimzi$200 borrowed under the Credit Agreement wasl digr
general corporate purposes. At December 1, 2007/A $2&s outstanding under the Credit Agreement.

Income Taxes

We adopted the provisions of FASB Interpretatidfll”) No. 48, Accounting for Uncertainty in Income Taxean
Interpretation of FASB Statement No. 168fective March 4, 2007. FIN No. 48 provides @ride regarding the
recognition, measurement, presentation and dis@asithe financial statements of tax positionetakr expected to
be taken on a tax return, including the decisioetivér to file in a particular jurisdiction. The gdion of FIN No. 48
resulted in the reclassification of $196 of tabiigies from current to long-term and a $13 in@ean our liability for
unrecognized tax benefits, which was accountedda reduction to the March 4, 2007, retained egsibalance.

At March 4, 2007, our total liability for unrecogeid tax benefits, after the adoption of FIN No.w8&s $196, of
which $84 represented tax benefits that, if recogphi would favorably impact the effective tax r&der liability for
unrecognized tax benefits was $240 at Decembedd7,2f which $100 represents tax benefits thagdbgnized,
would favorably impact the effective tax rate.

We accrue interest and penalties in income taxrmesga our consolidated statements of earningdakth 4, 2007,
we had accrued interest and penalties of $30, aflw8iL6, if recognized, would favorably impact #féective tax
rate. Our liability for accrued interest was $4Dacember 1, 2007, of which $23 represents taefitsrihat, if
recognized, would favorably impact the effective ttate.
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We file a consolidated U.S. federal income taxmetas well as income tax returns in various statekforeign
jurisdictions. With few exceptions, we are no longebject to U.S. federal, state and local, or bo&:- income tax
examinations by tax authorities for years befasedl 2003. In April 2007, the Internal Revenue ®erecompleted its
examination of our U.S. federal income tax retdondiscal 2003 and fiscal 2004, and resolutiortaf issues
pertaining to those years is expected in fiscaB2Bdwever, we do not expect that the resolutiotheée issues will
have a significant effect on our consolidated ftiahcondition or results of operations.

6. Earnings per Share

Our basic earnings per share calculation is consplised on the weighted-average number of commemesh
outstanding. Our diluted earnings per share caioulas computed based on the weightagrage number of comm
shares outstanding adjusted by the number of additshares that would have been outstanding feagddtentially
dilutive common shares been issued. Potentiallytidé shares of common stock include stock optiansyested
share awards and shares issuable under our emptmaepurchase plan, as well as common sharesvthdtl have
resulted from the assumed conversion of our coitkertiebentures. Since the potentially dilutiverssaelated to the
convertible debentures are included in the calmrathe related interest expense, net of taxdded back to net
earnings, as the interest would not have beeniptid convertible debentures had been convertetdtomon stock.
Nonvested market-based awards and nonvested pariceybased awards are included in the averagediifitares
outstanding each period if established market diopmance criteria have been met at the end ofdbpective
periods.

The following table presents a reconciliation af ttumerators and denominators of basic and dikaedings per
share (shares in millions):

Three Months Ended Nine Months Ended
December 1, November 25, December1, November 25,
2007 200¢ 2007 200¢
Numerato
Net earnings, bas $ 226 % 15C $ 67C $ 614
Adjustment for assumed diluti
Interest on convertible debentures, net of tax 2 2 5 5
Net earnings, diluted $ 23C $ 152 % 675 $ 61¢
Denominata
Weightec-average common shares outstan 418.7 481.( 447 .2 482.F
Effect of potentially dilutive securiti
Shares from assumed conversion of convertible
debenture 8.8 8.8 8.8 8.8
Stock options and other 3.3 6.C 3.5 6.1
Weightedaverage common shares outstanding, assu
dilution 430.¢ 495.¢ 459.f 497 .«
Earnings per sha
Basic $ 05t % 031 $ 15C $ 1.27
Diluted $ 05: $ 031 $ 147 % 1.2¢

The computation of average dilutive shares outétaneixcluded stock options to purchase 10.0 miléod 4.3
million shares of common stock for the three morthded December 1, 2007, and November 25, 2008 ctgely,
and 10.0 million and 4.6 million shares of commuotk for the nine months ended December 1, 200, an
November 25, 2006, respectively. These amounts eaieided because the optioesercise prices were greater tt
the average market price of our common stock ferpiriods presented and, therefore, their effecidvioe
antidilutive (i.e., including such options wouldstdt in higher earnings per share).

7. Common Stock Repurchases

On June 26, 2007, our Board of Directors (“Boamlijhorized a new $5,500 share repurchase prograenngw
program has no stated expiration date. The newrgnogerminated and replaced our prior $1,500 stegrerchase
program authorized by our Board in June 2006. Time 2006 share repurchase program terminated platee oul
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prior $1,500 share repurchase program authorizeslboard in April 2005.
Open Market Repurchases

The following table presents open market sharercdfases (shares in millions):

Three Months Endec Nine Months Endec
December 1, November 25, December 1, November 25,
2007 2006 2007 2006
Total number of shares repurchased — 0.5 9.8 9.t
Total cost of shares repurcha $ — ¢ 22 % 461 $ 484

In the nine months ended December 1, 2007, we paechand retired 9.8 million shares at a cost 61 &der our
June 2006 share repurchase program. We made navapé&et purchases during the three months endedrblesr 1,
2007, under our June 2007 share repurchase program.

In the three and nine months ended November 29,200 purchased and retired 0.5 million and 3.3ionilshares,
respectively, at a cost of $22 and $152, undedane 2006 share repurchase program. We also pecthas retired
6.2 million shares at a cost of $332 under our @805 share repurchase program during the perad f

February 26, 2006, through June 21, 2006. Retinades constitute authorized but unissued shares.

Accelerated Share Repurchase Program

In accordance with our June 2007 share repurchagggm, on June 26, 2007, we entered into an ASBram
authorized by our Board. The ASR program consist&/o agreements to purchase shares of our comitoegck om
Goldman, Sachs & Co. (“Goldman”) for an aggregatepase price of $3,000. Goldman borrowed the sttha
were delivered to us as described below, and is@gg to purchase sufficient shares of our comnmrksn the ope
market to return to lenders over the terms of tire@ments. The ASR program is scheduled to condfude
February 2008, although in certain circumstancegd¢hmination date may be modified. The actual remath shares
repurchased will be determined at the completiothefASR program. We do not expect to make siggnific
additional share repurchases prior to the conafusfahe ASR program. Repurchased shares haverbgmd and
constitute authorized but unissued shares.

Collared ASR

Under the first agreement (the “Collared ASR”), thenber of shares to be repurchased is based dgrerdhe
volume-weighted average price (“VWAP”) of our comm&tock during the term of the Collared ASR, subjec
collar provisions that established minimum and nmaxin numbers of shares based on the VWAP of our cmmm
stock over the specified hedge period. On July0R72we paid $2,000 to Goldman in exchange fonérai delivery
of 28.3 million shares to us on July 2-6, 2007,anttie terms of the Collared ASR.

Pursuant to the terms of the Collared ASR, the égugiod for determining the minimum and maximurmbers of
shares to be purchased ended on July 24, 2007mirti@um has been set at 38.7 million shares anddsémum ha
been set at 44.8 million shares. Goldman delivéfed million additional shares to us on July 2Q20Accordingly,
we have received a total of 38.7 million sharesf®oldman at December 1, 2007, equivalent to themum
number of shares to be delivered under the terntiseo€ollared ASR. At the conclusion of the Colth&SR, we ma
receive additional shares based on the VWAP oftoormon stock during the agreement term, up to thwemum
44.8 million shares.

Uncollared ASR

Under the second agreement (the “Uncollared ASIRE humber of shares to be repurchased is basedaijgron the
VWAP of our common stock during the term of the bltered ASR. On July 2, 2007, we paid $1,000 tod&wn
under the terms of the Uncollared ASR in exchaigen initial delivery of 17.0 million shares to ais July 30-31,
2007, subject to a 20%, or $200, holdback. At trectusion of the Uncollared ASR, we may receiveithoftal
shares, or we may be required to pay additiondl oashares (at our option), based on the VWAPuofcommon
stock during the agreement term. At December 17 20& $200 holdback was shown on our condensesbtidated
balance sheet as prepaid stock repurchase in sihdeesi equity.
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The following table presents share repurchasesrthdeASR program (shares in millions):

Three Months Nine Months

Ended Ended
December 1, December 1,
2007 2007
Collared ASF
Shares receiv¢ — 38.7
Payments ma $ — $ 2,00(
Uncollared ASF
Shares receiv¢ — 17.C
Payments ma $ — 3 1,00C
Total shares receiv — 55.7
Total payments ma $ — $ 3,00(

Note: The ASR program is scheduled toctiade in February 2008, although in certain cirstances the termination date may be
modified. The actual number of shares repurchaskéevdetermined at the completion of the ASR paoyg.

Comprehensive Income

Comprehensive income is computed as net earnimgsopher items that are recorded directly to stadens’ equity.
In addition to net earnings, the components of aemgnsive income are foreign currency translatjosiments and
unrealized gains or losses, net of tax, on avatédnl-sale marketable equity securities. Foreigmency translation
adjustments do not include a provision for incomedxpense when earnings from foreign operatiomgansidered
to be indefinitely reinvested outside the U.S. Coshpnsive income was $346 and $123 in the threehmn@mded
December 1, 2007, and November 25, 2006, respéctaved $964 and $633 in the nine months ended iDbee 1,
2007, and November 25, 2006, respectively.

Segments

We operate two reportable segments: Domestic aednlational. The Domestic segment is comprised| &1.&.

store, call center and online operations. The haional segment is comprised of all store, calteeand online
operations outside the U.S. We have included Spesgkevhich we acquired on May 1, 2007, in the Ddioes
segment. Our segments are evaluated on an operatimge basis, and a stand-alone tax provisioot€alculated

for each segment. To conform to the current-yeasgmtation, we reclassified to the Internationghsent $3 and $6
of SG&A support costs for the three and nine moetided November 25, 2006, respectively, which weperted as
part of the Domestic segment in fiscal 2007. Thepaccounting policies of the segments are thee senthose
described in Note ISummary of Significant Accounting Poligiesthe Notes to Consolidated Financial Statements
included in our Annual Report on Form 10-K for frszal year ended March 3, 2007.

Revenue by reportable segment was as follows:

Three Months Ended

Nine Months Ended

December 1, November 25, December 1, November 25,

2007 2006 2007 2006
Domestic $ 8,20¢ $ 716¢ $ 22,14 $ 19,947
International 1,722 1,30¢ 4,461 3,08¢

Total revenue

$ 9,92¢ $ 8,47:

$ 26,608 $§ 23,03t
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10.

Operating income by reportable segment and thent@i@tion to earnings before income tax expenseapnity
interest and equity in loss of affiliates were altofvs:

Three Months Ended Nine Months Ended
December 1, November 25, December1, November 25,
2007 200¢ 2007 200¢
Domestic $ 32¢ % 18¢ $ 957 $ 852
International 22 7 61 10
Total operating income 351 19¢€ 1,01¢ 863
Other income (expens
Investment income and otl 32 31 98 91
Interest expense (23) (7) (53 (23
Earnings before income tax expense, minority irstere
and equity in loss of affiliats $ 36C $ 22C % 1,06: $ 931
Assets by reportable segment were as follows:
December 1, March 3, November 25,
2007 2007 2006
Domestic $ 11237 $ 10,614 $ 12,30:
International 4,237 2,95¢ 3,38
Total assets $ 1547 $ 1357C $ 15,68¢
Goodwill by reportable segment was as follows:
December 1, March 3, November 25,
2007 2007 200€
Domestic $ 452 % 37t % 38:
International 634 544 60¢
Total goodwill $ 1,08¢ $ 91¢ $ 991

The changes in the Domestic goodwill balance siaech 3, 2007, and November 25, 2006, were duegsiiynto the
acquisition of Speakeasy. The increase in thenat@nal goodwill balance since November 25, 20065 due
primarily to fluctuations in foreign currency excitge rates, partially offset by the finalizationrife Star’s purchase
price allocation. The increase in the Internatiag@ddwill balance since March 3, 2007 was due prilgngo
fluctuations in foreign currency exchange rates.

Tradenames by reportable segment were as follows:

December 1, March 3, November 25,

2007 2007 2006
Domestic $ 23 % 17 17
International 73 64 66
Total tradenames $ 96 $ 81 $ 83

Tradenames included in our balance sheets wereresedf indefinite-lived intangible assets relateeur Pacific
Sales and Speakeasy tradenames, which are indludleel Domestic segment, and to our Future Shog-aredStar
tradenames, which are included in the Internatisegiment.

Contingencies

We are involved in various legal proceedings agsmthe normal course of conducting business. @lieve the
amounts provided in our consolidated financialestegnts are adequate in consideration of the pretzatd estimable
liabilities. The resolution of those proceedingsads expected to have a material effect on our alateted results of
operations or financial condition.
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11. Condensed Consolidating Financial Information

Our convertible debentures, which mature in 2022 gaiaranteed by our wholly-owned indirect subsidizest Buy
Stores, L.P. Investments in subsidiaries of Best 8tores, L.P. which have not guaranteed the cdbledebenture:
are accounted for under the equity method. We ssifiad certain prior-year amounts as describedate 1,Basis of
Presentationin this Quarterly Report on Form 10-Q. The aggtegrincipal balance and carrying amount of our
convertible debentures was $402 at December 1,.2007

The debentures may be converted into shares afaumon stock if certain criteria are met. Thestedd are
described in Note Debt, of the Notes to Consolidated Financial Statemientgir Annual Report on Form 10-K for
the fiscal year ended March 3, 2007. During a partf the nine months ended November 25, 2006¢losing stock
price exceeded the specified stock price for mioaa L0 trading days in a 30-tradidgy period. Therefore, debentt
holders had the option to convert their debentumesshares of our common stock. However, no delserwas so
converted. Due to changes in the price of our comstock, the debentures were no longer converdible
November 25, 2006.

We file a consolidated U.S. federal income taxmetincome taxes are allocated in accordance withtax allocation
agreement. U.S. affiliates receive no tax benefitdixable losses, but are allocated taxes attigined effective
income tax rate if they have taxable income.

The following tables present condensed consoligdialance sheets at December 1, 2007; March 3,; 2007
November 25, 2006; condensed consolidating statenoémearnings for the three and nine months emmtmber 1
2007, and November 25, 2006; and condensed coasialidstatements of cash flows for the nine moetided
December 1, 2007, and November 25, 2006:
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(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Assets
Current Assets
Cash and cash equivale $ 282 % 76 $ 961 $ — % 1,31¢
Shor-term investmen 201 — 94 — 29t
Receivable 2 483 254 — 73¢
Merchandise inventori — 5,96( 1,88: (397) 7,451
Other current asse¢ 3 13€ 54k (11) 673
Intercompany receivak — — 8,02¢ (8,026 —
Intercompany note receivable 50C — — (500) —
Total current assets 98¢ 6,65¢ 11,76: (8,929 10,471
Net Property and Equipment 234 2,05( 97¢€ — 3,26(
Goodwill — 6 1,08( — 1,08¢
Tradename: — — 96 — 96
Equity and Other Investments 19 3 212 4) 23C
Other Asset: 35 59 231 — 32t
Investments in Subsidiaries 7,34¢ 265 1,34¢€ (8,957 —
Total Assets $ 8,62: $ 9,03t $§ 1570 $§ (17,889 $ 1547
Liabilities and Shareholders Equity
Current Liabilities
Accounts payab $ — — 7,591 % — 7,597
Unredeemed gift card liabiliti — 41€ 53 — 471
Accrued compensation and related expe — 21¢ 12C — 33¢
Accrued liabilitie 13C 653 562 (8) 1,33
Accrued income tax 14¢€ — — — 14¢€
Shor-term dek 27¢ — 51 — 32¢€
Current portion of lon-term dek 2 13 5 — 20
Intercompany payak 3,20¢ 4,82( — (8,026 —
Intercompany note payable — 50C — (500 —
Total current liabilities 3,75¢ 6,62: 8,38¢ (8,539 10,23¢
Long-Term Liabilities 11¢ 89t 15C (349 811
Long-Term Debt 40¢ 174 62 — 64z
Minority Interests — — 39 — 39
Shareholders’ Equity 4,34; 1,34¢ 7,064 (9,006) 3,74¢
Total Liabilities and Shareholders’ Equity $ 8,62: $ 9,03¢ $ 15701 $ (17,889 $ 15,47/
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(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Assets
Current Assets
Cash and cash equivale $ 23t % 77 $ 893 % — 1,20¢
Shor-term investmen 2,58: — 6 — 2,58¢
Receivable 33 363 152 — 54¢
Merchandise inventori — 3,46¢ 96( (397) 4,02¢
Other current asse¢ 20 20z 59¢€ (10€) 712
Intercompany receivak — — 4,891 (4,897 —
Intercompany note receivable 50C — — (500) —
Total current assets 3,37( 4,10 7,49¢ (5,899 9,081
Net Property and Equipment 23¢ 1,89¢ 804 (©)] 2,93¢
Goodwill — 6 913 — 91¢
Tradename: — — 81 — 81
Equity and Other Investments 32& 4 9 — 33¢€
Other Assets 84 25¢ 5 (13%) 213
Investments in Subsidiaries 6,09¢ 162 1,29: (7,559 —
Total Assets $ 10,117 % 6,43¢ $ 10,60 $ (13,580 13,57(
Liabilities and Shareholders Equity
Current Liabilities
Accounts payab $ — — 3,932 % — 3,93/
Unredeemed gift card liabiliti — 452 44 — 49€
Accrued compensation and related expe — 19¢ 134 — 332
Accrued liabilitie 7 564 544 (125) 99C
Accrued income tax 484 5 — — 48¢
Shor-term dek — — 41 — 41
Current portion of lon-term dek 2 12 5 — 19
Intercompany payak 2,46( 2,431 — (4,89 —
Intercompany note payable — 50C — (500 —
Total current liabilities 2,95:¢ 4,16: 4,702 (5,51¢) 6,301
Long-Term Liabilities 21¢ 84¢ 10z (727) 443
Long-Term Debt 407 132 51 — 59C
Minority Interests — — 35 — 35
Shareholders’ Equity 6,53¢ 1,29: 5,71% (7,349 6,207
Total Liabilities and Shareholders’ Equity $ 10,117 $ 6,43¢ $ 10,60¢ $ (13,58) $  13,57(
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(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Assets
Current Assets
Cash and cash equivale $ 22¢ % 19C $ 78¢ % — % 1,20¢
Shor-term investmen 1,79¢ — 6 — 1,802
Receivable 26 94C 14¢ — 1,11¢
Merchandise inventori — 4,87¢ 1,43¢ (239 6,08¢
Other current asse¢ 35 121 644 (47) 75¢
Intercompany receivak — — 5,912 (5,919 —
Intercompany note receivable 50C — — (500) —
Total current assets 2,58¢ 6,13( 8,93¢ (6,687) 10,96¢
Net Property and Equipment 24C 1,93¢ 79t (©)] 2,971
Goodwill — 6 98t — 991
Tradename: — — 83 — 83
Equity and Other Investments 32& 4 6 — 33t
Other Assets 80 25E 14t (149 33€
Investments in Subsidiaries 5,38 16€ 1,38¢ (6,939 —
Total Assets $ 8,614 $ 850( ¢ 1234: $§ (13,77) $ 15,68¢
Liabilities and Shareholders Equity
Current Liabilities
Accounts payab $ — — 6,332 % — 6,33
Unredeemed gift card liabiliti — 39C 39 — 42¢
Accrued compensation and related expe — 177 124 — 301
Accrued liabilitie 30& 653 693 (38) 1,61:
Accrued income tax 312 6 — — 31¢
Shor-term dek — — 40 — 40
Current portion of lon-term dek 404 11 4 — 41¢
Intercompany payak 1,46¢ 4,44: — (5,919 —
Intercompany note payable — 50C — (500 —
Total current liabilities 2,49( 6,18( 7,232 (6,450) 9,45:
Long-Term Liabilities 234 80C 24 (653%) 40k
Long-Term Debt 5 131 55 — 191
Minority Interests — — 34 — 34
Shareholders’ Equity 5,88t 1,38¢ 4,99 (6,669 5,60z
Total Liabilities and Shareholders’ Equity $ 8,614 $ 8500 $ 1234: $ (13,779 $  15,68¢
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(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated

Revenue $ 4 3 7,62¢ $  12,14¢ $ (9,857 $ 9,92¢
Cost of goods sold — 6,247 11,03¢ (9,699 7,591
Gross profi 4 1,38 1,11C (159 2,331
Selling, general and administrative expenses 35 1,32¢ 613 10 1,98¢
Operating (loss) incon (31 54 497 (169) 351
Other income (expens

Investment income and ott 26 QD 22 (15) 32

Interest expense (17) (11) (9) 14 (23
(Loss) earnings before equity in earnings (loss)

of subsidiarie (22 42 51C 170 36C
Equity in earnings (loss) of subsidiaries 37¢ (3) 29 (401 —
Earnings before income tax expense, minority

interest and equity in loss of affilia 358 39 53¢ (577) 36C
Income tax (benefit) exper (45) 13 161 — 12¢
Minority interes — — (1) — (1)
Equity in loss of affiliates — — (2) — (2
Net earning $ 39¢ $ 26 $ 37§ (570 $ 22¢
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Condensed Consolidating Statements of Earnings
For the Nine Months Ended December 1, 2007

(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated

Revenue $ 12 $ 2067 $ 28,17¢ $ (22,25¢) $  26,60¢
Cost of goods sold — 16,90( 25,45¢ (22,12) 20,23;
Gross profi 12 3,771 2,72( (135) 6,36¢
Selling, general and administrative expenses 10¢ 3,59: 1,63( 19 5,35(
Operating (loss) incon (96) 17¢ 1,09( (159 1,01¢
Other income (expens

Investment income and ott 87 QD 50 (38) 98

Interest expense (38) (31) (22) 38 (53)
(Loss) earnings before equity in earnings (loss)

of subsidiarie 47 14¢€ 1,11¢ (159 1,06
Equity in earnings (loss) of subsidiaries 87C (23) 94 (947) —
Earnings before income tax expense, minority

interest and equity in loss of affilia 823 12z 1,212 (1,095 1,06:
Income tax (benefit) exper Q) 52 33t — 38¢€
Minority interes — — (4) — (4)
Equity in loss of affiliates — — (3) — (3)
Net earning $ 824 % 71 $ 87C % (1,099 $ 67C

22

http://sec.gov/Archives/edgar/data/764478/00011088601800/aC-1410 110g.hti 3/27/200:



Page32 of 63

$ in millions, except per share amounts
Condensed Consolidating Statements of Earnings
For the Three Months Ended November 25, 2006

(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated

Revenue $ 4 3 6,73: % 9,69¢ % (7,960 $ 8,47:
Cost of goods sold — 5,42¢ 9,054 (8,007) 6,47¢
Gross profi 4 1,30¢ 644 41 1,99t
Selling, general and administrative expenses 37 1,23¢ 53¢ (5) 1,79¢
Operating (loss) incon (33 72 111 46 19¢€
Other income (expens

Investment income and otl 24 — 10 (©)] 31

Interest expense (3) 4 (3) 3 )
(Loss) earnings before equity in earnings of

subsidiarie 12 68 11¢€ 46 22C
Equity in earnings of subsidiaries 187 11 57 (25%5) —
Earnings before income tax expense, minority

interest and equity in loss of affilia 17t 79 17t (209) 22C
Income tax expen 3 22 45 — 70
Minority interes — — — — —
Equity in loss of affiliates — — — — —
Net earning $ 17z § 57 $ 13C $ (209 $ 15C
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Condensed Consolidating Statements of Earnings
For the Nine Months Ended November 25, 2006
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(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated

Revenue $ 13 $ 1881« $ 2292t $ (18,7200 $ 23,03t
Cost of goods sold — 15,33: 21,07: (19,03) 17,37
Gross profi 13 3,48 1,85¢ 311 5,662
Selling, general and administrative expenses 12€ 3,30¢ 1,38¢ (15) 4,79¢
Operating (loss) incon (113) 17¢ 472 32¢ 863
Other income (expens

Investment income and otl 74 — 30 13 91

Interest expense 9 (13) (14) 13 (23
(Loss) earnings before equity in earnings of

subsidiarie (48) 165 48¢ 32¢€ 931
Equity in earnings of subsidiaries 544 6 112 (66%) —
Earnings before income tax expense, minority

interest and equity in loss of affilia 49€ 171 601 (337) 931
Income tax expen 89 58 17C — 317
Minority interes — — — — —
Equity in loss of affiliates — — — — —
Net earning $ 407 $ 11§ 431 $ (337) $ 614
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Condensed Consolidating Statements of Cash Flows
For the Nine Months Ended December 1, 2007
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(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Total cash (used in) provided by operating
activities $ (146€) $ (2,030 $ 3,42 $ — $ 1,24¢
Investing activities
Additions to property and equipmi — (38€) (199 — (5849)
Purchases of investme (4,49 — (271) — (4,762)
Sales of investmer 7,32¢ — 2 — 7,327
Acquisition of business, net of cash acqu — — (89) — (89)
Change in restricted ass 17 — (8 — 9
Other, net 2 — — 2
Total cash provided by (used in) investing
activities 2,851 (389 (564 — 1,90:
Financing activities
Repurchase of common st (3,46)) — — — (3,467)
Issuance of common stock under employee ¢
purchase plan and for the exercise of stock
options 11C — — — 11C
Excess tax benefits from stock-based
compensatic 17 — — — 17
Dividends pai (149 — — — (148
Proceeds from issuance of ¢ 4,17( 31 87 — 4,28¢
Repayments of de (3,89¢) @) (83 — (3,98¢)
Other, ne — — 41 — 41
Change in intercompany receivable/payable 55( 2,38¢ (2,939 — —
Total cash (used in) provided by financing
activities (2,65%) 2,418 (2,894 — (3,139
Effect of exchange rate changes on cash — — 104 — 104
Increase (decrease) in cash and cash equivale 47 QD 68 — 114
Cash and cash equivalents at beginning
of period 23¢ 77 892 — 1,20¢
Cash and cash equivalents at end of period $ 28z % 76 $ 961 $ — % 1,31¢
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$ in millions, except per share amounts
Condensed Consolidating Statements of Cash Flows
For the Nine Months Ended November 25, 2006

(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Total cash (used in) provided by operating
activities $ (4299 $ (1,779 $ 2,471 $ — % 262
Investing activities
Additions to property and equipmi — (35¢) (162) — (520
Purchases of investme (1,910 — — — (1,910
Sales of investmer 3,18( — 161 — 3,341
Acquisition of businesses, net of cash acqt — — (421) — (427
Change in restricted ass — — (32 — (32
Other, net — 2 6 — 8
Total cash provided by (used in) investing
activities 1,27( (35€6) (448 — 46€

Financing activities
Repurchase of common st (489 — — — (4849
Issuance of common stock under employee ¢
purchase plan and for the exercise of stock

options 191 — — — 191
Excess tax benefits from stock-based
compensatic 46 — — — 46
Dividends pai (125) — — — (125)
Proceeds from issuance of ¢ — 36 34 — 70
Repayments of de 2 — (60) — (62
Other, ne — — 87 — 87
Change in intercompany receivable/payable (24¢) 2,21( (1,962 — —
Total cash (used in) provided by financing
activities (622) 2,24¢ (1,907 — (277)
Effect of exchange rate changes on cash — — 8 — 8
Increase in cash and cash equivaler 21¢ 111 13C — 46(
Cash and cash equivalents at beginning
of period 10 79 65¢ — 74¢
Cash and cash equivalents at end of period $ 22¢ % 19C $ 78 $ — % 1,20¢
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION AND RESULTS OF
OPERATIONS

Unless the context otherwise requires, the usheofdrms “Best Buy”, “we”, “us” and “our” in the flowing refers to Best
Buy Co., Inc. and its consolidated subsidiaries.

Management’s Discussion and Analysis of Financ@dition and Results of Operations (“MD&A”") is imded to provide
a reader of our financial statements with a naredtiom the perspective of our management on oanfiial condition,
results of operations, liquidity and certain otfemtors that may affect our future results. Our M®& presented in seven
sections:

Overview

Results of Operations

Liquidity and Capital Resources

Off-Balance-Sheet Arrangements and Contractualgabbns
Significant Accounting Policies and Estimates

New Accounting Standards

Outlook

We consolidate the financial results of our Chiparations on a two-month lag. Consistent with starsolidation, the
financial and non-financial information presentadur MD&A relative to our China operations is afg@sented on a two-
month lag. No significant intervening event occdrite our China operations that would have materiaffected our
financial condition, results of operations, liqwydor other factors had it been recorded duringfidml quarter.

Our MD&A should be read in conjunction with our Aral Report on Form 10-K for the fiscal year endearéh 3, 2007, as
well as our reports on Forms 10-Q and 8-K and gpldticly available information.

Overview

We are a specialty retailer of consumer electromome-office products, entertainment softwareJiappes and related
services. We operate two reportable segments: Dignvaesd International. The Domestic segment is aigeg of all U.S.
store, call center and online operations. The h@gonal segment is comprised of all store, calteeand online operations
outside the U.S. For additional information regagdour business segments, see Nogegmentsof the Notes to
Condensed Consolidated Financial Statements irQthésterly Report on Form 10-Q.

Our business, like that of many U.S. retailersegiasonal. Historically, we have realized more afreuenue and earnings in
the fiscal fourth quarter, which includes the miyoof the holiday shopping season in the U.S. @adada, than in any
other fiscal quarter. The timing of new store opgsi costs associated with the development of nsinbsses, as well as
general economic conditions may also affect ourrijuarterly results. Consequently, interim ressate not necessarily
indicative of results for the entire fiscal year.

Acquisitior

On May 1, 2007, we acquired Speakeasy, Inc. (“SpeesK) for $103 million in cash, or $89 million r&tcash acquired,
including transaction costs and the repayment ahifion of Speakeasy’s debt. We acquired Speakemsyndependent
U.S. broadband voice, data and IT services proyvidestrengthen our portfolio of technology solnsoSpeakeasy, which
recorded calendar 2006 revenue of approximatelyn$i8idn, is not expected to have a significant aapon our net
earnings in fiscal 2008. The premium we paid, iness of the fair value of the net assets acquioe§peakeasy was
primarily for the synergies we believe Speakeadlygenerate by providing new technology solutioosdur existing and
future customers, as well as for Speakeasy’s skidletablished workforce.

Financial Reporting Chang

To maintain consistency and comparability, we resifeed certain prior-year amounts to conform te ¢arrent-year
presentation as described in Notdasis of Presentatiqrof the Notes to Condensed Consolidated Finaltatements in
this Quarterly Report on Form 10-Q.
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Highlights

Net earnings in the third quarter of fiscal 2008ev$228 million, or $0.53 per diluted share, coneparith $150
million, or $0.31 per diluted share, in the sameqakone year ago.

Revenue in the third quarter of fiscal 2008 inceeb7% to $9.9 billion, compared with $8.5 billionthe same period
one year ago, driven by the net addition of 127 stes in the past 12 months, a comparable sabee gain of 6.7%
and favorable fluctuations in foreign currency exye rates. The comparable store sales gain wase dneincrease in
the average transaction amount and a favorabledaleshift, which added one extra week of post-Khgiving
revenue. The benefit of the calendar shift to thmmarable store sales gain was approximately 2ceptage points.

Our gross profit rate in the third quarter of fis2808 was unchanged from the same period a yenaag3.5% of
revenue. The gross profit rate benefited from lopremotional costs and a more rational U.S. retavironment in the
consumer electronics and home-office revenue catggoompared with last year. Offsetting these fitswas a
continued shift in the revenue mix, including highevenue from lower-margin products.

Our selling, general and administrative (“SG&A”)p@nse rate in the third quarter of fiscal 2008 eased to 20.0% of
revenue, compared with 21.2% of revenue in the gaeried one year ago. The decrease was due pymardG&A
rate improvements in our segments stemming froneesg leverage on increased revenue as well asqtigtjugains.

Our effective income tax rate increased to 35.6%hénthird quarter of fiscal 2008, compared with634 in the same

period one year ago, due primarily to the absefhtieeofavorable resolution of certain tax mattérattoccurred in the

prior fiscal year, an increase in foreign incomat fis taxable in the U.S. and lower income fromadxantaged short-
term investments.

Based on our results through the end of the thiattgr of fiscal 2008, we announced on Decembe2d@7, that our
earnings in fiscal 2008 were projected to be inrtrge of $3.10 to $3.20 per diluted share, contpaith our prior
guidance for annual earnings in the top half ofrdrege of $3.00 to $3.15. For additional inforraatabout our annual
earnings guidance, see Outlook below.

Results of Operations

Consolidated Performance Summary

The following table presents unaudited selectedalisiated financial data ($ in millions, except paare amounts):

Three Months Ended Nine Months Ended

December 1, 200 November 25, 200 December 1, 200 November 25, 200
Revenue $ 9,92¢ $ 8,47 $ 26,60F $ 23,03t
Revenue % ga 17% 16% 15% 14%
Comparable store sales % dain 6.7% 4.8% 4.€% 4.4%
Gross profit as % of reven 23.5% 23.5% 23.9% 24.€%
SG&A as % of revent 20.(% 21.2% 20.1% 20.8%
Operating incom $ 351 $ 19€ $ 1,01¢ $ 862
Operating income as % of revel 3.5% 2.3% 3.8% 3.7%
Net earning $ 228 % 15C $ 67C $ 614
Diluted earnings per shz $ 0.5 % 0.31 % 147 $ 1.2¢

1 Comprised of revenue at stores and Web sites apgffar at least 14 full months, as well as remedeind expanded locations.

Relocated stores are excluded from the compar#dnle sales calculation until at least 14 full mendliter reopening. Acquired stores
are included in the comparable store sales calonl&eginning with the first full quarter followintipe first anniversary of the date of
the acquisition. The calculation of the comparaibtee sales percentage change excludes the efftuattmations in foreign currency
exchange rates. The method of calculating compaustble sales varies across the retail industra Aesult, our method of calculati
comparable store sales may not be the same asrethiéers’ methods.

Net earnings were $228 million, or $0.53 per didushare, in the third quarter of fiscal 2008, coragawvith $150 million, ¢
$0.31 per diluted share, in the same period onea@a In the first nine months of fiscal 2008, eatnings were $670
million, or $1.47 per diluted share, compared i§i4 million, or $1.24 per diluted share, in themegperiod one year ago.
In the third quarter of fiscal 2008, the increas@eét earnings reflected revenue growth, resuftiiimarily from new store
openings and a comparable store sales gain, arangetl gross profit rate and an improved SG&A expeate. Thes
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factors
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were partially offset by a higher effective incotag rate and a decrease in other income. In therfine months of fiscal
2008, the increase in net earnings reflected rexgnowth, resulting primarily from new store opeagsrand a comparable
store sales gain, and an improved SG&A expense fidiese factors were partially offset by a de@aaour gross profit

rate, a higher effective income tax rate and aadese in other income.

Revenue in the third quarter of fiscal 2008 inceebs7% to $9.9 billion, compared with $8.5 billiornthe same period one
year ago. In the first nine months of fiscal 20@&enue increased 15% to $26.6 billion, comparal $23.0 billion in the
same period one year ago. In the third quarteiso&f 2008, the net addition of 127 new storefiéndast 12 months
accounted for approximately one-half of the reveimgesase; the comparable store sales gain acabtorteapproximately
one-third of the revenue increase; the favoralfecedf fluctuations in foreign currency exchangtes accounted for
approximately one-tenth; and the remainder of ticesiase was due to the acquisition of Speakeasiyth€ first nine
months of fiscal 2008, the net addition of 127 retares in the past 12 months accounted for appateimfour-tenths of
the revenue increase; the comparable store saleagaounted for nearly three-tenths of the revanoeease; the
acquisitions of Five Star and Speakeasy accoupteapiproximately two-tenths of the revenue increasd the remainder
of the increase was due to the favorable effeiofuations in foreign currency exchange rates.

The following table presents consolidated revenuepercentages and comparable store sales pereethagges by
revenue category in the third quarter of fiscal00

Revenue Mix Summary Comparable Store Sales Summarly
Three Months Ended Three Months Ended
December 1, 2007  November 25, 2006 December 1, 2007  November 25, 2006

Consumer electronics 41% 43% 2.4% 9.C%
Home-office 28% 27% 6.5% (0.9%
Entertainment softwa 1% 17% 23.1% 3.5%
Appliance: 6% 7% (1.8% (4.1)%
Service$ 6% 6% 5.6% 9.C%
OtheP <1% <1% nle nle
Total 10(% 100% 6.7% 4.8%

Comprised of revenue at stores and Web sitesitipg for at least 14 full months, as well as releled and expanded locations.
Relocated stores are excluded from the compar#dile sales calculation until at least 14 full mandtiter reopening. Acquired stores
are included in the comparable store sales calonldeginning with the first full quarter followintipe first anniversary of the date of
the acquisition. The calculation of the comparaibee sales percentage change excludes the effiattmations in foreign currency
exchange rates. The method of calculating compausible sales varies across the retail industrya fesult, our method of calculati
comparable store sales may not be the same asrethigers’ methods.

Services consists primarily of commissions friia sale of extended service contracts; revenue é@mputerelated services; prodt
repair revenue; and delivery and installation rexederived from home theater, mobile audio andiappés.

Other includes revenue, such as fees receioad ¢ardholder account activations, that is recaghizver time, resulting in revenue
recognition that is not indicative of sales acyivit the current period. Other also includes giftccbreakage. These revenue types are
excluded from our comparable store sales calcuaEmally, other includes revenue from the salprofiucts that are not related to
our core offerings. For these reasons, we do migee a comparable store sales metric for thismegeategory.

Our comparable store sales in the third quartéisohl 2008 increased 6.7%, reflecting a higherage transaction amount,
which was driven by continued growth in the saleksigher-priced products, including notebook congpsitand flat-panel
televisions, and a favorable calendar shift, wiidded one extra week of post-Thanksgiving reveMle.estimate that
approximately 2.5 percentage points of our fisbatitquarter comparable store sales gain was at#ilbe to the calendar
shift. Also contributing to the fiscal third-quartcomparable store sales gain was an increasgiireg@urchases, as we
continued to add features and capabilities to oab\8ites, including the launch of a Spanish-languesgsion of
BestBuy.com and the ability for our loyalty programembers to redeem Reward Zone certificates orilinge third quarte
of fiscal 2008, the products having the largesitp@seffect on our comparable store sales gaireviervideo gaming
hardware and software, flat-panel televisions, Inobé computers, and navigation products. Growtihénsales of these
products was partially offset by comparable stalesdeclines in tube and projection televisiongDB and CDs.

Our gross profit rate in the third quarter of fis2808 was unchanged from the same period a yeaas23.5% of revenue.

In the first nine months of fiscal 2008, our grpssfit rate decreased from 24.6% of revenue to@39revenue. In the
third quarter of fiscal 2008, our flat gross proéite was due primarily to an improvement in ouni2stic segme’s gross
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profit rate offset by the gross profit rate declin®ur International segment. In the first ninenths of fiscal 2008, our
gross profit rate decline resulted primarily froater declines in both of our segments. The comipasihange, due to the
faster
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growth of our lower-margin International segmetgpacontributed to the nine-month period declifer further discussion
of each segment’s gross profit rate changes, sfeetyment Performance SumméolyDomestic and Internationbklow.

Our SG&A expense rate in the third quarter of fig@08 decreased by 1.2% of revenue to 20.0% afmas. In the first
nine months of fiscal 2008, our SG&A expense raereased by 0.7% of revenue to 20.1% of revenu¢hel third quarter
of fiscal 2008, our SG&A expense rate decline wamarily due to improvements in our segments’ SGé&#pense rates.
The composition change, due to the faster growthuofower-cost International segment, also contgH to the decrease in
the third quarter. In the first nine months of 62008, our SG&A expense rate decline resultechanily from the SG&A
expense rate declines in both our segments. Hberfgrowth of our International segment also dbated to the nine-
month period decrease. For further discussiorachesegment’s SG&A expense rate changes, seketiment Performance
Summaryfor Domestic and Internationbklow.

Other Income (Expense)

Our investment income and other in the third quastdiscal 2008 increased to $32 million, compavath $31 million in
the same period one year ago. In the first ninathmof fiscal 2008, investment income and otheraased to $98 million,
compared with $91 million in the same period onaryego. The change in both the third quarter astrfine months of
fiscal 2008 was due to an $8 million gain on the s an equity investment, which was partiallyseff by the impact of
lower average cash and investment balances, dudr tongoing, accelerated share repurchase (“ASRYmmM.

Additionally, interest expense in the fiscal thirdarter increased to $23 million, compared witm$lfion in the prior years
period. In the first nine months of fiscal 200&gerest expense increased to $53 million, compar#d$23 million in the
same period one year ago. The change in bothhiftequarter and first nine months of fiscal 200&8svdue to borrowing
related to the ASR program.

Income Tax Expen

Our effective income tax rates in the third quasted the first nine months of fiscal 2008 were 36#nd 36.3%,
respectively, up from 31.6% and 34.1%, in the gpoading periods of fiscal 2007. The increase éneffiective income tax
rate for the fiscal third quarter was due primatilythe absence of the favorable resolution olagetix matters that
occurred in the prior fiscal year period, an insea foreign income that is taxable in the U.S) lnver taxexempt interes
income. The increase in the first nine months sxfdl 2008 was due primarily to an increase in fpréncome that is taxab
in the U.S., lower tax-exempt interest income amdharease in local income taxes.

Segment Performance Summary

Domesti

The following table presents unaudited selectedrfaial data for the Domestic segment ($ in milljons

Three Months Ended Nine Months Ended
December 1, 2007 November 25, 2006 December 1, 2007 November 25, 2006
Revenue $ 8,20¢ $ 7,162  $ 22,14¢ % 19,947
Revenue % ga 15% 11% 11% 11%
Comparable stores sales % dain 6.1% 3.6% 3.2% 3.7%
Gross profit as % of reven 24.2% 24.(% 24.t% 25.(%
SG&A as % of revenife 20.2% 21.4% 20.2% 20.1%
Operating income $ 32¢ $ 18¢ $ 957 $ 85z
Operating income as % of reveRue 4.C% 2.€% 4.2% 4.2%

1 Comprised of revenue at stores and Web sitesatipg for at least 14 full months, as well as reeied and expanded locations.

Relocated stores are excluded from the compar#dile sales calculation until at least 14 full mandtter reopening. Acquired stores
are included in the comparable store sales calonldeginning with the first full quarter followintipe first anniversary of the date of
the acquisition. The method of calculating complrakore sales varies across the retail industsya Aesult, our method of calculati
comparable store sales may not be the same asrethiers’ methods.

Prior-year amounts have been adjusted to confortime current-year presentation, which alloctigle International segment certain
SG&A support costs, which were reported as patheDomestic segment in fiscal 2007.
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The following table reconciles Domestic stores opethe beginning and end of the third quarteiisufal 2008:

Total Stores at Total Stores at
Beginning of End of
Third Quarter Stores Stores Third Quarter
Fiscal 2008 Opened Closed Fiscal 2008
U.S. Best Buy 87z 45 — 917
Magnolia Audio Vide 13 — — 13
Pacific Sale 15 2 — 17
U.S. Geek Squad 7 — — 7
Total 907 47 — 954

Note: Three U.S. Best Buy stores were relocatethguhe third quarter of fiscal 2008. No other stor the Domestic segment w
relocated during the third quarter of fiscal 2008.

The following table reconciles Domestic stores opethe beginning and end of the third quarteiisufal 2007:

Total Stores at Total Stores at
Beginning of End of
Third Quarter Stores Stores Third Quarter
Fiscal 2007 Opened Closed Fiscal 2007
U.S. Best Buy 771 41 — 81z
Magnolia Audio Vide: 20 — — 20
Pacific Sale 14 — — 14
U.S. Geek Squad 12 — — 12
Total 817 41 — 85¢

Note: Nine U.S. Best Buy stores were relocatednguttie third quarter of fiscal 2007. No other storéhe Domestic segment w
relocated during the third quarter of fiscal 2007.

Our Domestic segment’s operating income in thalthirarter of fiscal 2008 was $329 million, or 4.0%sevenue,
compared with $189 million, or 2.6% of revenuettia same period one year ago. In the first ninethsoof fiscal 2008, our
Domestic segment’s operating income increased 53 $8illion, or 4.3% of revenue, compared with $8&lion, or 4.3%

of revenue, in the same period one year ago. Ourd3tic segment’s operating income in the third wuaof fiscal 2008
reflected revenue gains, including the net additib@6 new stores in the past 12 months and a @di®parable store sales
increase, and improvements in both our SG&A expamskgross profit rates. Our Domestic segment’saijpg income in
the first nine months of fiscal 2008 reflected mawe gains, including the net addition of new stamgbe past 12 months a
a 3.3% comparable store sales increase, and anvetpent in the SG&A expense rate, partially offset decrease in the
gross profit rate.

Our Domestic segment’s revenue in the third quartdiscal 2008 increased 15% to $8.2 billion, camrgal with $7.2 billion
in the same period one year ago. In the first mioaths of fiscal 2008, our Domestic segment’s reeeincreased 11% to
$22.1 billion, compared with $19.9 billion in thamse period one year ago. In the third quartersaigli 2008, the net
addition of 96 new stores in the past 12 monthswatied for almost three-fifths of the revenue iaseeand the 6.1%
comparable store sales gain accounted for slightise than two-fifths of the revenue increase.hinfirst nine months of
fiscal 2008, the net addition of 96 new storeshimpast 12 months accounted for almost seven-tefthe revenue increase
and the 3.3% comparable store sales gain accotorte@arly three-tenths of the revenue increase.rémainder of the
increase was due primarily to the acquisition of&qeasy and non-comparable store sales growtlcHicPzales.

31

http://sec.gov/Archives/edgar/data/764478/00011088601800/aC-1410 110g.hti 3/27/200:



Page4s of 63

The following table presents revenue mix percergage comparable store sales percentage changég fdbomestic
segment by revenue category in the third quartéiscél 2008:

Revenue Mix Summarn Comparable Store Sales Summarly
Three Months Endec Three Months Endec
December 1, 2007 November 25, 2006 December 1, 2007 November 25, 2006

Consumer electronics 42% 44% 1.7% 7.7%
Home-office 27% 26% 8.C% (2.)%
Entertainment softwa 20% 18% 20.€% 2.€%
Appliance: 5% 6% (6.7% (4.9%
Service$ 6% 6% 4.5% 7.%
OtheP <1% <1% nle nle
Total 10C% 10C% 6.1% 3.6%

Comprised of revenue at stores and Web sitesitpg for at least 14 full months, as well as releled and expanded locations.
Relocated stores are excluded from the compar#dle sales calculation until at least 14 full mandfter reopening. Acquired stores
are included in the comparable store sales calonl&eginning with the first full quarter followintipe first anniversary of the date of
the acquisition. The method of calculating complrakore sales varies across the retail industsya Aesult, our method of calculati
comparable store sales may not be the same asrethigers’ methods.

Services consists primarily of commissions friva sale of extended service contracts; revenune émmputerelated services; prodt
repair revenue; and delivery and installation rexederived from home theater, mobile audio andiappés.

Other includes revenue, such as fees receieed ¢dardholder account activations, that is recaghiver time, resulting in revenue
recognition that is not indicative of sales acyivit the current period. Other also includes giftccbreakage. These revenue types are
excluded from our comparable store sales calcuaEmally, other includes revenue from the salprofiucts that are not related to
our core offerings. For these reasons, we do migee a comparable store sales metric for thismegeategory.

Our Domestic segment’s comparable store salesigdire third quarter of fiscal 2008 reflected acréase in the average
transaction amount, which was driven by the comtthgrowth in the sales of higher-priced productsiuiding notebook
computers and flat-panel televisions, and the impathe favorable calendar shift. The productsitgthe largest positive
effect on our Domestic segment’s comparable stlesgain in the fiscal third quarter were gamiagdware and software,
notebook computers, flat-panel televisions andgetion products. Growth in the sales of these prtsdwas partially offset
by comparable store sales declines in tube aneégtiop televisions, DVDs and CDs.

In the third quarter of fiscal 2008, our Domesggment’'s consumer electronics revenue categorydeda 1.7%
comparable store sales gain due primarily to gaitise sales of flat-panel televisions and navagaproducts, partially
offset by declines in the sales of tube and pr@madelevisions. Our home-office revenue categmyted an 8.0%
comparable store sales gain resulting primarilynfeosales gain in notebook computers, partiallgaifby a decline in the
sales of desktop computers. The entertainment acétwevenue category posted a 20.9% comparabke siters gain due
primarily to an increase in the sales of video gagriiardware and software, partially offset by expagdeclines in the sales
of CDs and DVDs. Our appliances revenue categamyrded a 6.7% comparable store sales decreaséngguimarily

from a decline in the sales of major appliances. $2uvices revenue category recorded a 4.5% cotlesstore sales gain
due primarily to increases in the sales of both mater and home theater services, partially offgedibexpected decline in
sales of extended service contracts.

Our Domestic segment’s gross profit rate in thedtquarter of fiscal 2008 increased by 0.2% of nexeto 24.2% of
revenue. In the first nine months of fiscal 2008; Domestic segment’s gross profit rate was 24.6%\®enue, compared
with 25.0% of revenue in the same period one ygar &he increase in the third quarter of fiscal2@@s due primarily to
lower promotional costs and a more rational U.&ilrenvironment in the consumer electronics anah&office revenue
categories, partially offset by increased saldswer-margin products, such as video gaming hardwaad software and
notebook computers. The decrease in the first mioeths of fiscal 2008 was due primarily to inceshsales of lower-
margin products, such as video gaming hardwaresaftdare and notebook computers. The decreaserigross profit rate
in the first nine months of fiscal 2008 was offegta benefit of 0.1% of revenue due to the conolusif our previous credit
card agreement with a third-party bank.

Our Domestic segment’s SG&A expense rate in the tiarter of fiscal 2008 decreased by 1.2% ofmaedo 20.2% of

revenue. In the first nine months of fiscal 2008; Domestic segment’s SG&A expense rate was 203%venue,
compared with 20.7% of revenue in the same penmady@ar ago. In the third quarter and first ninenths of fiscal 200€
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our Domestic segment’s SG&A expense rate improveésngare primarily due to expense leverage on higivnue and
productivity gains driven by store operating madgbrovements. The absence of reorganization experthe first nine

months of fiscal 2008 as compared to the same gharithe prior year also contributed to our Donteségment’'s SG&A
expense rate improvement.
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Internationa

The following table presents unaudited selectedrfomal data for the International segment ($ ifiamk):

Three Months Ended Nine Months Ended

December 1, 200 November 25, 200 December 1, 200 November 25, 200
Revenue $ 1,72: $ 1,30¢ $ 4,461 $ 3,08¢
Revenue % ga 32% 51% 44% 40%
Comparable stores sales % dain 9.2% 13.7% 12.2% 10.4%
Gross profit as % of reven 20.€% 21.(% 20.€% 22.(%
SG&A as % of revendfe 19.2% 20.4% 19.2% 21.%
Operating income $ 22 $ 7% 61 $ 10
Operating income as % of reveRue 1.3% 0.5% 1.4% 0.2%

1 Comprised of revenue at stores and Web sitesitipg for at least 14 full months, as well as reeled and expanded locations.

Relocated stores are excluded from the compar#dile sales calculation until at least 14 full mandtiter reopening. Acquired stores
are included in the comparable store sales calonldeginning with the first full quarter followintipe first anniversary of the date of
the acquisition. The calculation of the comparaibee sales percentage change excludes the effiattmations in foreign currency
exchange rates. The method of calculating compausible sales varies across the retail industrya fesult, our method of calculati
comparable store sales may not be the same asrethigers’ methods.

Prior-year amounts have been adjusted to confortime current-year presentation, which allocttetbe International segment certain
SG&A support costs, which were reported as patheDomestic segment in fiscal 2007.

The following table reconciles International stoopen at the beginning and end of the third quaftéscal 2008:

Total Stores at Total Stores at
Beginning of End of
Third Quarter Stores Stores Third Quarter
Fiscal 2008 Opened Closed Fiscal 2008
Future Shop 12¢ 5 — 131
Canada Best Bl 48 3 — 51
Five Sta 14z 8 (@)} 14¢
China Best Buy 1 — — 1
Total 317 16 1) 332

Note: One Future Shop store was relocated dunieghird quarter of fiscal 2008. No other stor¢hia International segment w
relocated during the third quarter of fiscal 2008.

The following table reconciles International stoopen at the beginning and end of the third quatftéscal 2007:

Total Stores at Total Stores at
Beginning of End of
Third Quarter Stores Stores Third Quarter
Fiscal 2007 Opened Closed Fiscal 2007
Future Shop 11¢ 2 — 121
Canada Best Bt 44 3 — 47
Five Star 131 5 (3 133
Total 294 10 3 301

Note: Three Future Shop stores and three FivesBiegs were relocated during the third quarteisofd 2007. No other store in t
International segment was relocated during thel thirarter of fiscal 2007.

Our International segment’s operating income intttiel quarter of fiscal 2008 was $22 million, 0B% of revenue,
compared with $7 million, or 0.5% of revenue, ie 8ame period one year ago. In the first nine nwattiiscal 2008, our
International segment’s operating income increase®61 million, or 1.4% of revenue, compared will®$nillion, or 0.3%
of revenue, in the same period one year ago. I thet third quarter and first nine months of fis2@08, our International
segment operating income reflected revenue gainkiding the net addition of 31 new stores in thst@d2 months and
comparable store sales increases, and improvenmenis SG&A expense rates partially offset by dees in our gross
profit rates.
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Our International segment’s revenue in the thirdrtgr of fiscal 2008 increased 32% to $1.7 billioompared with $1.3
billion in the same period one year ago. In thstfiine months of fiscal 2008, our Internationgreent’s revenue increased
44% to $4.5 billion, compared with $3.1 billiontime same period one year ago. Excluding the falerffect of
fluctuations in foreign currency exchange rates,loternational segment’s revenue increased apprataly 17% and 34%
in the third quarter and the first nine monthsis¢dl 2008, respectively, compared with the sanm®g@e one year ago. In t
third quarter of fiscal 2008, excluding the effe€fluctuations in foreign currency exchange ratke,9.3% comparable
store sales gain accounted for just under thréesfif the revenue increase and the net additi&i afew stores in Canada
and China accounted for the remainder. In the fiirs® months of fiscal 2008, excluding the favoeadifect of fluctuations
in foreign currency exchange rates, the non-confpaustore sales generated from the acquisitiorivef Star accounted for
slightly more than one-half of the revenue incretise 12.3% comparable store sales gain accouateapproximately two-
fifths of the revenue increase; and the net additionew stores accounted for the remainder.

The following table presents revenue mix percergage comparable store sales percentage changée fmternational
segment by revenue category in the third quartéscél 2008:

Revenue Mix Summan Comparable Store Sales Summary
Three Months Endec Three Months Endec
December 1, 2007 November 25, 2006 December 1, 2007 November 25, 2006

Consumer electronics 37% 38% 6.€% 19.1%
Home-office 31% 32% 1.C% 9.2%
Entertainment softwa 14% 12% 40.(% 12.8%
Appliance: 13% 13% 11.2% 4.1%
Service$ 5% 5% 11.% 17.9%
OtheP <1% <1% nle nle

Total 10C% 10(% 9.3% 13.7%

Comprised of revenue at stores and Web sitesitipg for at least 14 full months, as well as reeled and expanded locations.
Relocated stores are excluded from the compar#dle sales calculation until at least 14 full mandfter reopening. Acquired stores
are included in the comparable store sales calonl&eginning with the first full-quarter followintpe first anniversary of the date of
the acquisition. The calculation of the comparaibtee sales percentage change excludes the efftuttmations in foreign currency
exchange rates. The method of calculating compaustble sales varies across the retail industra Aesult, our method of calculati
comparable store sales may not be the same asrethiéers’ methods.

Services consists primarily of commissions friia sale of extended service contracts; revenue é@mputerelated services; prodt
repair revenue; and delivery and installation rexederived from home theater, mobile audio andiappés.

Other includes gift card breakage, which is estet from our calculation of comparable store s&&ker also includes revenue
associated with Canada’s private label credit paogram and revenue from the sale of productsatteanot related to our core
offerings. For these reasons, we do not providenaparable store sales metric for this revenue oageg

Our International segmestcomparable store sales gain in the third quaftiscal 2008 reflected an increase in the ave
transaction amount, which was driven by continuexivth in the sales of higher-priced products. Tradpcts having the
largest positive effect on our International segtisetcomparable store sales gain in the fiscal thirdrter were video
gaming hardware and software, flat-panel televisiomtebook computers and navigation products. @rawthe sales of
these products was partially offset by comparatiieessales declines in projection and tube telewssi printers and CDs.

In the third quarter of fiscal 2008, our Internatibsegment’s consumer electronics revenue catqmsted a 6.6%
comparable store sales gain resulting primarilynfigains in the sales of flat-panel televisions,igation products and
digital cameras, partially offset by declines ie gales of tube and projection televisions and dBgers. The home-office
revenue category posted a 1.0% comparable stare gain, which resulted from comparable store gress in notebook
and desktop computers, partially offset by a declimthe sales of phones, printers and monitors.éltiertainment software
revenue category recorded a 40.0% comparable sates gain reflecting an increase in the salesdefovgaming hardware
and software, partially offset by an expected ahecin the sales of CDs. Our appliances revenugoateecorded an 11.3%
comparable store sales gain resulting primarilynfincreases in the sales of appliances in our &tae operations, where
appliances represent a larger percentage of tee aatl whose results are included in the compasidnle sales figures for
the first time. Our services revenue category mbate11.9% comparable store sales gain due prirtardn increase in
revenue from our product repair business.

Our International segme’s gross profit rate in the third quarter of fiseGD8 decreased by 0.4% of revenue to 20.6'
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revenue. In the first nine months of fiscal 2008, mternational segment’s gross profit rate wa$29of revenue,
compared with 22.0% of revenue in the same penedy@ar ago. The decrease in the third quartéscdlf2008 was due
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primarily to gross profit rate declines in both @anada and China operations resulting from inectaales of lower-
margin products. The growth of our lower-marginr@hoperations also contributed to the declinglerquarter. The
decrease in the first nine months of fiscal 2008 diae primarily to the inclusion of our Five Stgecations, which was
acquired in June 2006 and carries a significaothyelr gross profit rate than our Canada operati@mmd reduced our
International segment’s gross profit rate by apjmarely 1.2% of revenue in the first nine monthdis¢al 2008. In
addition, increased sales of lowmargin products in both our Canada and China ojp@astlso contributed to the decline
our International segment’s gross profit rate ia finst nine months of fiscal 2008.

Our International segmestSG&A expense rate in the third quarter of fit@08 decreased by 1.1% of revenue to 19.3
revenue. In the first nine months of fiscal 2008; mternational segment’s SG&A expense rate wag%df revenue,
compared with 21.6% of revenue in the same penmady@ar ago. In the third quarter and first niranths of fiscal 2008,
our International segment’'s SG&A expense rate imgneents were primarily due to the leveraging eftdéatrong revenue
growth and continued focus on SG&A expense cotiirour Canada operations. The growth of our lowest€hina
operations also contributed to the decline forfibeal third quarter. Our Five Star operationsjahitcarries a significantly
lower SG&A expense rate than our Canada operatiedsiced our International segment’s SG&A expense by
approximately 1.1% of revenue in the first nine tigrof fiscal 2008. These decreases were parbéibet, in both the thir
quarter and the first nine months of fiscal 2008irtzreased costs associated with investments inaGhfrastructure, the
development of the International support team aegarations for launching stores in Mexico and €yrk

Liquidity and Capital Resources

Summary

The following table summarizes our cash and caslivatgnts and short-term investments balances e¢fber 1, 2007,
March 3, 2007; and November 25, 2006 ($ in milljons

December 1, 2007 March 3, 2007  November 25, 2006

Cash and cash equivalents $ 1,31¢ % 1,208 % 1,20¢
Short-term investments 29t 2,58¢ 1,80z
Total cash and cash equivalents and short-termsiments $ 161 $ 3,79¢ $ 3,01

Note: See condensed consolidated balance shektdadan Item 1Condensed Consolidated Financial Statemeoftthis Quarterly
Report on Form 10-Q for additional information.

We ended the third quarter of fiscal 2008 with $4,@nillion of cash and cash equivalents and slinvestments,
compared with $3,793 million at the end of fisc@02 and $3,010 million at the end of the third deraof fiscal 2007. At
December 1, 2007, we had short-term investmentspdsed primarily of auction-rate securities, vhtarate demand
notes, and asset-backed securities, totaling $286m See Note 3lnvestmentsof the Notes to Condensed Consolidated
Financial Statements in this Quarterly Report omFt0-Q, for a summary of our short-term investraeitDecember 1,
2007; March 3, 2007; and November 25, 2006. Theedse in the balance of our cash and cash equisaad short-term
investments compared with the end of the third guanf fiscal 2007 was due primarily to the liguida of a substantial
portion of our investment portfolio to repay debtdo fund our ASR program. See NoteC4edit Facilities,and Note 7,
Common Stock Repurchasesthe Notes to Condensed Consolidated Finasta&tements in this Quarterly Report on
Form 10-Q for further information.

Our current ratio, calculated as current asseigl@ivby current liabilities, was 1.0 at the endhaf third quarter of fiscal
2008, compared with 1.4 at the end of fiscal 200F B2 at the end of the third quarter of fiscad20The decrease in our
current ratio compared with the end of the thirdrter of fiscal 2007 was due primarily to a decegiasour short-term
investments and an increase in accounts payablaamded liabilities, which more than offset anr@ase in merchandise
inventories. The decrease in our short-term investsywas due primarily to the liquidation of a dabsal portion of our
investment portfolio to repay debt and to fund AR program. The increase in accounts payable ardhandise
inventories was primarily driven by purposeful istraents in high-demand products prior to the pedikity shopping
season, the opening of new stores in the past Ihmand the impact of changes in foreign currenahange rates.

Our debt-to-capitalization ratio, which represahtsratio of total debt, including the current jpamt to total capitalization
(total debt plus total shareholdeegjuity), increased to 21% at the end of the thurdrtgr of fiscal 2008, compared with 1
at the end of fiscal 2007 and 10% at the end oftiltd quarter of fiscal 2007. The increase wasariprimarily by the
impact of our share repurchases, which has incdedeslet and decreased our shareholders’ equity. ié¥e aur debt-to-
capitalization ratio as an important indicator af oreditworthiness.
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Our adjusted debt-to-capitalization ratio, whichlimdes capitalized operating lease obligationssicalculation, was 64% at
the end of the third quarter of fiscal 2008, coneplarith 49% at the end of fiscal 2007 and 51% atethd of the third
quarter of fiscal 2007. The increase was drivemarily by increased borrowings and decreased shhtets’ equity in
connection with our ASR program.

Our adjusted debt-to-capitalization ratio is corsédl a non-GAAP financial measure and is not imetance with, or
preferable to, the ratio determined pursuant t@actng principles generally accepted in the U'GAAP”). However, we
have included this information as we believe thatadjusted debt-to-capitalization ratio contrilsute an understanding of
our operations and provides meaningful additionfdrimation about our ability to service our lotegm debt and other fixe
obligations and to fund our future growth. In aduit we believe our adjusted debt-to-capitalizatiatio is relevant because
it enables investors to compare our indebtednetmtmf retailers who own, rather than lease rthiires. Our decision to
own or lease real estate is based on an assesshwmtfinancial liquidity, our capital structureyr desire to own or to lea
the location, the owner’s desire to own or to lehselocation and the alternative that resulthahighest return to our
shareholders.

The most directly comparable GAAP financial meagareur adjusted debt-to-capitalization ratio is dabt-to-
capitalization ratio. Our debt-toapitalization ratio excludes capitalized operategge obligations in both the numerator
the denominator. The following table presents ameiiation of the numerators and the denominatised in the calculatic
of our adjusted debt-toapitalization ratios at the end of the third geadf fiscal 2008, the end of fiscal 2007, andehd of
the third quarter of fiscal 2007 ($ in millions):

December 1, 2007 March 3, 2007 November 25, 2006

Debt (including current portion) $ 98¢ $ 65C $ 65C
Capitalized operating lease obligations (8 timesaleexpense) 5,667 5,401 5,211
Adjusted debt (including capitalized operating &abligations) $ 6,655 $ 6,051 $ 5,861
Debt (including current portio $ 98¢ $ 65C $ 65C
Capitalized operating lease obligations (8 timegaieexpense) 5,667 5,401 5,211
Total shareholders’ equity 3,74¢ 6,201 5,60z
Adjusted capitalization $ 10,40. $ 12,257 $ 11,46
Debt-to-capitalization rati 21% 1% 10%
Adjusted debt-to-capitalization ratio (includingpitalized

operating lease obligatior 64% 49% 51%

1 The multiple of eight times rental expense usechlculate our capitalized operating lease ohbiga total is the multiple used for the

retail sector by one of the nationally recognizegtlit rating agencies that rate our creditworthines

Our liquidity is affected by restricted cash andestment balances that are pledged as collaterakticted to use for
vendor payables, general liability insurance, woskeompensation insurance, and warranty progr&uastricted cash and
investments in debt securities, which are incluidesther current assets, totaled $383 million, $88Hon and $414 millior
at December 1, 2007; March 3, 2007; and NovembgP@36, respectively.

Cash Flows

The following table summarizes our cash flows i@ tinst nine months of the current and prior fisgadrs ($ in millions):

Nine Months Endec
December 1, 2007 November 25, 2006

Total cash provided by (used i

Operating activitie $ 1,24¢ $ 262
Investing activitie 1,90 46€
Financing activitie (3,139 (277)
Effect of exchange rate changes on cash 104 8
Increase in cash and cash equivalents $ 114 $ 46C

Note: See consolidated statements of cash flowsdad in Item 1Condenseonsolidated Financial Statementd this Quarterly
Report on Form 10-Q for additional information.
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Cash provided by operating activities in the firste months of fiscal 2008 was $1,246 million, cemgal with $263 million
in the same period one year ago. The change waprduarily to an increase in cash provided in catio@ with changes in
operating assets and liabilities. The changes @émaimg assets and liabilities were due primaodlghanges in accounts
payable and other liabilities, merchandise invaatand receivables. The decrease in cash usegddounts payable and
other liabilities was due primarily to the timin§\@ndor payments. The increase in cash used fochrardise inventories
was due primarily to investments in key inventoayegories and new stores added in the past 12 sioifithe increase in
cash provided by changes in receivables was dugapty to the impact of the favorable calendartshihich allowed
collection of approximately $400 million in credird sales from the weekend following Thanksgivimthe current fiscal
year. We do not anticipate the improvement infigwal third quarte’s receivables to carry over into the fourth quarte

Cash provided by investing activities in the fingte months of fiscal 2008 was $1,903 million, camgal with $466 million
in the same period one year ago. The change waprduarily to an increase in the net sales of itwesnts and a decrease
in cash used in acquisition activities. We liquatht substantial portion of our investment portfati the first nine months
of fiscal 2008 in order to repay debt incurredund our ASR program. We acquired Speakeasy fom$i8®n in the first
quarter of fiscal 2008. We acquired Pacific Salas Rive Star in the first and second quarterssafdfi 2007, respectively,
for a combined total of $421 million.

The net increase in cash provided by investing/idiets was partially offset by $183 million of casked in the second
quarter of fiscal 2008 to purchase a minority iastin The Carphone Warehouse Group PLC (“CPW").rid€ele this
strategic investment to strengthen our businessioakhip with CPW, with whom we have agreemenexgand Best Buy
Mobile in the U.S., and to launch Geek Squad hoamepriting support services in Europe. Moderatelyhaigapital
expenditures during the first nine months of fis2@08 compared with the same period one year agopalrtially offset the
increase in cash provided by investing activities.

Cash used in financing activities was $3,139 millio the first nine months of fiscal 2008, companéth $277 million in
the same period one year ago. The increase inusgghin financing activities was primarily the riésf an increase in
repurchases of common stock. During the first mimamths of fiscal 2008, we repurchased $3,461 milibour common
stock, compared with $484 million during the samméqad one year ago. This increase was partiallyedfby the net issuan
of debt. Cash flows from the net issuance of debind the first nine months of fiscal 2007 were sighnificant.

Share Repurchases and Dividends

In the three months ended December 1, 2007, we madeen market purchases under our June 2007 manehase
program. In the three months ended November 25,208 purchased and retired 0.5 million sharesuotommon stock at
a cost of $22 million under our June 2006 sharengmse program. In the nine months ended Decel2807, we
purchased and retired 9.8 million shares of ourroom stock at a cost of $461 million under our J20@6 share repurchase
program. We also purchased and retired 55.7 mifliteres of our common stock through the ASR progmader our

June 2007 share repurchase program. The finabédiseése shares will be determined at the conmfusf the ASR

program. In the nine months ended November 255 288 purchased and retired 9.5 million sharesuofcommon stock at
a cost of $484 million under our June 2006 and I&905 share repurchase programs. Retired shansgittee authorized
but unissued shares. For additional informati@arding our share repurchases, see No@oimmon Stock Repurchases
the Notes to Condensed Consolidated Financial igttts in this Quarterly Report on Form 10-Q.

In the third quarter of fiscal 2008, we paid ougukar quarterly cash dividend of $0.13 per commiweras, or $55 million in
the aggregate. In the same period one year agpaideour then regular quarterly cash dividend ofl8@er common share,
or $47 million in the aggregate.

Sources of Liguidity

Funds generated by operating activities, availabh and cash equivalents, and our credit fasil@é@tinue to be our most
significant sources of liquidity. We believe fungisnerated from the expected results of operatindsagailable cash and
cash equivalents will be sufficient to finance aiptated expansion plans and strategic initiatieegHe remainder of fiscal
2008. In addition, our credit facilities are avalfor additional working capital needs and inwesit opportunities. There
can be no assurance, however, that we will contiogenerate cash flows at or above current lemetsat we will be able
to maintain our ability to borrow under our crefditilities.
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We have inventory financing programs totaling $24ibion, through which certain vendors receive pays from a
designated finance company for amounts we owedimtiwWe have $108 million in both secured and uneecrevolving
demand facilities related to our International segtroperations, of which $103 million is availabiem February through
July, and $108 million is available from Augustdbgh January of each year.

On September 19, 2007, we entered into a $2.®biflve-year unsecured revolving credit facilithét“Credit Agreement”)
with a syndicate of banks. The Credit Agreementritsrborrowings up to $2.5 billion, and may be #ased up to $3.0
billion at our option and upon the consent of thmmistrative agent under the Credit Agreementeaxch of the banks
providing an incremental credit commitment. Thedirdgreement has a $300 million letter of credibgimit and a $200
million foreign currency sub-limit. The Credit Agmment terminates in September 2012. For additiof@amation
regarding the Credit Agreement, see Not€rdit Facilities of the Notes to Condensed Consolidated Financ&kBtents
in this Quarterly Report on Form 10-Q.

Our credit ratings and outlooks at January 9, 2668 summarized below and are consistent withatiegs and outlooks
reported in our Annual Report on Form 10-K for fiseal year ended March 3, 2007:

Rating Agency Rating QOutlook

Fitch BBB+ Stable
Moody’'s Baa: Stable
Standard & Poc(s BBB Stable

Factors that can affect our credit ratings inclodanges in our operating performance, the econemizonment, conditior
in the retail and consumer electronics industies,financial position (which includes our debtdpaand changes in our
business strategy. We do not currently foreseaeagonable circumstances under which our creditggtvould be
significantly downgraded. If a downgrade were ¢towr, it could adversely impact, among other thirogs future borrowin
costs, access to capital markets, vendor finarteimgs and future new-store occupancy costs. Irtiaddihe conversion
rights of the holders of our convertible debentwesld be accelerated if our credit ratings werbaaowngraded.

See our Annual Report on Form 10-K for the fisezryended March 3, 2007, for additional informatiegarding our
sources of liquidity.

Debt and Capite

The increase in the amount of debt outstandingegeber 1, 2007, compared with the end of fisc&r2@as due to debt
incurred to fund our ASR program. The Credit Agreatrhad $275 million outstanding at December 1,7200

See our Annual Report on Form 10-K for the fisesryended March 3, 2007, for additional informatiegarding our debt
and capital.

Off-BalanceSheet Arrangements and Contractual Obligations

Our liquidity is not dependent on the use of offalp@e sheet financing arrangements other thanrinexion with our
operating leases.

With the exception of the Credit Agreement, theme heen no material change in our contractual atidigs other than in
the ordinary course of business since the endoli2007. See our Annual Report on Form 10-KHerfiscal year ended
March 3, 2007, for additional information regardimgr off-balance-sheet arrangements and contrachliglations.

Significant Accounting Policies and Estimates

We describe our significant accounting policiediste 1,Summary of Significant Accounting Poligie§the Notes to
Consolidated Financial Statements included in cunual Report on Form 1R-for the fiscal year ended March 3, 2007.
discuss our critical accounting estimates in Ite@nagement’s Discussion and Analysis of Financiahdition and
Results of Operatiol, in our Annual Report on Form 10-K for the fisgablr ended March 3, 2007. There has been no
significant change in our significant accountindiges or critical accounting estimates since thd ef fiscal 2007.
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New Accounting Standar

In December 2007, the Financial Accounting Stansl@alard (“FASB”) issued Statement of Financial Accting
Standards (“SFAS”) No. 141(revised 200Blsiness CombinationSFAS No. 141R significantly changes the accogntin
for business combinations in a number of areasidticy the treatment of contingent consideratiorapquisition
contingencies, transaction costs, in-process relseard development and restructuring costs. Intiaddiunder SFAS

No. 141R, changes in an acquired er's deferred tax assets and uncertain tax positiftes the measurement period will
impact income tax expense. SFAS No. 141R is effedbr fiscal years beginning after December 1B580We will adopt
SFAS No. 141R beginning in the first quarter o€652010. This standard will change our accogntinatment for
business combinations on a prospective basis.

In December 2007, the FASB issued SFAS No. Nafhcontrolling Interests in Consolidated Financ&htements, an
amendment of ARB No..53FAS No. 160 changes the accounting and repdidinguinority interests, which will be
recharacterized as noncontrolling interests anskiflad as a component of equity. This new conatilich method
significantly changes the accounting for transangtizvith minority interest holders. SFAS No. 16@ffective for fiscal yeal
beginning after December 15, 2008. We will addpAS No. 160 beginning in the first quarter of fis2@10. We are
evaluating the impact the adoption of SFAS No. wiiDhave on our consolidated financial positionresults of operations.

In February 2007, the FASB issued SFAS No. T8® Fair Value Option for Financial Assets and Fioil Liabilities.
SFAS No. 159 permits companies to choose to measang financial instruments and certain other itetrfgir value. The
objective is to improve financial reporting by piding companies with the opportunity to mitigatdatdity in reported
earnings caused by measuring related assets &ildi&a differently without having to apply compidiedge accounting
provisions. SFAS No. 159 is effective for fiscahyg beginning after November 15, 2007. Companiesar allowed to
adopt SFAS No. 159 on a retrospective basis uthegschoose early adoption. We will adopt SFAS Ne® beginning in
the first quarter of fiscal 2009. We are evaluating impact the adoption of SFAS No. 159 will haveour consolidated
financial position or results of operations.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementSFAS No. 157 defines fair value, establis
a framework for measuring fair value in generattgepted accounting principles and expands disassalout fair value
measurements. SFAS No. 157 applies under otheuating pronouncements that require or permit falug
measurements, the FASB having previously concliilé¢idose accounting pronouncements that fair valtiee relevant
measurement attribute. Accordingly, SFAS No. 15&sdoot require any new fair value measurement. SFASL57, as
originally issued, was effective for fiscal yeaegimning after November 15, 2007. However, on Ddmami4, 2007, the
FASB issued FASB Staff Position FAS157-b, whichedefd the effective date of SFAS No. 157 for onaryas it relates to
nonfinancial assets and liabilities. We will ad§RAS No. 157 as it relates to financial assetsliabiities beginning in the
first quarter of fiscal 2009. We are evaluating ith@act the adoption of SFAS No. 157 will have am consolidated
financial position or results of operations.

Outlook

On January 11, 2008, we plan to issue a news eetegsirding our revenue for the fiscal month oféeer and 10 months
ended January 5, 2008. We expect to comment indtws release on our outlook for the remainderschf 2008. We will
post the news release on our web site at www.BgstBm — select the “For Our Investors” link andrtiibe “News
Releases” link.

Safe Harbor Statement Under the Private Securitibgation Reform Act

Section 27A of the Securities Act of 1933, as ameenénd Section 21E of the Securities Exchangeoft934, as amended
(“Exchange Act”), provide a “safe harbor” for forvealooking statements to encourage companies tage@rospective
information about their companies. With the exaapf historical information, the matters discussethis Quarterly
Report on Form 10-Q are forward-looking statemants may be identified by the use of words suchaasc¢ipate,”
“believe,” “estimate,” “expect,” “intend” “plan,” froject,” “outlook,” and other words and terms whiar meaning. Such
statements reflect our current view with respedtitare events and are subject to certain risksedainties and
assumptions. A variety of factors could cause aturk results to differ materially from the ant@ipd results expressed in
such forward-looking statements. Readers shoulgweltem 1A, Risk Factorsof our Annual Report on Form 10-K for the
fiscal year ended March 3, 2007, for a descriptibmportant factors that could cause future restdtdiffer materially fror
those contemplated by the forward-looking statesyardde in this Quarterly Report on Form 10-Q. Iditiwh, general
economic conditions, acquisitions and developménew businesses, divestitures, product availgbiiales volumes,
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pricing actions and promotional activities of oempetitors, profit margins, weather, changes indawegulations, foreign
currency fluctuation, availability of suitable resdtate locations, our ability to react to a disastcovery situation, and the
impact of labor markets and new product introduttion our overall profitability, among other thingsuld cause our
future results to differ materially from those mraied in any such forward-looking statement.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

In addition to the risks inherent in our operatione are exposed to certain market risks, includithgerse changes in
foreign currency exchange rates and interest rates.

Foreign Currency Exchange Rate Risk

We have market risk arising from changes in for@igmency exchange rates related to our Internatisegment
operations. We do not manage our foreign currexcpange rate risk through the use of any finarmialerivative
instruments, forward contracts or hedging actisitie

During calendar 2007, the U.S. dollar has beenmgdipeveaker throughout the year relative to therencies of the foreign
countries in which we operate. The overall weakradghe U.S. dollar had a positive impact on auelnational segment’s
revenue and net earnings because the foreign deatiaris translated into more U.S. dollars.

It is not possible to determine the exact impadbafign currency exchange rate changes; howdwerffect on reported
revenue and net earnings can be estimated. Weatstthat the overall weakness of the U.S. dobBal d&favorable impact
on revenue of approximately $188 million and $27lfion in the third quarter and first nine monthisfiscal 2008,
respectively. In addition, we estimate that suelakmess had a favorable impact of approximatemiion on net earning
in both the third quarter and first nine monthdis¢al 2008.

Interest Rate Risk

Short-term and long-term debt

At December 1, 2007, our short-term and long-teeit dvas comprised primarily of credit facilitiesdaconvertible
debentures. We do not manage the interest ratemiskir debt through the use of derivative instrise

Our credit facilities are not subject to materrderest rate risk. The credit facilities’ interegtes may be reset due to
fluctuations in a market-based index, such aseberfl funds rate, LIBOR, or the base rate or prie of our lenders. A
hypothetical 100-basis-point change in the interatsts of our credit facilities would change ounaa pre-tax earnings by
$3 million.

Our convertible debentures are not subject to rizdtaterest rate risk. The interest rate on olreteures may be reset but
not more than 100 basis points higher than theeatinates. If the interest rate on the debenturBeeember 1, 2007, were
to be reset 100 basis points higher, our annualgxearnings would decrease by $4 million.

Short-term investments

At December 1, 2007, our short-term investmentsewemprised primarily of debt securities. Our sfterm investments
are not subject to material interest rate risk.yfdthetical 100-basis-point change in the interas would change our
annual pre-tax earnings by $3 million. We do notently manage interest rate risk on our short-tenwestments through
the use of derivative instruments.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdaktdisclosed by us in
the reports we file or submit under the Exchangeig\cecorded, processed, summarized and repoitathwhe time
periods specified in the Securities and Exchangar@ission’s rules and forms, and that such inforamais accumulated
and communicated to our management, including dirfExecutive Officer (principal executive offigeand Enterprise
Chief Financial Officer (Interim) (principal finarat officer), to allow timely decisions regardingquired disclosure. We
have established a Disclosure Committee, consisfingrtain members of management, to assist énetluation. The
Disclosure Committee meets on a regular quartexdsh and as needed.
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Our management, including our Chief Executive @ifiand Enterprise Chief Financial Officer (Interjrayaluated the
effectiveness of our disclosure controls and pracesi(as defined in Rules 13a-15(e) and 15d-15¢hplgated under the
Exchange Act), at December 1, 2007. Based on tlatiation, our Chief Executive Officer and EntespriChief Financial
Officer (Interim) concluded that, at December 1020our disclosure controls and procedures weeztfe.

There was no change in internal control over fimameporting during the fiscal quarter ended Debent, 2007, that has
materially affected or is reasonably likely to mi&ty affect our internal control over financiaporting.
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PART Il — OTHER INFORMATION
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES ANDSE OF PROCEEDS

(c) Stock Repurchases

The following table presents the total number @frel purchased during the third quarter of fis€8I& the average price
paid per share, the number of shares that weréased as part of a publicly announced share reasecprogram, and the
approximate dollar value of shares that still ccudate been purchased for the fiscal quarter endeember 1, 2007:

Approximate Dollar
Total Number of Shares Value of Shares that

Total Number Average Purchased as Part of May Yet Be
of Shares Price Paid Publicly Announced Purchased Under the
Fiscal Period Purchased per Share Plans or Programs Plans or Programs
September 2, 2007, through October 6, : — — — $ 2,500,000,00
October 7, 2007, through November 3, Z — — — 2,500,000,00
November 4, 2007, through December 1, : — — — 2,500,000,00
Total fiscal 2008 third quarter — — — 2,500,000,00

1 “Approximate Dollar Value of Shares that May B& Purchased Under the Plans or Programs” reftest$5.5 billion share

repurchase program announced on June 27, 200th&$8.0 billion already purchased under the ABRy@mm. There is no stated
expiration date for the June 2007 share repurgbiaggam.

ITEM 6. EXHIBITS

31.1 Certification of the Chief Executive Officer pursudo Rules 13a-14(a) and 15d-14(a) under the S=ur
Exchange Act of 1934, as adopted pursuant to Se86@ of the Sarban-Oxley Act of 200:.

31.2 Certification of the Enterprise Chief Financial 0ér (Interim) pursuant to Rules 13a-14(a) and 15d-

(&) under the Securities Exchange Act of 1934 dapi@d pursuant to Section 302 of the Sarbanesy@de
of 200z

32.1 Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted purspant t
Section 906 of the Sarbal-Oxley Act of 200:

32.2 Certification of the Enterprise Chief Financial 0#fr (Interim) pursuant to 18 U.S.C. Section 13adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 200:
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed
on its behalf by the undersigned thereunto dulpenized.

BEST BUY CO., INC
(Registrant

Date: January 10, 2008 By: /s/ BRADBURY H. ANDERSO!
Bradbury H. Andersc
Vice Chairman
and Chief Executive Officer
(duly authorized office

Date: January 10, 2008 By: /s/ JAMES L. MUEHLBAUEF
James L. Muehlbau
Enterpris¢ Chief Financial Officer (Interim)
(duly authorized and principal financial
officer)

Date: January 10, 2008 By: /s/ SUSAN S. GRAFTO
Susan S. Graftc
Vice President, Controller
and Chief Accounting Officer
(duly authorized and chief accounting
officer)
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